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Received 

Number 

Secretary  of  State 

|14-SJR  36 

06/06/2014 

Senate  J  oint  Resolution  No.  36  -  Modifies  Right  to  Keep  and  Bear  Arms 

06/13/2014 

14-SJR  27 

06/06/2014 

Senate  Joint  Resolution  No.  27  -  Electronic  Privacy 

06/13/2014 

14-HJR  90 

05/30/2014 

House  J  oint  Resolution  No.  90  -  Early  Voting 

06/30/2014 

14-HJR  72 

05/30/2014 

House  Joint  Resolution  No.  72  -  Legislative  Checic  on  the  Governor's  Decisions  to  Restrict 

06/30/2014 

Funding 

14-HJR  48 

06/06/2014 

House  Joint  Resolution  No.  48  -  Veterans  Lottery  Tic  Iwt 

UD/lj/^Ui4 

14-HJR  16 

05/22/2013 

House  Joint  Resolution  No.  16  -  Permissibility  of  Evidence  in  Criminal  Prosecutions 

r\c  I'll  /"im  ^ 

06/21/2013 

14-HJR  11 
&7 

05/22/2013 

House  Joint  Resolution  No.  11  &  7  -  Rights  of  Missouri  Citizens  to  Engage  in  Agricultural 
Production  and  Ranching  Practices 

06/21/2013 

14-129 

03/11/2014 

Proposal  Related  to  Chapter  149,  RSMo  (Heisinger)  -  Tobacco  Tax 

04/10/2014 

14- 128 

03/11/2014 

Proposal  Related  to  Chapter  149,  RSMo  (Heisinger)  -  Tobacco  Tax 

04/10/2014 

14-127 

03/11/2014 

Proposal  Related  to  Chapter  149,  RSMo  (Heisinger)  -  Tobacco  Tax 

04/10/2014 

14- 126 

03/10/2014 

Proposal  Reiated  to  Ctiapter  149,  RSMo,  version  C  (Heisinger)  -  Tobacco  Tax 

Withdrawn  by 
Petitioner 

14-125 

03/10/2014 

Proposal  Related  to  Chapter  149,  RSMo,  version  B  (Heisinger)  -  Tobacco  Tax 

Withdrawn  by 

Petitioner 

14-124 

03/10/2014 

Proposal  Related  to  Chapter  149,  RSMo,  version  A  (Heisinger)  -  Tobacco  Tax 

Withdrawn  by 

Petitioner 

14-123 

02/10/2014 

Proposal  to  Chapter  47,  RSMo  (Brown)  -  Allow  the  Formation  of  a  New  Missouri  County  by  the  Name  of 
Castlepoint  County,  Missouri 

Rejected  by  Sec  of 
State 

14-122 

01/31/2014 

Proposed  Constitutional  Amendment  -  Article  1  (Nenninger)  -  Marijuana  Legalization 

03/04/2014 

14-121  01/31/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

03/04/2014 

14-120  01/31/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

03/04/2014 

14-119  01/31/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

U  j/  U4/  zUi4 

14-118  01/31/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

03/04/2014 

14-117 

01/29/2014 

Proposal  to  Prohibit  Breed  Specific  Legislation  (Runk) 

Rejected  by  Sec  of 

14-116 

01/29/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

Withdrawn  by 

r  trLI  LIUM  CI 

14-115 

01/29/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

Withdrawn  by 

Petitioner 

14-114 

01/28/2014 

Proposed  Constitutional  Amendment  -  Article  1  (Nenninger)  -  Marijuana  Legalization 

Withdrawn  by 
Petitioner 

14- 113 

01/27/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

Withdrawn  by 

Petitioner 

14- 112 

01/27/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

Withdrawn  by 
Petitioner 

14-111 

01/27/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

Withdrawn  by 
Petitioner 

14-110 

01/27/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

Withdrawn  by 
Petitioner 

14- 109 

01/21/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

Withdrawn  by 

Petitioner 

14- 108 

01/21/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

Withdrawn  by 
Petitioner 

14-107 

01/21/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

Withdrawn  by 

Petitioner 

Withdrawn  by 

14- 106 

01/21/2014 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

Petitioner 

14-105 

12/24/2013 

Proposed  Constitutional  Amendment  -  Article  IV  (Reed)  -  Recall  of  Elected  Statewide  Office  Holders 

Rejected  by  Sec  of 
State 

14-104 

12/24/2013 

Proposed  Constitutional  Amendment  -  Article  IV  (Reed)  -  Sales  Tax  for  Technology  Paries  in 
Southwest  Missouri 

01/24/2014 

14- 103 

12/24/2013 

Proposed  Constitutional  Amendment  -  Article  IV  (Reed)  -  Sales  Tax  for  Rail  Passenger  Service 

Rejected  by  Sec  of 
State 

14- 102 

12/23/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  26  (Viets)  -  Marijuana  Legalization 

01/23/2014 

14-101 

12/23/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  25  (Viets)  -  Marijuana  Legalization 

01/23/2014 

14-100 

12/23/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  24  (Viets)  -  Marijuana  Legalization 

01/23/2014 

14-099 

12/23/2013 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

01/23/2014 

14-098 

12/23/2013 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

01/23/2014 

14-097 

12/23/2013 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

01/23/2014 

14-096 

12/23/2013 

Proposed  Constitutional  Amendment  -  Article  X  (Ellinger)  -  Taxation 

01/23/2014 

14-095 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  26  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 
Petitioner 

14- 094 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  25  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 
Petitioner 

14-093 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  24  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 

Petitioner 

14-092 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  23  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-091 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  22  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-090 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  21  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-089 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  20  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-088 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  19  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-087 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  18  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-086        1  12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  17  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-085  12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  16  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-084  12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  15  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-083 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  14  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-082 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  13  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-081  ~ 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  12  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-080 

12/13/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  11  (Viets)  -  Marijuana  Legalization 

01/13/2014 

14-079 

12/11/2013 

Proposed  Constitutional  Amendment  -  Article  III,  version  3  (Ketcher)  -  Changes  impacting 
the  General  Assembly 

01/10/2014 

14-078 

12/06/2013 

Proposed  Constitutional  Amendment  -  Article  X  (Willard)  -  Taxation 

01/07/2014 

14-077 

12/04/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  10  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 
Petitioner 

14-076 

12/04/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  9  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 
Petitioner 

14-075 

12/04/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  8  (Viets)  -  Marijuana  Legalization  

Withdrawn  by 
Petitioner 

14-074 

12/04/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  7  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 
Petitioner 

14-073 

12/04/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  6  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 

Petitioner 

14-072 

12/04/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  5  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 
Petitioner 

14-071 

12/04/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  4  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 
Petitioner 

14-070 

12/04/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  3  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 
Petitioner 

14-069 

12/04/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  2  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 
Petitioner 

14-068 

12/04/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  1  (Viets)  -  Marijuana  Legalization 

Withdrawn  by 
Petitioner 

14-067 

11/20/2013 

Proposed  Constitutional  Amendment  -  Article  VI 11 ,  version  6  (Dameron)  -  Early  Voting 

12/19/2013 

14-066 

11/20/2013 

Proposed  Constitutional  Amendment  -  Article  VI 1 1 ,  version  5  (Dameron)  -  Early  Voting 

12/19/2013 

14-065 

11/20/2013 

Proposed  Constitutional  Amendment  -  Article  VII 1 ,  version  4  (Dameron)  -  Early  Voting 

12/19/2013 

14-064 

11/18/2013 

Proposed  Constitutional  Amendment  -  Article  IV  (Reed)  -  Recall  of  Elected  Statewide  Office  Holders 

Rejected  by  Sec  of 
State 

14-063 

11/18/2013 

Proposed  Constitutional  Amendment  -  Article  IV  (Reed)  -  Sales  Tax  for  Technology  Parks  in 

12/17/2013 

Southwest  Missouri 

14- 062 

ii/io/zUij 

Proposed  Constitutional  Amendment  -  Article  IV  (Reed)  -  Sales  Tax  for  Rail  Passenger  Service 

Rejected  by  Sec  of 
State 

14-061 

11/18/2013 

Proposed  Constitutional  Amendment  -  Article  X  (Willard)  -  Taxation 

12/17/2013 

14-060 

11/12/2013 

Proposed  Constitutional  Amendment  -  Article  X,  version  2  (Willard)  -  Limitations  on  Tax 
Credits 

12/09/2013 

14-059 

11/12/2013 

Proposed  Constitutional  Amendment  -  Article  X,  version  1  (Willard)  -  Limitations  on  Tax 
Credits 

12/09/2013 

14-058 

11/08/2013 

Proposed  Constitutional  Amendment  -  Article  VIII,  version  3  (Dameron)  -  Early  Voting 

Withdrawn  by 
Petitioner 

14-057 

11/08/2013 

Proposed  Constitutional  Amendment  -  Article  VIII,  version  2  (Dameron)  -  Early  Voting 

Withdrawn  by 
Petitioner 

14-056 

11/08/2013 

Proposed  Constitutional  Amendment  -  Article  VIII,  version  1  (Dameron)  -  Early  Voting 

Withdrawn  by 
Petitioner 

14-055 

11/04/2013 

Proposed  Constitutional  Amendment  -  Article  III,  version  2  (Ketcher)  Changes  1  mpacting 

12/06/2013 

the  General  Assembly 

14-054 

1  A/TO  /  "iAT  "D 

10/28/2013 

Proposed  Constitutional  Amendment  -  Article  1 1 1  (Ketcher)  -  Changes  1  mpacting  the  General 
Assembly 

12/02/2013 

14-053 

10/24/2013 

Proposal  Related  to  Chapter  190,  RSMo  (Steele)  -  Dissolve  the  Meramac  Ambulance  District  in  St.  Louis 

Rejected  by  Sec  of 

County 

State 

14-052 

10/10/2013 

Proposed  Constitutional  Amendment  -  Article  1 V,  version  2  (Gray)  -  Transportation  Funding 

11/13/2013 

14-051 

09/26/2013 

Proposal  Related  to  Chapters  172,  174,  175,  and  178,  RSMo,  version  2  (Ketcher)  - 

10/25/2013 

Composition  of  University  Boards 

14-050 

09/17/2013 

Proposed  Constitutional  Amendment  -  Article  IV  (Gray)  Transportation  Funding 

Withdrawn  by 
Petitioner 

14-049 

08/27/2013 

Proposal  Impacting  Fire  Protection  Districts 

Rejected  by  Sec  of 

State 

14-048 

08/26/2013 

Proposed  Constitutional  Amendment  -  Article  V,  version  2  (Elliott)  -  Election  of  Judges 

09/24/2013 

14-047 

08/26/2013 

Proposed  Constitutional  Amendment  -  Article  V,  version  1  (Elliott)  -  Election  of  J  udges 

09/24/2013 

14-046 

08/23/2013 

Incorporation  of  St.  Louis  Regional  Higli  Schools 

Rejected  by  Sec  of 
State 

14-045 

08/15/2013 

Proposed  Constitutional  Amendment  -  Article  iX  (Swanson)  -  Children's  Education  1  nitiative 

09/09/2013 

14-044 

08/07/2013 

Proposal  Related  to  Chapters  172,  174,  175,  and  178,  RSMo  (Ketcher)  -  Composition  of  University  Boards 

Withdrawn  by 
Petitioner 

14-043 

07/17/2013 

Proposal  Related  to  Chapter  320,  RSMo  (Brown)  -  Shall  the  State  Fire  Marshal  office  be  a  state  elected 
office  of  the  State  Fire  Marshal 

Rejected  by  Sec  of 
State 

14-042 

07/02/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  6  (Montgomery)  -  Consumer 
Borrowers'  Bill  of  Rights 

08/02/2013 

14-041 

07/02/2013 

Proposed  Constitutional  Amendment  -  Article  ill,  version  5  (Montgomery)  Consumer 
Borrowers'  Bill  of  Rights 

08/02/2013 

14-040 

07/02/2013 

Proposed  Constitutional  Amendment  -  Article  ill,  version  3  (Pateic)  -  Uniform  interest  Rates 

08/02/2013 

14-039 

06/25/2013 

Proposal  Related  to  Chapter  302,  RSMo,  version  4  (O'Meara)  -  Motorcycle  Passenger 
Limitations 

07/25/2013 

14-038 

05/30/2013 

Proposed  Constitutional  Amendment  -  Article  ill,  version  4  (Montgomery)  Consumer 
Borrower's  Bill  of  Rights 

AT/AT  /     A  T  ■*! 

07/01/2013 

14-037 

05/30/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  3  (Montgomery)  -  Consumer 

07/01/2013 

Borrower's  Bill  of  Rights 

14-036 

05/20/2013 

Proposal  Related  to  Chapter  302,  RSMo,  version  3  (O'Meara)  -  Motorcycle  Passenger  Limitations 

Withdrawn  by 
Petitioner 

14-035 

05/07/2013 

Proposal  Related  to  Chapter  302,  RSMo,  version  2  (O'Meara)  -  Motorcycle  Passenger  Limitations 

Withdrawn  by 

Petitioner 

14-034 

05/07/2013 

Proposal  Related  to  Chapter  162,  RSMo  (Stanton)  -  School  Districts 

Rejected  by  Sec  of 
State 

14-033 

05/06/2013 

Proposed  Constitutional  Amendment  -  Article  IX  (Jones)  -  Allowing  Public  Aid  for  Religious  n(;/n7/-;ni^ 

Purposes  and  1  nstitutions 

14-032 

05/06/2013 

Proposed  Constitutional  Amendment  -   Article  VI 11,  version  2   (Jones)   -  Campaign 
Contribution  Reform  1  nitiative 

06/07/2013 

14-032 

12/04/2013 

Proposed  Constitutional  Amendment  -  Article  VIII,  version  2  (Jones)  -  Campaign 

12/30/2013 

Contribution  Reform  1  nitiative 

14-031 

05/01/2013 

Proposal  Related  to  Chapter  302,  RSMo  (O'Meara)  -  Motorcycle  Operator  License  Laws) 

Withdrawn  by 
Petitioner 

14-030 

04/23/2013 

Proposed  Constitutional  Amendment  -  Article  III,  version  2  (Patek)  Changes  Impacting  ^ 

Lenders 

14-029 

04/22/2013 

Proposed  Constitutional  Amendment  -  Article  VIII  (Jones)  -  Campaign  Contribution  Reform  Initiative 

Rejected  by  Sec  of 
State 

14-028 

04/10/2013 

Proposed  Constitutional  Amendment  -  Article  III  (Patek)  Changes  Impacting  Lenders 

Withdrawn  by 

Petitioner 

14-027 

04/10/2013 

Proposed  Constitutional  Amendment  -  Article  III,  version  2  (Montgomery)  Consumer  Borrowers'  Bill  of 
Rights 

Withdrawn  by 
Petitioner 

14-026 

04/01/2013 

Proposed  Constitutional  Amendment  -  Article  1,  version  3  (Reading)  -  Voters'  Right  to 
Determine  and  Approve  Local  Tobacco  Taxes  1  nitiative 

04/30/2013 

14-025 

03/28/2013 

Proposed  Constitutional  Amendment  -  Article  III  (Montgomery)  -  Consumer  Borrowers'  Bill  of  Rights 

Rejected  by  Sec  of 
State 

14-024 

03/18/2013 

Proposed  Constitutional  Amendment  -  Article  IX  (Ellinger)  -  Certificated  Staff 

04/16/2013 

14-023 

02/26/2013 

Proposed  Constitutional  Amendment  -  Article  X,  version  2  (Reading)  Voters'  Right  to  Determine  and 
Approve  Local  Tobacco  Taxes  Initiative 

Withdrawn  by 
Petitioner 

14-022 

02/13/2013 

Proposed  Constitutional  Amendment  -  Article  X  (Kriegshauser)  -  Taxation 

03/14/2013 

14-021 

02/08/2013 

Proposed  Constitutional  Amendment  -  Article  X  (Kriegshauser)  -  Taxation 

Withdrawn  by 
Petitioner 

14-020 

01/17/2013 

Proposal  Related  to  Chapters  115  and  561,  RSMo  (Bell)  -  Restore  the  Right  to  Register  and  to  Vote  to 
Missouri  Prisoners 

Rejected  by  Sec  of 
State 

14-019 

12/11/2012 

Proposed  Constitutional  Amendment  -  Article  1,  version  1  (Reading)  -  Voters'  Right  to  Approve  Local 
Tobacco  Taxes  Initiative 

Withdrawn  by 
Petitioner 

14-018 

12/10/2012 

Proposal  Related  to  Chapters  367  and  408,  RSMo,  version  2  (Dickmann)  -  Consumer  Credit 
Loans 

01/10/2013 

14-017 

12/10/2012 

Proposal  Related  to  Chapter  290,  RSMo,  version  8  (Granich)  -  Minimum  Wage 

01/10/2013 

14-016 

12/10/2012 

Proposal  Related  to  Chapter  290,  RSMo,  version  7  (Granich)  -  Minimum  Wage 

01/10/2013 

14-015 

12/10/2012 

Proposal  Related  to  Chapter  290,  RSMo,  version  6  (Granich)  -  Minimum  Wage 

01/10/2013 

14-014 

12/10/2012 

Proposal  Related  to  Chapter  290,  RSMo,  version  5  (Granich)  -  Minimum  Wage 

01/10/2013 

14-013 

12/06/2012 

Proposal  Related  to  Chapter  290,  RSMo,  version  4  (Granich)  -  Minimum  Wage 

Withdrawn  by 

Pptitinnpr 

14-012 

12/06/2012 

Proposal  Related  to  Chapter  290,  RSMo,  version  3  (Granich)  -  Minimum  Wage 

Withdrawn  by 

Petitioner 

14-011 

12/06/2012 

Proposal  Related  to  Chapter  290,  RSMo,  version  2  (Granich)  -  Minimum  Wage 

Withdrawn  by 
Petitioner 

14-010 

12/06/2012 

Proposal  Related  to  Chapter  290,  RSMo,  version  1  (Granich)  -  Minimum  Wage 

Withdrawn  by 

Petitioner 

14-009 

11/26/2012 

Proposal  Related  to  Chapter  115,  RSMo  (Brown)  -  Conduct  of  Elections 

Rejected  by  Sec  of 
State 

14-008 

11/26/2012 

Proposal  Related  to  Chapter  320,  RSMo  (Brown)  -  Fire  Marshal  Reporting 

Rejected  by  Sec  of 
State 

14-007 

11/26/2012 

Proposal  Related  to  Chapters  367  and  408,  RSMo  (Dickmann)  -  Consumer  Credit  Loans 

Withdrawn  by 
Petitioner 

14-006 

11/19/2012 

Proposal  Related  to  Chapter  213,  RSMo,  version  2  (Malin)  -  Discrimination  Based  on  Sexual 
Orientation  and  Gender  1  dentity 

12/18/2012 

14-005 

11/09/2012 

Proposed  Constitutional  Amendment  -  Article  VI ,  version  2  (Calzone)  -  Public  Nuisances 

12/11/2012 

14-004 

11/09/2012 

Proposed  Constitutional  Amendment  -  Article  VI ,  version  1  (Calzone)  -  Public  Nuisances 

12/11/2012 

14-003 

11/09/2012 

Proposed  Constitutional  Amendment  -  Article  1,  version  2  (Calzone)  -  Eminent  Domain 

12/11/2012 

14-002 

11/09/2012 

Proposed  Constitutional  Amendment  -  Article  1,  version  1  (Calzone)  -  Eminent  Domain 

12/11/2012 

14-001 

11/08/2012 

Proposal  Related  to  Chapter  213,  RSMo  (Malin)  -  Nondiscrimination  Protection,  Missouri  Fairness  in 
Housing  and  Employment  Initiative 

Withdrawn  by 
Petitioner 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-002) 


Subject 

Initiative  petition  from  Ron  Calzone  regarding  a  proposed  constitutional  amendment  to 
Article  I,  Sections  26,  27,  and  28.  (Received  November  9,  2012) 

Date 

November  28,  2012 
Description 

This  proposal  would  amend  Article  I,  Sections  26,  27,  and  28  of  the  Missouri 
Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  the  State 
Tax  Commission,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper 
County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape 
Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kansas  City,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City 
of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  Metropolitan  Community  College,  University  of  Missouri, 
and  St.  Louis  Community  College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  the 
implementation  of  this  proposal  creates  no  fiscal  impact.  However,  they  assume  that 
because  this  proposal  has  the  potential  to  be  the  subject  of  state  litigation,  potential  costs 
are  unknown. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  they  anticipate  that  the 
proposal  contained  in  this  initiative  petition  would  have  no  direct,  foreseeable  fiscal 
impact  on  their  department.  However,  changes  to  the  state's  imminent  domain  laws  may 
affect  public  colleges  and  universities  within  the  state.  A  response  on  the  proposal  should 
also  be  sought  from  them. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  department  would 
not  anticipate  a  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  this  initiative  petition  may  have 
fiscal  impact  on  their  department,  to  the  extent  it  exercises  the  power  of  eminent  domain. 
The  petition  proposes  a  new  method  of  determining  just  compensation,  which  will  likely 
be  greater  than  the  current  method.  It  also  places  additional  conditions  and  restrictions 
on  the  use  of  the  power  of  eminent  domain,  which  could  lead  to  more  agency  costs  as 
they  work  to  demonstrate  compliance  with  the  new  provisions. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 


Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  added  costs  to  their 
office  if  this  amendment  is  approved  by  the  voters. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  will  be  no  fiscal 
impact  to  their  agency. 

Officials  from  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to  their 
department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  Department  of  Transportation  indicated  they  are  unable  to  provide  an 
estimate  of  the  negative  fiscal  impact  this  initiative  petition  will  have  upon  their 
department  if  it  is  approved  by  the  voters;  therefore,  the  negative  fiscal  impact  due  to  this 
initiative  petition  is  unknown,  greater  than  $100,000. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office.  There  should  be  no  impact  on  general  or  total  state  revenues. 

Officials  from  the  Missouri  Senate  indicated  this  legislation  appears  to  have  no  fiscal 
impact  as  it  relates  to  their  agency. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  fiscal  impact 
on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically  been 
an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  fiscal  year  2011,  at  the  August  and  November  elections,  there  were  6  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $1.02  million  to  publish  (an 
average  of  $170,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  there  will  be  no  impact  to  their 
office. 

Officials  from  the  State  Tax  Commission  indicated  this  initiative  petition  would  have  no 
impact  to  their  agency. 

Officials  from  the  City  of  Columbia  indicated  while  hard  to  quantify,  they  expect  that 
these  amendments,  if  approved,  would  create  a  more  costly  process  for  acquiring 
property,  and  possibly  add  risk. 

They  would  expect  substantial  delays  in  projects  that  require  condemnation  because  the 
city  could  not  get  possession  of  the  easement  or  property  until  "a  final  legal 
determination  of  the  legitimacy  of  the  taking  is  established."  This  could  be  tied  up  in 
court  for  years  if  it's  appealed.  To  avoid  this,  it  could  be  necessary  to  pay  more  than  fair 
market  value  for  takings. 

It  appears  that  without  a  property  owner's  "consent,"  the  city  might  bear  all  the  costs  of 
acquisition  without  getting  true  ownership  of  the  property,  creating  risk  through  unclear 
title  and  inability  to  actually  govern  use  of  the  property. 

Officials  from  the  City  of  Jefferson  indicated  the  cost  to  the  city  should  this  petition 
become  law  is  unknown  but  would  likely  increase  the  cost  of  condemnation  to  the  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  would  cause  a 
large  loss  of  tax  revenues  as  the  initiative  eliminates  several  economic  development  tools 
available  to  the  city.  The  city  will  be  unable  to  attract  and  unable  to  retain  businesses. 
This  initiative  discourages  economic  development  in  Missouri  and  encourage  businesses 
to  locate  or  relocate  across  the  state  line.  The  annual  cost  to  the  city  is  in  the  millions. 

Officials  from  the  City  of  Raymore  indicated  the  city  does  not  anticipate  any  fiscal 
impact. 

Officials  from  the  City  of  St.  Josepli  indicated  the  initiative  petition  would  result  in 
significant  increases  in  cost  and  significant  amounts  of  lost  revenue  to  the  city.  In  addition, 
the  following  related  information  was  provided  by  the  city.  The  initiative  petition  proposes 
changes  to  Article  I,  Sections  26,  27,  and  28  that  would  prohibit  the  use  of  eminent  domain 
for  redevelopment  by  providing  that:  (a)  only  public  entities  can  acquire  property  using 
eminent  domain;  (b)  no  private  ownership  or  other  private  rights  shall  be  considered  a  pubUc 
use;  (c)  the  future  use  must  be  declared  at  the  time  of  acquisition  and  cannot  be  changed;  and 
(d)  the  public  entity  that  acquired  the  property  via  eminent  domain  cannot  transfer  such 
property  to  private  ownership  any  sooner  than  twenty  (20)  years  following  the  acquisition 
unless  the  original  owner  has  been  offered  the  right  to  buy  back  the  property  at  the  original 
price  or  unless  the  private  owner  is  providing  products  or  services  incidental  to  the  function 
of  a  pubUcly  owned  facility. 

The  changes  to  Article  VI,  Section  21,  effectively  strips  out  the  ability  of  local  governments 
to  use  eminent  domain  for  redevelopment  that  involves  private  entities.  These  proposed 


changes  will  result  in  both  extreme  costs  and  extreme  loss  of  revenue  to  the  City.  The  city 
uses  eminent  domain  sparingly.  But  it  is  a  very  important  tool  that  is  vital  in  their  efforts  to 
overcome  hundreds  of  acres  of  blight  caused  by  five  decades  of  suburban  flight. 

Much  like  St.  Louis,  St.  Joseph  boasted  a  population  of  100,000  in  1900,  which  has  fallen  to 
76,000  since.  As  a  result  of  this  population  loss,  there  are  now  hundreds  of  vacant  lots  and 
structures  in  the  City  of  St.  Joseph. 

Redeveloping  this  decay  would  be  easy  if  all  of  the  properties  adjacent  to  each  other,  but  old- 
style  building  lots  (many  times  40'  x  100'  wide)  will  not  accommodate  modern  development. 
To  re-develop,  multiple  lots  need  to  be  combined  in  a  practical  density  to  attract  both 
developers  and  builders  to  invest  and  for  potential  residents  to  purchase  and  live  in.  But 
lacking  concentrations  of  contiguous  lots,  re-development  is  difficult  to  achieve.  The  vast 
majority  of  our  privately  owned  vacant  buildings  and  lots  are  not  maintained  by  their  private 
owners.  Many  of  these  structures  suffer  from  the  bUght  in  the  larger  neighborhood  and  block 
reasonable  re-development.  BUght,  and  its  effects  on  neighboring  properties,  property  taxes, 
and  pubhc  service  delivery  spread  ever  wider  if  not  addressed. 

Eminent  domain  is  needed  to  eradicate  the  vacant,  abandoned,  dangerous  and  problem 
properties  that  were  left  behind  25%  of  St.  Joseph's  population  left. 

Private  participation  in  the  redevelopment  process  is  necessary  because  the  city  does  not  have 
the  resources  to  acquire  the  thousands  of  problem  properties  in  the  city,  eliminate  the 
problematic  conditions,  and  hold  the  property  for  twenty  (20)  years.  These  properties  were 
never  used  for  governmental  purposes  and  were  not  intended  for  governmental  use.  The  city 
does  not  wish  to — and  cannot  afford  to — use  public  funds  and  eminent  domain  to  purchase 
these  properties,  use  public  funds  to  redevelop  them — and  then  own  them  and  operate  them 
for  what  are  essentially  private  business  and  residential  purposes  for  a  twenty-year  period.  As 
provided  in  the  proposed  amendment,  the  city  will  not  even  be  able  to  enlist  the  assistance  of 
private  enterprise  in  the  operation  of  the  properties  or  to  realize  any  income  from  the  property 
to  offset  the  expense  of  acquiring  and  redeveloping  it  for  the  twenty-year  period,  because  the 
proposed  amendment  prohibits  the  property  from  being  "sold,  leased,  transferred,  or 
otherwise  made  available  for  use  by  a  private  party  within  20  years  of  such  taking... unless 
the  private  owner  is  providing  products  or  services  incidental  to  the  function  of  a  pubUcly 
owned  facility."  Private  redevelopment  and  ownership  will  allow  the  city  to  rebuild  its  tax 
base;  public  ownership  for  a  twenty-year  period,  on  the  other  hand,  will  cost  the  city  millions 
upon  millions  of  dollars  and  result  a  veritable  wasteland  for  two  decades  since  it  will  not  be 
possible  for  the  city  to  use  the  property  in  any  manner  that  allows  the  city  to  recoup  even  a 
portion  of  its  investment — if  it  were  even  possible  for  the  city  to  make  the  investment  in  the 
first  place.  Since  city  funds  are  not  available,  it  will  not  possible  to  address  these  conditions 
with  the  Umited  and  weak  mechanisms  that  will  remain  if  the  amendment  passes.  Thus,  the 
proposed  amendment  would  sentence  the  city  to  another  five — and  more — decades  of 
decline,  disinvestment  and  population  loss  as  people  and  businesses  again  leave  the  city 
because  they  cannot  tolerate  negative  conditions  that  the  city  is  powerless  to  change.  The  city 
needs  to  rebuild  the  market  for  city  real  estate  and  rebuild  its  tax  base  in  the  process — the 
proposed  amendment  would  make  it  impossible  for  the  city  to  do  this. 

Even  more  important,  the  amendment  will  make  it  impossible  for  the  city  to  address  the 
redevelopment  of  bUghted  areas  in  a  maimer  that  returns  these  areas  to  productive  uses  that 


generate  tax  revenues  for  the  city  and  the  State  of  Missouri.  The  redevelopment  of  blighted 
areas  necessarily  involves  the  participation  of  the  private  sector,  which  the  amendment  would 
prohibit  for  a  twenty-year  period.  While  few  cities  enjoy  the  prospect  of  utilizing  this  power 
as  a  re-development  tool,  it  is  nevertheless  a  tool  that  is  effective  both  in  its  actual  use  and  its 
possible  to  motivate  all  of  the  players  involved  in  re-development  to  make  the  decisions 
necessary  to  rescue  neighborhoods  and  commercial  areas  one  at  a  time.  It  is  critical  that  the 
city  retain  the  ability  to  address  bUghted  areas  and  to  partner  with  private  enterprise  for  the 
redevelopment  of  these  blighted  areas — the  city  carmot  address  the  distress  that  currently 
exists  in  the  city  using  public  funds  alone. 

Because  of  the  limited  time  allowed  to  review  this  issue  and  its  far-reaching  impacts, 
sufficient  time  to  analyze  the  fiscal  impact  has  not  been  provided.  However,  over  a  ten  year 
period  staff  estimates  an  impact  of  approximately  $7,500,000. 

PUBLIC  WORKS  IMPROVEMENTS 

Changes  to  the  constitution  regarding  public  purpose,  property  retention,  and  deadlines  for 
use,  would  have  dramatic  and  far-reaching  impacts  on  any  government  undertaking  typical 
public  projects  in  a  typical  year. 

In  St.  Joseph,  city  government  seeks  to  be  as  efficient  and  prudent  with  public  funds  as 
possible.  An  effective  tool  to  hedge  against  future  costs  for  projects  that  do  not  have 
complete  funding  available  is  to  pursue  corridor  preservation  projects.  Examples  of  this 
would  be  to  acquire  property  necessary  to  build  a  new  road  in  the  future  of  easements  for  a 
new  sewer,  flood  control,  or  utility  project.  Taxpayers  reaUze  a  benefit  from  purchasing 
property  today  at  current  valuations  and  also  head-off  future  costs  by  purchasing  property 
before  it  develops.  Already  developed  property  costs  more  and  has  more  negatives  attached 
to  it  (possible  purchase  and  demolition  of  homes  and  businesses)  that  could  easily  be  avoided 
if  the  government  owned  necessary  property  before  development. 

It  is  not  uncommon  for  corridor  preservation  projects  to  precede  actual  utilization  by  10-20 
years.  However,  if  section  28.2  were  enacted,  all  property  would  return  after  five  years.  This 
would  effectively  eliminate  the  ability  of  government  to  reduce  the  future  costs  of  future 
public  improvements.  It  will  make  easily  avoided  conflicts  more  expensive  and  more 
difficult,  with  property  owners  and  taxpayers  suffering  needlessly.  In  St.  Joseph,  this 
provision  assumes  the  following: 

•      2%  per  year  cost  escalation  for  listed  projects  of  $10,000,000  =  $200,000/year  x  10 
years  =  $2,000,000 

Section  26.1  proposes  to  make  debatable  the  public  purpose  of  project's  public  use.  In  fact,  it 
opens  the  door  for  the  approach  taken  to  address  the  pubUc  use  being  decided  via  a  jury  trial. 
The  potential  impact  to  a  project  involves  an  adversarial  position  being  taken  for  a  completed 
project  design,  and  an  alternative  decision  being  made  by  a  jury.  This  would  require  the  unit 
of  government  to  re-design  the  project  according  to  the  direction  of  the  jury,  and  regardless 
of  the  technical  merit  and  cost-effectiveness  of  that  decision.  Aside  from  the  financial  impact 
of  the  delays  involved,  re-design  would  expose  government  to  re-paying  for  the  same  design, 
typically  10%  of  the  project  budget.  In  St.  Joseph,  the  impact  would  be  as  follows: 


•  $150,000,000  CSO  Program  x  10%  =  $15,000,000  in  additional  design  fees  over  20  years 

•  $50,000,000  Road  Projects  x  10%  =  $5,000,000  in  additional  design  fees  over  10  years 


Section  26  also  makes  significant  changes  to  the  requirements  of  appraisals.  On  federal 
projects,  and  per  state  law  now,  appraisals  are  required  to  be  made  by  licensed  professionals. 
The  intent  is  that  for  appraisals  to  consistently  follow  prescribed  methodology,  be  objective, 
consistent,  and  defensible.  The  change  to  allow  appraisals  to  conform  with  "methods  typical 
to  the  ordinary  course  of  business"  essentially  throws  this  professional  approach  out.  If  this 
change  were  made,  a  multitude  of  methods  may  be  accepted,  throwing  valuation  into  a  much 
higher  level  that  is  made  without  basis  in  fact.  St.  Joseph  typically  has  experienced 
differences  between  trained  individuals  and  the  lay  community  at  50%  or  more.  Over  the 
next  twenty  years,  the  following  would  be  expected: 

•  $9,000,000  -  value  of  CSO  property/easement  acquisition  x  50%  escalation  = 
$4,500,000  extra  that  taxpayers  would  have  to  needlessly  pay  for  a  public  project. 

•  $5,000,000  -  value  of  Road  Projects  property/easement  acquisition  x  50%  escalation  = 
$2,500,000  extra  that  taxpayers  would  have  to  needlessly  pay  for  a  public  project 

Section  28.4  has  the  potential  for  a  massive  abuse.  It  is  not  at  all  unusual  for  property  owners 
to  declare  that  they  will  not  be  able  to  utilize  a  property  if  not  all  of  it  is  purchased,  stating 
that  the  balance  of  the  property  not  required  would  be  an  uneconomic  remnant.  Many 
governments,  to  avoid  the  creation  or  claim  of  such  a  condition,  purchase  the  entire  parcel, 
construct  their  improvement,  and  the  re-sell  the  balance  of  the  property  that  was  not  needed 
in  the  first  place. 

Under  the  provisions  of  28.4,  a  property  owner  has  the  potential  to  realize  a  profit  twice  on  a 
property.  The  first,  being  the  sale  of  property  the  government  didn't  originally  need  but 
acquired  at  the  insistence  of  a  property  owner.  The  second,  from  a  sole-source  arrangement 
wherein  he  can  re-purchase  at  the  lower  rate  after  improvements  have  been  made  to  the 
property  (when  it  would  be  worth  more  via  the  virtue  of  having  a  new  road,  new  utilities, 
grading/clearing,  etc.  that  was  necessary  for  the  project.)  Taxpayers  are  hurt  initially  having 
to  buy  more  property  than  needed,  but  can't  realize  the  benefit  of  that  investment  by  being 
required  to  sell  a  property  back  at  the  pre-developed  rate.  This  type  of  issue  is  claimed  on 
approximately  10%  of  all  property  acquisition  activities  as  follows: 

•  $14,000,000  (value  of  all  property  activities)  x  10%  =  $1,400,000 

o  $1,400,000  X  50%  (value  of  properties  purchased  at  insistence  of  owners)  =  $700,000 
o        $700,000  X  25%  (enhanced  value  typical  of  "unusable"  property  after  a  project)  = 

$175,000 
o        Total  lost  $875,000 

One  of  the  basic  reasons  that  local  government  exists  is  to  provide  public  services  and 
construct  and  maintain  public  infrastructure.  The  proposed  changes  to  the  constitution  would 
fundamentally  alter  these  basic  tenets  of  government,  destroying  the  ability  of  government  to 
plan  for  the  future  and  to  construct  projects.  In  the  time  given  to  comment,  St.  Joseph  was 
not  able  to  compute  the  far-reaching  and  more  significant  impacts  to  a  community  that  can't 
grow,  can't  improve  itself,  and  can't  provide  the  basic  elements  that  its  citizens,  prospective 


businesses,  and  prospective  citizens  expect  and  require.  The  lost  employment  and  resident 
opportunities  are  significant. 

Total  impacts  for  St.  Joseph  would  be:  $37,375,000.00 

Officials  from  the  City  of  St.  Louis  indicated  they  estimate  the  fiscal  impact  of  this  bill 
for  fiscal  years  2014,  2015  and  2016  to  be  as  follows: 

Three  agencies  within  the  St.  Louis  Development  Corporation  (SLDC)  currently  have 
eminent  domain  authority.  They  have  used  that  power  to  assist  developers  or 
redevelopers  acquire  parcels  that  are  necessary  to  complete  their  developments  or 
redevelopments  and  thereby  bring  new  jobs,  industry,  housing  and  revenues  to  the  city. 
Losing  eminent  domain  authority  will  have  an  unquantifiable  negative  impact  on  the 
city. 

Officials  from  the  City  of  Wentzville  indicated  there  will  be  no  financial  impact  since 
this  describes  how  the  city  does  commendations  now. 

Officials  from  Linn  State  Technical  College  indicated  these  changes  should  not  have  an 
estimated  cost  or  savings  to  their  college. 

Officials  from  Metropolitan  Community  College  indicated  this  would  have  no  direct 
fiscal  impact  on  their  college. 

Officials  from  University  of  Missouri  indicated  this  petition  would  have  a  significant 
fiscal  impact  on  the  university,  but  they  do  not  have  enough  information  to  determine  an 
actual  amount. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Public  Safety,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Springfield,  the  City  of  Union, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

The  total  cost  or  savings  to  state  or  local  governmental  entities  is  unknown.  The 
estimated  costs,  if  any,  to  state  and  local  governmental  entities  could  be  significant. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-030) 


Subject 

Initiative  petition  from  Jewell  Patek  regarding  a  proposed  constitutional  amendment  to 
Article  III.  (Received  April  23,  2013) 

Date 

May  13,  2013 
Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 
They  may  seek  additional  appropriations  if  there  is  a  significant  increase  in  the  number  of 
complaints  filed  by  consumers. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  amendment. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  increase  the  revenue  to  the  Division  of 
Finance  Fund  within  their  department  by  one  hundred  dollars  per  licensee.  As  of  the  date 
of  this  email  there  are  2,276  active  payday  licensees,  which  would  result  in  an  additional 
$227,600  fee  income. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  fiscal  impact  to 
their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  we  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  there  is  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  they  assume  no  impact  on  their  city. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  this 
petition  would  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  St.  Joseph  indicated  this  has  no  impact  on  their  city. 


Officials  from  Metropolitan  Community  College  indicated  this  petition  would  not  have 
any  significant  fiscal  impact  on  their  college. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Higher 
Education,  the  Department  of  Natural  Resources,  the  Department  of  Public  Safety, 
the  Department  of  Transportation,  Adair  County,  Boone  County,  Callaway  County, 
Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape 
Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School 
District,  Linn  State  Technical  College,  University  of  Missouri,  and  St.  Louis 
Community  College. 

Fiscal  Note  Summary 

No  significant  estimated  costs  or  savings  are  expected  for  state  and  local  governmental  entities  if 
this  proposal  is  approved  by  voters.  State  governmental  entities  estimated  this  proposal  could 
result  in  increased  licensing  revenue  of  at  least  $200,000  annually. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-032) 

Subject 

Initiative  petition  from  Todd  Jones  regarding  a  proposed  constitutional  amendment  to 
Article  VIII.  (Received  May  6,  2013) 

Date 

May  28,  2013 
Description 

This  proposal  would  amend  Article  VIII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  and  the  Missouri  Ethics  Commission. 

Marc  H.  Ellinger  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources, 
but  should  significant  litigation  result,  may  seek  future  additional  appropriations. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
there  is  no  anticipated  state  cost  to  the  foundation  formula  associated  with  this  proposal. 
To  the  extent  fme  revenues  exceed  2004-2005  collections,  any  increase  in  this  money 
distributed  to  school  districts  increases  the  deduction  in  the  foundation  formula  the 
following  year.  Therefore,  the  affected  districts  will  see  an  equal  decrease  in  the  amount 
of  funding  received  through  the  formula  the  following  year;  unless  the  affected  districts 
are  hold-harmless,  in  which  case  the  districts  will  not  see  a  decrease  in  the  amount  of 
funding  received  through  the  formula  (any  increase  in  fine  money  distributed  to  the  hold- 
harmless  districts  will  simply  be  additional  money).  An  increase  in  the  deduction  (all 
other  factors  remaining  constant)  reduces  the  cost  to  the  state  of  funding  the  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  they  do  not  anticipate 
that  the  proposal  contained  in  this  initiative  petition  would  have  any  direct,  foreseeable 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated: 

Penalty  provisions,  the  component  of  the  petition  to  have  potential  fiscal  impact  for  their 
department,  is  for  up  to  a  class  D  felony.  Currently,  their  department  cannot  predict  the 
number  of  new  commitments  which  may  result  from  the  creation  of  the  offence(s) 
outlined  in  this  proposal.  An  increase  in  commitments  depends  on  the  utilization  by 
prosecutors  and  the  actual  sentences  imposed  by  the  court. 

If  additional  persons  are  sentenced  to  the  custody  of  their  department  due  to  the 
provisions  of  this  legislation,  their  department  will  incur  a  corresponding  increase  of 
direct  offender  costs  either  through  incarceration  (FY  12  average  of  $17,059  per  offender, 
per  day,  or  an  armual  cost  of  $6,227  per  inmate)  or  through  supervision  provided  by  the 


Board  of  Probation  and  Parole  (FY12  average  of  $4,960  per  offender,  per  day,  or  an 
annual  cost  of  $1,810  per  offender). 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department.  The  officials  indicated  they  had  no  way  of  measuring  the 
proposals  economic  impact. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  has  no  impact  on 
their  office.  This  proposal  will  have  an  impact  on  the  Missouri  Ethics  Commission,  but 
they  will  be  responding  independently. 

OtTicials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  agency. 

Officials  from  the  Secretary  of  State's  ofHce  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 


requirements.  However,  because  these  requirements  are  mandatory,  we  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  has  no  fiscal 
impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  this  appears  to  affect  contributions  to 
committees  that  form  to  influence  the  result  of  local  ballot  issue  elections.  It  is 
impossible  for  the  city  to  determine  if  this  would  increase  or  decrease  contributions  and, 
as  a  result,  the  potential  for  passage  of  issues  for  capital  improvements. 

Officials  from  the  City  of  Jefferson  indicated  they  do  not  believe  there  will  be  a  fiscal 
impact  if  that  petition  becomes  law. 

Officials  from  the  City  of  Kansas  City  indicated  no  fiscal  impact  on  their  city. 

Officials  fi-om  the  City  of  Raymore  indicated  they  do  not  anticipate  any  fiscal  impact. 

Officials  from  Metropolitan  Community  College  indicated  this  petition  would  have  no 
fiscal  impact  on  their  college. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  university. 

Officials  from  the  Missouri  Ethics  Commission  indicated  the  total  cost  for  salaries, 
fringe  benefits,  equipment  and  expenses,  local  assistance,  and  other  costs  will  be 
$1 18,152  for  FY  2014,  $121,1 13  for  FY  2015,  and  $122,339  for  FY  2016. 

The  petition  refers  to  both  continuing  committees  and  political  action  committees 
interchangeably.  Both  committees  have  the  same  definition  in  the  petition.  Senate  Bill 
844  had  changed  the  name  of  continuing  committee  to  political  action  committee,  but  the 
definition  remained  the  same.  Af^er  SB844was  struck  down  by  the  Missouri  Supreme 
Court,  the  committees  continued  as  continuing  committees.  For  example.  Subsection  3 
(12)  attempts  to  restrict  contributions  of  political  action  committees  (but  does  not 
mention  continuing  committees. 

In  addition  Subsection  3  (12)  contains  restriction  committee  to  committee  transfers 
challenged  as  unconstitutional  in  SB844  due  to  the  restrictions  on  corporations  not 
included  in  the  designated  chapters.  The  state  did  not  dispute  that  constitutional  issue. 
Subsection  3(1 6)c  also  restricts  contributions  from  foreign  corporations. 


Sections  4(1)  and  5  reference  violations  of  Section  3  of  the  Article.  It  is  unclear  whether 
the  drafter  intended  to  reference  Section  23. 

Implementing  the  statutory  requirements  regarding  contributions  between  campaign 
finance  committees,  would  require  the  following  of  the  MEC: 

•  Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

•  Provide  oversight  in  campaign  finance  committee  adherence  to  the  transfer  of 
funds,  including  reviewing,  auditing,  and  performing  cross  checks,  as  established 
in  Section  105.955.14  (2),  (3),  RSMo.  Currently  about  1 1,000  campaign  finance 
reports  are  filed  annually  with  the  Commission  (quarterly  and  other  disclosure 
reports)  from  2,200  different  campaign  finance  committees. 

•  Investigate  written  complaints  and  conduct  investigations,  as  established  in 
Secfion  105.955.14,  RSMo.  Investigative  work  requires  identifying  necessary 
documentation  and  records  to  request  and/or  subpoena,  identifying  witnesses  and 
interviewing  witnesses,  reviewing  all  relevant  documentation,  performing 
complex  and  detailed  analysis  of  data  and  informaUon  and  witness  interviews, 
communicafing  with  Commission  management  and  legal  staff;  reviewing 
Missouri  statutes  and  constitution;  drafting  invesfigative  report;  presenting  report 
to  Commission. 

•  Perform  legal  acfions  related  to  investigations  conducted  in  addition  to  conducting 
legal  proceedings  before  the  Commission  in  the  event  a  violation  is  found. 
Conducting  legal  actions  during  the  investigation  and  hearing  stage  ensures 
fairness  throughout  Commission  proceedings.  Legal  acfions  include  reviewing  all 
complaints  received  for  statutory  authority,  reviewing  case  correspondence 
including  legal  memoranda  and  responses  to  invesfigators;  providing  legal 
oversight  for  all  investigations  (complaints  and  other  investigations);  this  includes 
communicafing  with  and  reviewing  all  investigafive  work,  work  papers,  and 
reports;  conducting  legal  analysis  of  alleged  statutory  violations;  drafting  and 
issuing  all  legal  documents  including  subpoenas,  affidavits,  pleadings,  legal 
petitions  for  a  hearing  before  the  Commission,  attorney  correspondence, 
correspondence  and  communication  with/to  respondents,  joint  stipulations, 
findings  of  facts  and  conclusions  of  law,  and  Commission  orders;  preparation  of 
hearing  exhibits;  interviews  of  hearing  witnesses;  preparation  for  and  conducting 
hearings;  oversight  and  review  of  appeal  pleadings  in  the  event  of  an  appeal. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

•  Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.  about  these  limits; 
examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

•  Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits, 
sending  out  the  necessary  notices,  tracking  the  receipt  of  payments,  and 


coordinating/conducting  any  necessary  collection  efforts.  Prior  to  the  repeal  of 
campaign  finance  limits  in  2007,  the  Commission  assessed  limited,  if  any 
surcharges,  related  to  the  previously  established  limits,  due  to  resource 
constraints. 

•  Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of 
the  reported  contributions,  as  established  in  Secfion  105.955.14  (2),  (3),  RSMo. 
Prior  to  the  campaign  finance  limit  repeal  in  2007,  the  Commission  performed 
limited  if  any  oversight  to  adherence  to  the  previously  established  limits,  due  to 
resource  constraints. 

•  Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo., 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees' 
adherence  to  the  specific  contribution  limits,  as  established  in  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a  manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•2  Business  Analysts  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1 ,000  campaign  finance  reports. 

•  If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo  or  complaints  received  increase 
significantly  an  Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  PTE,  equipment,  and 
expenses. 

Marc  H.  Ellinger  provided  the  following  information  as  an  opponent  of  the  proposal  to 
the  State  Auditor's  office. 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative  Petition  that 
was  filed  by  Todd  Jones  on  May  3,  2013. 

In  2012,  the  State  Auditor's  Office  issued  a  Fiscal  Note  (11-35)  for  a  similar  initiative 

petition.  In  that  fiscal  note,  both  the  Department  of  Revenue  and  the  Missouri  Ethics 

Commission  indicated  there  would  be  additional  costs  to  their  departments.   The  Auditor's 

Office  issued  the  following  Fiscal  Note  Summary: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least 
$127,000  annually  and  result  in  one-time  costs  of  about  $28,000.  Any  potential 
impact  to  state  government  revenue  could  not  be  determined.  It  is  estimated  this 
proposal  will  have  no  costs  or  savings  to  local  governments. 

This  fiscal  note  summary  vastly  underestimates  the  costs  to  state  and  local  governments  as  a 

result  of  the  proposed  measure.  We  urge  you  to  adopt  a  different  fiscal  note  for  this  proposed 

measure  on  the  basis  of  the  data  you  will  find  herein.  Not  only  will  there  be  direct  costs  to  state 

agencies  as  indicated  in  Fiscal  Note  1 1-35  but  there  will  be  widespread  effects  on  the  Missouri 

economy.  Each  election  cycle,  candidates  spend  millions  and  millions  of  dollars  in  Missouri. 

Limiting  the  total  amount  of  contributions  will  limit  the  total  amount  of  money  candidates  will 

raise,  and  therefore  will  decrease  the  amount  of  campaign  spending  in  Missouri.  Currently 

candidates  spend  millions  of  dollars  on  payroll  for  campaign  workers,  thousands  of  dollars  in 

payroll  and  income  taxes  paid  directly  to  the  State  of  Missouri,  they  spend  money  for  lodging 

and  food  at  local  Missouri  businesses,  their  media  purchases  support  Missouri  media  companies, 

and  they  purchase  of  printing,  supplies,  utilities,  and  more  in  Missouri.  Not  only  do  many  of 

these  expenditures  directly  yield  state  and  local  tax  revenues,  but  through  the  multiplier  effect, 

these  dollars  are  spent  and  re-spent  within  our  state  and  local  economies.  Limiting  campaign 


2 


contributions  would  significantly  reduce  campaign  spending  in  Missouri  and  have  a  serious 
negative  fiscal  impact  to  both  the  state  and  local  governments. 
Economic  Impact  of  Campaign  Spending 

To  date,  there  has  not  been  a  comprehensive  study  regarding  the  fiscal  impact  of  state 
elections  on  Missouri  state  and  local  governments.  However,  there  is  research  on  the  fiscal 
impact  of  election  spending.  One  such  study  sought  to  determine  how  campaign  spending 
affects  earnings  in  service  sectors.'  More  specifically,  the  study  sought  to  determine  how 
income  growth  is  affected  by  the  presence  of  a  primary. 

The  study  concluded  that  the  presence  of  the  primary  not  only  increases  overall  income, 
but  also  income  in  service-related  sectors.  The  authors  found  a  41%  increase  in  quarterly  income 
growth  rate  in  quarters  where  there  is  primary  spending. 

The  authors  point  out  that  states  with  primaries  tend  to  see  between  $500,000  and  $19 
million  spending  during  an  election  cycle,  which  is  enough  to  "modestly  boost  local  income 
growth."  Primary  spending  increases  total  income  grov^^h  by  0.53  percentage  points.  The  effect 
is  higher  in  the  services  sector,  where  growth  is  increased  by  0.76. 

The  study  also  points  out  that  there  would  be  a  "multiplier  effect"  which  the  authors 
explain  as  follows: 

For  example,  if  a  waitress  receives  a  greater  amount  of  tips  than  usual,  she  may  be  more 
inclined  to  make  additional  purchases,  or  even  tip  her  hairdressers  more.  This  money 
will  continue  to  circulate  in  the  state's  economy. 

In  addition,  the  study  finds  that  Missouri  is  one  of  the  five  states  with  the  highest  amount 
of  money  spent  on  campaign  expenditures,  compai  ed  to  the  total  contributions  by  state  residents. 

'  See  Lessem,  Rebbeca  &  Carly  Urban,  "Local  Economic  Growth  from  Primary  Election  Spending, "  Working 
Paper,  Carnegie  Mellon  University,  2012,  attached  hereto  as  Appendix  A. 
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The  study  shows  that  there  is  more  than  twice  as  much  campaign  spending  in  Missouii  as  is 
contributed  by  state  residents.  This  study  finds  that  primary  campaign  spending  increases 
income  growth  in  a  state.  "[W]hen  individuals  are  greeted  with  a  political  campaign,  they  should 
relish  in  the  stimulus  this  provides  (and  the  transfers  from  individuals  in  other  states  that  allow 
this  to  occur)."  (emphasis  added). 

While  the  Lessem  &  Urban  study  does  not  directly  quantify  the  amount  by  which 
Missouri  state  election  campaign  spending  stimulates  the  Missouri  economy  and  the  economies 
of  Missouri  local  govenmients,  it  does  demonstrate  that  there  is  significant  fiscal  impact  of  such 
spending. 

There  is  no  authority  to  suggest  that  the  dollars  spent  at  a  local  print  shop,  hotel,  or 
restaurant  by  a  presidential  primary  campaign  operate  differently  in  the  Missouri  economy  than 
if  spent  by  a  campaign  for  a  Governor,  a  State  Senator  or  State  Representative.  And  while 
increased  election  spending  has  a  positive  effect  on  a  state's  economy,  drastically  reducing 
election  spending  will  have  a  coirelated  negative  effect  on  the  economy.  We  can  examine  data 
from  the  Missouri  Ethics  Commission  to  see  the  true  impact  of  limiting  campaign  contributions. 
A  Case  Study:  Nixon  2012 

In  2012,  Jay  Nixon  ran  a  successful  re-election  campaign  for  Governor.  While  his 
campaign  spent  money  in  the  years  leading  up  to  2012,  we  have  limited  our  analysis  to  a  single 
year.  First,  we  will  examine  contributions.  In  2012,  alone,  Nixon's  candidate  committee 
received  donations  ranging  from  eleven  cents  to  $500,000.00.  More  than  40%  of  the 
contributions  to  Nixon's  campaign  came  from  out  of  state. 
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Nixon  2012 

Contributions  from  in-state 
Contributions  from  out-of-state 

$4,703,437.39 
$3,348,067.98 

Percentage  Total  Contributions  from  Out-of-State 

41.58% 

Under  the  proposed  initiative,  candidate  committees  would  only  be  allowed  to  accept 
2,600  from  any  individual  or  entity.  In  2012,  Nixon's  candidate  committee  received  a  total  of 
$8,05 1 ,505.37  in  contributions.  If  you  limit  each  contributor  to  the  maximum  ($2,600.00)  imder 
Section  23.3 (l)(a),  IP,  and  eliminate  any  contributions  from  other  candidate  committees  pursuant 
to  23.3(4),  IP,  the  amount  of  contributions  is  significantly  less  --  $2,207,976.00.  That  is  a 
decrease  in  contributions  of  more  than  $5.8  million  dollars.  Only  27.42%  of  Nixon's 
contributions  in  2012  would  have  been  lawfiil  if  this  proposed  measure  were  in  place. 

 Nixon  2012  

Total  Contributions  $8,051,505.37 
Contributions  from  Candidate  Committees  $42,650.00 
Contributions  in  excess  of  $2,600  $5,800,879.37 


Total  Lawful  Contributions  under  IP  $2,207,976.00 
Total  spending  contributions  prohibited  under  IP  $5,843,529.37 

Percent  of  lawful  contributions  of  total  contributions  27.42% 

The  next  step  is  to  look  at  where  these  campaign  dollars  were  being  spent.  According  to 
the  Missouri  Ethics  Commission,  in  2012,  Nixon's  campaign  spent  more  than  $12  million 
dollars.^  The  expenditures  are  broken  down  by  categories  in  the  table  below. 


*  Nixon  had  raised  significant  contributions  prior  to  2012  for  the  2012  election  cycle.  If  the  proposed  IP  had  been 
in  effect,  the  loss  of  economic  activity  would  be  even  greater. 
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Nixon  2012  

Percentage  of 
Total 


Spending  (Dollars) 

Spending 

Payroll  &  Field  Work 

$745,023.80 

6.09 

Missouri  Taxes 

$63,404.72 

0.52 

Federal  Taxes 

$330,642.56 

2.70 

Media 

$9,181,550.00 

75.10 

Other  Missouri  Expenditures 

$866,243.68 

7.09 

Out  of  State  Expenditures 

$1,039,072.50 

8.50 

$12,225,937.26 

100.00 

Nixon  spent  approximately  $750,000  on  payroll  or  paying  field  workers.  All  of  this 
amount  would  be  subject  to  Missouri  State  income  tax.  The  amount  of  taxes  the  Nixon 
campaign  paid  directly  to  the  State  of  Missouri  is  in  excess  of  $60,000.  In  addition,  the  Nixon 
campaign  paid  more  than  $300,000  in  federal  taxes.  The  cities  of  Kansas  City  &  St.  Louis 
presumably  collected  a  1%  earnings  tax  from  a  portion  of  that  amount.  The  $750,000  paid  to 
employees  would  have  a  significant  impact  on  the  economy  due  to  the  multiplier  effect.  Much  of 
that  money  would  be  spent  on  retail  sales,  generating  sales  tax  for  the  state  and  local 
governments.  If  all  of  the  people  who  normally  work  political  campaigns  no  longer  could  be 
employed  by  campaigns,  there  would  be  significant  belt  tightening  by  these  individuals  which 
would  result  in  additional  lost  sales  tax  revenue. 

Nixon  also  spent  more  than  $9  million  dollars  on  "media."  All  of  that  money  went  to  an 
out-of-state  media  company.  Still,  traditionally  that  company  coordinates  all  the  media 
purchases,  which  presumably  were  with  in-state  media  providers,  as  Nixon  was  running  for 
Governor  of  Missouri.  While  some  of  the  $9  million  dollars  could  be  attributable  to  media 
production,  the  majority  of  it  was  likely  for  paid  radio,  television,  and  print  advertising  in 
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Missouri.  The  loss  of  $9  million  dollars  in  the  Missouri  media  market  in  a  single  year  is 
significant. 

Nixon  also  paid  more  than  $850,000  to  other  Missouri  individuals  or  companies.  Many 
of  these  expenditures  were  in  the  services  and  accommodations  sectors.  This  money  supports 
Missouri  businesses  and  helps  fiind  their  payroll. 

We  have  already  seen  that  the  proposed  measure  would  have  reduced  Nixon's  total 
campaign  contributions  by  72.58%.  Assuming  the  proposed  measure  would  decrease  spending 
by  the  same  amount,  we  can  project  what  Nixon's  spending  would  have  looked  like  with 
contribution  limits  in  place. 


Nixon  2012 

Projected  Spending 

Spending  (Dollars) 

with  Contr.  Umlts 

Payroll  &  Field  Work 

$745,023.80 

$204,285.53 

Missouri  Taxes 

$63,404.72 

$17,385.57 

Federal  Taxes 

$330,642.56 

$90,662.19 

Media 

$9,181,550.00 

$2,517,581.01 

Other  Missouri  Expenditures 

$866,243.68 

$237,524.02 

Out  of  State  Expenditures 

$1,039,072.50 

$284,913.68 

$12,225,937.26 

$3,352,352.00 

The  proposed  measure  would  have  translated  into  a  spending  decrease  of  $8.87  million 
dollars.  Again,  for  just  one  campaign  for  just  one  year.  Even  if  you  assume  only  75%  of  the 
"media"  expenditures  affect  Missouri's  economy,  approximately  70%  of  Nixon's  total  campaign 
expenditures  affect  the  Missouri  economy.  In  total,  just  one  year  of  one  campaign  resulted  in 
approximately  $8.5  million  dollars  of  expenditures  in  or  affecting  Missouri's  economy.  This 
estimate  does  not  include  the  multiplier  effect  of  such  expenditures. 


7 


The  Effect  on  the  State  of  Missouri 

According  to  the  Missouri  Ethics  Commission,  total  expenditures  by  candidates  that 
would  be  affected  by  the  proposed  measure  were  approximately  $49.5  million  dollars  in  2012. 
Reducing  that  number  by  the  percentage  of  allowable  contributions  we  saw  with  the  Nixon 
campaign  (27.42%)  translates  to  a  loss  of  almost  $36  million  dollars  due  to  the  initiative  petition. 


Statewide  2012 

Projected  Spending 

Spending  (Dollars) 

with  Contr.  limits 

Lost  Dollars  due  to  IP 

Payroll  &  Field  Work 

$3,016,429.52 

$827,104.98 

$2,189,324.55 

Missouri  Taxes 

$256,711.09 

$70,390.18 

$186,320.91 

Federal  Taxes 

$1,338,695.46 

$367,070.30 

$971,625.17 

Media 

$37,173,978.19 

$10,193,104.82 

$26,980,873.37 

Other  Missouri 

Expenditures 

$3,507,220.86 

$961,679.96 

$2,545,540.90 

Out  of  State  Expenditures 

$4,206,964.89 

$1,153,549.77 

$3,053,415.11 

$49,500,000.00 

$13,572,900.00 

$35,927,100.00 

The  loss  of  these  payroll  amounts  impacts  state  revenues  in  two  ways:  (1)  the  loss  of  state 
income  taxes  on  these  amounts  and  (2)  the  loss  of  state  sales  taxes  forgone.  First,  the  amount  of 
state  income  taxes  can  be  estimated  taking  the  total  payroll  figure,  applying  the  multiplier,  and 
multiplying  by  the  tax  rate  of  .06%.  I  lere,  lost  income  tax  revenue  would  total  $656,767.36. 
In  estimating  lost  sales  tax  amount,  the  multiplier  must  be  applied.  Previous  research  has 
suggested  using  a  local  fiscal  multiplier  of  5.    Assuming  35%  of  the  payroll  income  is  taxable 
spending,  the  total  lost  sales  tax  revenue  would  be  more  than  $186,000 
(2,189,324.55*5*.04225). 


'  A  multiplier  helps  estimate  the  direct  impact,  indirect  impact  and  induced  impacts.  Direct  impact  includes  the 
payroll  dollars  being  paid.  Indirect  impact  represents  the  impact  of  routine  consumer  spending  by  those  individuals. 
Induced  effects  are  those  changes  in  spending  due  to  additional  (or  lost)  employment  generated  by  the  direct  and 
indirect  effects.  "Expenditure  Multiplier"  attached  as  Appendix  B. 
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With  respect  to  the  media  spending,  assuming  only  75%  of  that  translates  to  Missouri 
corporate  income,  and  applying  the  corporate  tax  rate  translates  into  a  loss  of  $1,264,728.44 
(26,980,873.37  *.75  *.0625).  Also  assuming  that  half  of  the  media  spending  is  paid  out  to 
employees  in  salaries,  there  would  be  lost  income  taxes  and  sales  taxes  on  that  amount.  There 
would  be  approximately  $4,047,131 .01  (26,980,873.37*.50*5*.06)  in  lost  income  tax.  There 
would  be  a  corresponding  loss  of  state  sales  tax  revenue  from  this  loss  of  salary  in  the  amount  of 
$997,449.16  (26,980,873.37*.50*5*.035*.04225).  Finally,  there  would  be  sales  tax  lost  on  the 
"other  Missouri  expenditures."  Even  assuming  only  half  of  such  expenditures  were  taxable, 
applying  the  multiplier  and  the  sales  tax  rate,  the  state  would  lose  $268,872.76  of  sales  tax 
revenue.  The  total  loss  to  Missouri  state  government  (based  on  only  one  year  of  one  election 
cycle)  is  at  least  $7.39  million  dollars. 


2014-032  Impact  on  the  State 

Lost  State  Income  Tax  due  to  lost  campaign  payroll 
Lost  State  Income  Tax  due  to  lost  media  payroll 

$656,767.36 
$4,047,131.01 

Lost  State  Sales  Tax  due  to  lost  campaign  payroll 

Lost  State  Sales  Tax  due  to  lost  media  payroll 

Lost  State  Sales  Tax  on  "Other  Missouri  Expenditures" 

$161,873.18 
$997,449.16 
$268,872.76 

Lost  Corporate  Income  Tax  on  media  companies  Income 

$1,264,728.44 

TOTAL 

$7,396,821.91 

The  Effect  on  Local  Government 

In  addition,  the  proposed  measure  would  have  a  significant  effect  on  local  government 

revenue.  In  St.  Louis  and  Kansas  City,  a  1%  earnings  tax  is  collected  on  income.  There  would 

be  losses  associated  with  both  the  lost  campaign  payroll  and  lost  media  payroll,  in  the  amounts 
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of  $14,228.42  and  $87,674.35  respectively.*  In  addition,  the  average  local  sales  tax  rate  is  3.45% 
in  Missouri.  This  rate  was  applied  to  the  same  tax  bases  as  described  above,  resulting  in  total 
lost  sales  tax  revenue  of  over  $1.1  million.  The  total  loss  to  local  governments  as  a  result  of  the 
proposed  measure  exceeds  $1.2  million. 


2014-032  Impact  on  Local  Governments 

Lost  Earnings  Tax  due  to  lost  campaign  payroll 
Lost  Earnings  Tax  due  to  lost  media  payroll 

$14,228.42 
$87,674.35 

Lost  Local  Sales  Tax  due  to  lost  campaign  payroll 

Lost  Local  Sales  Tax  due  to  lost  media  payroll 

Lost  Local  Sales  Tax  on  "Other  Missouri  Expenditures" 

$132,180.47 
$814,485.11 
$219,522.90 

TOTAL 

$1,268,091.25 

Senate  Bill  844 

In  2010,  the  Missouri  legislature  passed  Senate  Bill  844.  Legends  Bank  filed  a  lawsuit 
asserting  three  arguments  (1)  SB  844  violated  the  single  subject  requirement  of  article  III, 
section  23  of  the  Missouri  Constitution,  (2)  SB  844  violated  the  original  purpose  requirement  of 
article  111,  section  21,  and  (3)  SB  844  violated  the  First  Amendment  because  it  bars  political 
action  committees  from  receiving  money  Irom  Missouri  state-chartered  banks  but  allows 
political  action  committees  to  receive  money  from  other  entities  and  individuals.  Legends  Bank 
V.  State,  361  S.W.3d  383,  385-386  (Mo.  banc  2012).  The  trial  court  found  that  SB  844  violated 
the  single  subject  requirement  and  that  section  130.031.13  violated  the  First  Amendment.  Id.  at 

*  In  201 1,  the  population  of  St.  Louis  and  Kansas  City  as  a  percentage  of  total  state  population  was  12.998% 
according  to  the  U.S.  census  bureau.  Applying  this  percentage  to  the  total  payroll  statewide  generates  an  estimate  of 
payroll  that  would  be  subject  to  the  earnings  and  income  tax.  This  estimate  will  likely  underestimate  the  actual 
fiscal  impact  because  the  earnings  tax  is  collected  from  all  city  residents  and  all  non-city  residents  who  work  within 
the  city  limits. 
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386.  The  Supreme  Court  did  not  reach  the  First  Amendment  issue  because  the  finding  that  SB 
844  violated  the  original  purpose  requirement  of  the  Missouri  Constitution  was  dispositive.  Id. 
at  387. 

The  proposed  initiative  petition  contains  a  provision  identical  to  the  provision  that  was 
the  subject  of  the  First  Amendment  challenge  in  Senate  Bill  844  (IP,  Section  23.3(12)).  It  is 
highly  likely  this  proposed  measure  will  be  challenged  in  court  and  the  state  will  be  forced  to 
expend  significant  resources  in  defending  the  suit.  This  figure  should  be  added  to  the  one-time 
costs  for  the  state. 
Conclusion 

The  proposed  measure  would  have  a  significant  negative  economic  impact  on  both  the 

state  and  local  governments  in  Missouri.  In  just  one  year,  election  spending  amounted  to  almost 

$50  million  in  Missouri.  The  proposed  measure  would  drastically  reduce  election  spending. 

State  and  local  governments  would  lose  income  and  earnings  tax  revenue  and  sales  tax  revenue, 

not  just  on  the  amount  of  decreased  election  spending,  but  much  more,  due  to  the  multiplier 

effect.  Any  estimate  of  fiscal  impact  of  the  proposed  measure  must  include  these  significant 

losses  in  order  to  adequately  inform  potential  signers  and  voters.  We  .submit  the  following 

proposed  statement  of  fiscal  impact: 

Annual  state  government  revenue  will  decrease  by  at  least  $7.39  million  per  year. 
It  is  estimated  this  proposal  will  also  increase  state  government  costs  by  at  least 
$127,000  armually  and  result  in  one-time  costs  of  about  $50,000.  Annual  local 
govermnent  revenue  will  decrease  by  at  least  $1.2  million  per  year. 
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Abstract 

This  paper  asks  how  government  and  private  consumption  spending  affect  earn- 
ings in  service  sectors.  To  do  this,  we  exploit  a  natural  experiment,  using  an  ex- 
ogenous form  of  consumption  spending-the  money  spent  while  campaigning  for  a 
party's  Presidential  primarj'  nomination.  To  answer  these  questions,  we  create  a 
novel  dataset  combining  the  date  each  state  held  its  primary  from  1976-2008,  the 
date  in  each  election  cycle  in  which  only  one  candidate  remained,  and  quarterly 
state  income  by  sector.  Hosting  a  primary  election  increases  total  income,  partic- 
ularly in  the  accommodations  sector.  These  results  remain  consistent  when  u.sing 
data  on  primary  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 
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Appendix  A 


1  Introduction 

Government  expenditures  have  been  found  to  increase  employment  and  income. '  How- 
ever, this  literature  restricts  itself  to  studying  investment  expenditures  in  the  form  of 
education,  health,  military,  and  infrastructure  spending,  leaving  the  question,  "How  docs 
added  consumption  spending  affect  income?"  unanswered.^  This  paper  uses  a  natural 
experiment  to  estimate  the  relationship  between  consumption  spending  and  shoi-t-run 
income  growth  by  exploiting  exogenous  variation  in  the  dmatiou  and  ordering  of  Presi- 
dential primary  campaigns. 

In  2008  alone,  these  campaigns  spent  $348  million  across  states  on  hotels,  meals,  rental 
cars,  and  other  campaign  expenditures.'  This  figure  does  not  include  the  amount  spent 
by  media  covering  the  race,  personal  in-state  expenses  of  staffera,  or  additional  funds 
individuals  outlay  when  coming  out  to  witness  the  spectacle  of  a  primary  race.  We  use 
this  exogenous  spending  to  determine  the  short-run  income  growth  when  money  enters  a 
state  economy. 

Piimary  elections  are  held  sequentially  by  state  and  cacli  election  cycle  varies  in  dura- 
tion due  to  changes  in  the  competitiveness  of  elections.  In  some  years,  there  is  no  primary 
in  many  states,  as  the  nomination  is  determined  long  before  each  state  has  its  turn  to  vote 
for  a  nominee.^  For  example,  in  2004  Senator  Kerry  clinched  the  Democratic  nomination 
in  March,  whereas  in  2008  President  Obama  did  not  win  the  nomination  until  June.  In 

'Sec  for  example,  Wilson  (2011),  Shoag  (2010),  Serrate  and  Wingender  (2010),  Chodorow-Reich  et 
al.  (2011),  Rainej'  (2011),  and  Ramey  (2011a). 

'To  a  certain  degree,  this  question  has  been  addressed  in  the  literature  on  the  economic  impact 
of  mega-events  such  as  the  Superbowl,  Presidential  Nomination  conventions,  and  the  Olympics,  (See 
Matheson  (2006)  and  citations  therein).  However,  it  differe  in  certain  respects,  most  importantly  in 
that  we  have  a  stronger  identification  stratcdy.  In  primary  elections,  there  is  ex-ante  uncertainty  as  to 
whether  or  not  a  state  will  be  reached  by  primary  campaigns,  whereas  mega-events  are  planned  far  in 
advance.  Mega-events  allow  an  area  to  anticipate  additional  consumption  axpcnditures  and  internalize 
the  benefits  by  increasing  up  front  costs.  However,  the  value  of  consumption  spending  in  a  primary  is 
unanticipated  ex-ante  and  the  variance  in  spending  between  hosting  and  not  hosting  a  primarj'  is  high, 
deterring  businesses  from  internalizing  the  benefits  prior  to  the  event.  Second,  candidates  campaign  in 
areas  to  reach  the  maximum  number  of  pivotal  voters  not  in  the  most  desirable  tourist  locations,  so  it  is 
unlikely  that  crowd  out  of  the  local  tourist  sector  occurs  in  this  setting  as  in  the  prior  vein  of  literature. 

^Authors'  calculation  based  on  CRP  (201 1). 

■■Wc  consider  the  nomination  determined  once  there  is  only  one  candidate  remaining  in  the  contest. 
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particularly  long  primaiy  elections,  local  businesses  in  states  that  are  not  normally  ex- 
posed to  primary  campaigns  receive  an  exogenous  increase  in  revenue.  In  addition,  many 
states  change  their  position  on  the  primaiy  calendar  between  election  cycles. 

This  paper  first  establishes  the  cxogencity  of  campaign  spending  and  economic  indicar 
tors.  Next,  we  exploit  the  variation  in  whether  or  not  a  state  receives  campaign  spending 
in  each  yeai-  to  test  how  this  increased  spending  affects  local  economies.  Specifically,  we 
study  how  income  growth  is  affected  by  the  presence  of  a  primary  in  a  given  stale  and 
quarter.^ 

To  conduct  this  analysis,  we  create  a  novel  dataset  of  primarj'  and  caucus  dates  from 
1976-2008,  where  we  detennine  if  a  state  held  a  primary  based  on  the  scheduled  primary 
date  and  the  date  in  which  only  one  candidate  remained  in  each  party's  election.  We  pair 
this  primary  elections  data  with  quarterly  state-level  and  sector-specific  information  on 
personal  income  levels  from  the  Bureau  of  Economic  Analysis  (BEA). 

We  find  that  the  presence  of  a  primaiy  increases  overall  income,  as  well  as  income 
in  sei-vice-related  sectors.  Prom  1976-2008,  income  growth  increased  by  0.53  percentage 
points  in  states  with  primaries,  compared  to  an  average  income  growth  of  1 .3  percentage 
points  per  quarter.  This  implies  about  a  41%  increase  in  the  quarterly  income  growth 
rate  in  quarters  when  there  is  primaiy  spending.  Our  results  are  robust  to  controlling 
for  factore  related  to  the  amount  of  spending  as  well  as  to  including  state  fixed  effects. 
Wc  verify  these  results  using  data  on  campaign  expenditures  for  2004  and  2008  from 
the  Center  for  Responsive  Politics.^  In  this  setting,  we  find  that  doubling  campaign 
expenditures  increases  overall  income  growth  by  about  0.05  percentage  points  (or  hosting 
a  primary  results  in  a  35%  increase  in  quarterly  income  growth  rates),  and  this  effect  is 
particularly  pronounced  in  the  accommodations  sector. 

*The  idea  that  election  outcomes  could  affect  the  economy  is  not  new.  Snowberg  et  al.  (2007)  use 
prediction  market  analysis  of  elections  from  1880-2004  to  show  that  electing  a  Republican  President  raises 
equity  valuations  by  23%.  Knight  (2006)  shows  that  policy  platforms  in  the  2008  Presidential  general 
election  were  capitalized  into  equity  prices.  No  one  has  previously  asked  how  the  act  of  campaigning  can 
affect  the  cconomj'. 

"Data  on  campaign  expenditures  are  only  available  for  these  two  years. 
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We  appeal  to  two  distinct  literatures  in  this  paper.  First,  the  existence  of  primary  elec- 
tions provides  a  new  environment  in  which  to  studj'  local  economic  development,  through 
exogenous  shocks  to  consumption  expenditures.  Recently,  scholars  and  policymakere  have 
expressed  interest  in  the  American  Recovery  and  Reinvestment  Act  (ARRA)  spending. 
Wilson  (2011)  and  Chodorow-Rcich  ct  al.  (2011)  use  instrumental  variable  strategies  and 
find  that  one  new  job  created  costs  $125,000  and  $26,300  per  yeai',  respectively.'^  Ask- 
ing a  similar  question  Serrato  and  Wingcnder  (2010)  find  that  an  additional  job  costs 
$30,000  per  A'ear,  using  an  instrumental  variables  strategy  and  data  on  federal  investment 
spending.  Similarly,  Shoag  (201 0)  uses  the  idiosyncratic  component  of  state-managed  de- 
fined benefit  pensions  to  predict  government  spending.  He  finds  that  $35,000  of  spending 
generates  one  additional  job. 

In  comparison  to  the  papers  just  mentioned,  we  avoid  the  natural  endogeneity  con- 
cern that  spending  is  often  allocated  to  states  in  the  most  need  of  growth.*  Candidates 
campaign  as  to  maximize  their  chances  of  winning  the  election,  wliich  generally  means 
following  the  primaiy  calendar.  Candidates  campaign  in  states  sequentially,  and  tend  to 
not  visit  a  state  until  the  primary  is  upcoming.  One  reason  for  this  is  that  individual 
victories  create  momentum  to  propel  a  candidate  to  his  next  contest."  In  addition,  can- 
didates also  have  a  disincentive  to  over-spend  in  the  primaiy,  as  they  want  to  save  any 
potential  funds  for  the  general  election  battle,  conditional  on  winning  the  nomination.  For 
these  reasons,  the  optimal  strategy  for  candidates  is  to  campaign  sequentiall}',  meaning 
that  the  allocation  of  funds  will  depend  on  the  primarj'  schedule  and  will  be  exogenous 
to  local  economic  conditions. 

In  addition,  our  paper  studies  the  effect  of  spending  on  a  different  set  of  sectora 
than  is  normally  assessed.  Most  of  the  ARRA  funds  were  centered  around  Medicaid  and 

^Chodorow- Reich  et  al.  (2011)  find  that  the  jobs  resulting  from  Medicaid  spending  are  concentrated 
iu  the  state  and  local  government,  health,  and  education  sectors. 

^This  is  particularly  true  in  the  cases  of  the  ARRA  spending,  though  Knight  (2002)  shows  tliat  this 
can  also  be  true  in  the  transportation  sector. 

^See  Abramowitz  (1989),  Abramson  et  al.  (1992),  Mutz  (1998),  Adkins  and  Dowdlc  (2001),  Callander 
(2007),  Struiupf  (2002),  and  Klumpp  and  Polboni  (2006)  for  more  on  the  necessity  of  momentum  in 
primary  contests. 
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education,  and  other  federal  spending  initiatives  focused  on  infrastructure  investment, 
energy  efficiency,  unemploj'ment  assistance,  and  state  and  local  government  stabilization 
(111th  Congress  2009).  On  the  other  hand,  primary  spending  likely  benefits  the  local 
economy  in  the  service-related  sectors.  Another  unique  feature  of  our  work  is  that  transfers 
do  not  entirely  come  from  the  federal  government,  allowing  us  to  study  how  increases  in 
consumption  expenditures  in  the  form  of  transfei-s  can  affect  income  growth.  Primary 
campaigns  are  sometimes  funded  through  federal  matching,  but  candidates  vying  for  their 
party's  presidential  nomination  rely  on  money  from  individual  donors  and  from  Political 
Action  Committees.^" 

Second,  while  we  establish  that  the  duration  of  a  primary  and  the  time  in  which  states 
changed  their  primaiy  dates  are  uncorrelated  with  economic  indicators,  our  paper  adds 
to  the  literature  investigating  the  incentives  for  states  to  hold  early  primaiies."  States 
early  in  the  primary  process  are  presumed  to  have  a  disproportionate  effect  on  candidate 
selection  by  building  candidate  viability,  attracting  donors  and  volunteers,  and  creating 
momentum  (Abramowitz  1989;  Abramson  et  al.  1992;  Mutz  1998).  Some  work  examines 
the  policy  benefits  of  early  contests.  Taylor  (2010)  finds  no  effect,  while  Knight  and  Schiff 
(2010)  find  that  early  contests  had  a  20%  greater  influence  over  candidate  selection  than 
later  contests  in  2004.^^  Similarly,  Malhotra  and  Snowberg  (2011)  find  that  the  order 
mattered  less  than  pivotal,  or  competitive,  primary  contests  in  2008.  Theoretical  work 
demonstrates  that  voters  can  use  early  contests  as  cues  in  determining  their  vote  choices.'^ 
This  paper  is  the  first  to  investigate  the  potential  economic  benefits  of  having  an  early 
'"See  Section  G  for  more  on  federal  funding  percentages. 

"States  have  a  demonstrated  interest  in  holding  early  primaries.  For  example,  in  2008  Michigan  and 
Florida  moved  their  primaries  to  January,  and  this  was  rejected  bj'  the  DNC.  Democratic  candidates 
agreed  to  refrain  from  campaigning  in  these  states,  and  the  delegates  were  not  counted  in  the  candidates' 
totals.  This  did  not  deter  Florida  from  moving  its  primaiy  up  in  the  order  again  In  2012,  which  was  tliis 
time  rejected  by  the  RNC,  costing  the  state  half  of  its  delegates  (Grice  2012).  Thus,  moving  a  primajy 
contest  too  eaily  can  be  costly,  yet  states  are  still  attempting  to  change  their  primaiy  dates. 

'^Taylor  (2010)  uses  state  procurement  data  from  1984  to  2004  to  show  that  primary  order  niatten? 
only  in  competitive  nominations  when  the  victorious  candidate  won  that  states  contest.  Knight  and  Schiff 
(2010)  use  changes  in  prediction  markets  over  the  election  to  identify  influence. 

'^See  Morton  and  Williams  (2001),  Callander  (2007),  Sci-ra  (2011),  and  Ali  and  Kartik  (2006). 
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nomination  contest. 

The  remainder  of  the  paper  is  organized  as  follows.  Section  2  describes  the  construction 
of  the  dataset.  Section  3  provides  descriptive  statistics  and  motivates  our  identification 
strategy.  Section  4  explains  our  empirical  strategies  and  presents  our  findings.  Section  5 
discusses  the  source  of  campaign  funds,  and  Section  6  provides  concluding  remarks. 

2  Data 

We  combine  institutional  details  of  priinarj'  races  dating  back  to  1976  with  state- 
level  personal  income  data  from  the  Bureau  of  Economic  Analj'sis  (BEA),  creating  a 
comprehensive  Presidential  primary  and  local  economic  database.  In  the  next  3  sub- 
sections, we  explain  how  we  collected  these  data.  For  more  information  on  the  specifics 
of  the  variables  created,  including  summary  statistics,  the  source  of  each  vaiiable  and  the 
calculation  of  each  variable,  see  Tables  8-10  in  Appendix  A. 

2.1    Primary  Information 

We  hand-collect  a  thorough  database  of  the  dates  of  each  primarj'  or  caucus  in  each 

state  starting  from  1976,  which  is  the  first  yeai-  the  Democratic  National  Committee 

(DNC)  and  Republic  National  Committee  (RNC)  held  conventions  in  their  current  forms, 

and  ending  in  2008.*^  We  obtain  this  information  from  the  Green  Papcra  (for  primaries), 

as  well  as  Fiontloading  HQ  (for  caucuses),  and  confirm  these  with  state  election  boards 

when  the  two  are  not  consistent.  When  a  state's  delegates  are  determined  by  only  state 

party  officials  (and  not  in  caucuses  or  primaries  with  individual  voters),  we  count  this  as 

'■"A  parallel  literature  looks  at  the  effects  of  the  primary  structure  on  general  election  outcomes.  Tlie 
primary  process  may  constrain  candidates  from  converging  to  the  position  of  the  median  voter,  as  they 
will  take  on  more  extreme  positions  to  satisfy  primary  voters  who  are  less  moderate  than  the  general 
population  (Gccr  1988;  Norrandcr  1989).  Malhotraand  Snowberg  (2011)  study  the  effects  of  early  contests 
more  broadly,  including  candidates'  difficulties  of  returning  to  the  center  in  the  general  after  trying  to 
attract  primary  voters. 

'*This  means  that  individual  voters,  not  party  elites,  began  selecting  candidates  in  eacli  state.  The 
candidate  with  the  most  delegates  earned  the  nomination  at  a  national  convention. 
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a  case  where  the  state  did  not  have  a  "primaiy."  In  cases  where  states  hold  a  "beauty 
contest"'  nomination,  where  individual  voters  choose  their  favorite  candidate  but  there 
are  no  delegates  at  stake,  we  count  this  as  having  a  "primaiy,"  as  some  candidates  find 
it  important  to  win  a  symbolic  victory  in  these  states  to  gain  momentum. '"-^^ 

Next,  we  collect  information  on  the  date  at  which  the  nomination  was  clinched  for  each 
party  in  each  j'ear.  We  award  a  candidate  the  nomination  when  he  is  the  only  candidate 
left  in  the  contest,  meaning  that  the  primary  campaigning  has  ended.  This  sometimes 
occurs  months  before  the  convention  date.  Table  1  contains  the  dates  at  which  candidates 
clinched  the  nominations  over  time.  In  cases  where  the  incumbent  was  not  challenged  in 
the  prunaiy,  such  as  1984  for  Ronald  Reagan,  we  code  the  primary  for  that  paity  as  "no 
primajy."'" 

Additionally,  in  certain  situations  there  could  be  spending  for  the  primaiy  and  the 
general  election  at  the  same  time.  For  example,  in  2004,  when  President  George  W.  Bush 
was  the  incumbent,  he  immediately  began  cajnpaigning  for  the  general  election  because 
he  had  no  competition  in  the  primaiy.  During  this  same  time  period.  Democrats  were 
competing  for  their  party's  nomination.  Likewise,  in  2008  Senator  McCain  started  to 
campaign  for  the  general  election  once  he  clinched  the  nomination  in  March,  whereas  the 
Democratic  primary  continued  for  three  additional  months.  We  want  to  be  sure  that  we 
ai"e  measuring  the  effect  of  primaiy  election,  not  general  election,  spending.  Thus,  we 
collect  data  on  the  battleground  states  for  each  election  C5'cle,  asserting  the  conventional 
wisdom  that  candidates  only  campaign  in  battleground  states  in  Presidential  general 
elections  (Stromberg  2008;  Ashworth  and  Clinton  2007;  Huber  and  Arceneaux  2007).'® 

'^States  holding  these  "beauty  contests"  usually  choose  their  candidate  based  on  conventions  and  state 
party  officials'  decisions.  After  2000,  there  are  some  instances  where  there  were  no  delegates  at  stake, 
after  a  state  had  moved  up  in  the  primary  process  and  one  of  the  national  committees  considered  this 
unconstitutional  ,  i.e.  Michigan  and  Florida  in  2008.  These  two  states  still  had  campaigning  from  the 
Republicans,  so  we  include  them  in  this  context  alone. 

'^The  primary  dates  by  party  for  each  state  and  year  combination  fi-om  1976  to  2008  are  available 
upon  request. 

All  incumbents  do  not  have  the  luxury  of  having  no  opposition  in  the  primar3'  election.  For  example, 
President  Carter's  low  approval  ratings  gave  the  DNC  justification  to  push  other  candidates,  including 
Edwaid  Kennedy,  to  challenge  him  in  tlie  priraar3'  contest. 
"See  Section  2.3  for  more  on  spending. 
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We  label  a  state  as  a  battleground  state  if  the  difference  in  the  likelihood  the  Democratic 
candidate  wins  and  the  Republican  candidate  wins  is  ever  within  10  percentage  points 
in  Intrade  prediction  markets  or  polling  data  (specifically,  pollster.com  and  David  Lcip's 
polling  report).  In  earlier  elections  when  polls  are  more  sparselj'  available  (i.e.,  1976- 
1992),  wc  instead  look  at  the  races  where  the  candidates'  end  vote  shares  were  within  10 
percentage  points  of  one  another.^  Finally,  a  state  can  only  be  labeled  as  a  battleground 
state  if  1)  the  election  cycle  has  started  and  2)  the  primai7  contest  in  at  least  one  party 
has  been  completed  (i.e.,  only  one  candidate  is  remaining).^' 

2.2  Income 

The  BEA  reports  total  personal  income  in  each  quarter  and  state,  for  each  sector 
of  the  economy.  For  the  purpose  of  this  paper,  we  refer  to  total  earnings  (excluding 
government  transfers)  as  total  income.  We  transform  this  into  per-capita  values  using 
population  data  from  the  US  census.  In  addition  to  total  income  per  capita,  we  focus  on 
the  sectore  where  we  would  expect  large  effects  from  primary  spending,  which  are  mostly 
service  related  sectors.  Accommodations  and  retail  are  two  sectors  we  focus  on,  in  that 
the  visiting  campaign  staff  and  media  will  need  to  stay  in  hotels  and  make  purchases 
during  the  campaigns.  The  accommodations  and  retail  sector  accounted  for  about  5% 
and  9%  of  total  income  in  2008,  respectivelj'. 

The  BEA  data  is  divided  into  2  periods:  1974-2001,  and  1990-2009,  and  the  sector 
definitions  changed  across  the  two  periods.  We  focus  our  analysis  on  the  services  sector, 
particularly  food  and  accoimnodations,  because  that  is  where  we  expect  to  see  the  laigest 
effect.  In  the  data  from  1974-2001,  the  BEA  only  reports  total  income  in  the  services  sec- 
tor. However,  in  the  1990-2009  data,  they  divide  services  into  different  groups,  including 
food  and  accommodations,  which  we  focus  on.  We  therefore  do  the  anal5'sis  separately 

'"A  list  of  each  state  and  the  yeai-s  in  which  the  state  was  a  battleground  in  competitive  in  the  general 
election  is  shown  in  Appendix  B. 

"Conditional  on  hosting  a  priniarj'  in  a  given  quarter,  the  probability  that  a  given  state  is  labeled  a 
battleground  state  in  the  same  quarter  is  less  than  39  percent. 
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for  each  period  due  to  these  data  limitations.^^ 

2.3    Campaign  Expenditures 

We  obtain  campaign  expenditures  data  for  the  2004  and  2008  primary  election  cycles 
from  the  Center  for  Responsive  Politics  (CRP),  which  collects  and  compiles  data  from 
the  Federal  Election  Commission."  These  data  contain  information  on  each  expenditure 
made  in  House  and  Presidential  races  by  campaigns,  Political  Action  Committees  (PACs), 
and  state  parties,  where  each  expense  contains  a  date,  location  (down  to  zip  code),  and 
information  on  what  the  expense  entailed  (i.e.  hotel).  We  narrow  this  dataset  to  include 
only  expenses  made  in  pursuit  of  the  primary  nomination  by  the  Presidential  candidate's 
official  campaign,  i.e.  "Baiack  Obama  for  President,  2008."  We  do  not  include  PAC 
spending  as  it  is  difficult  to  understand  for  which  campaign  the  PAC  is  spending  its  funds 
(i.e.  Presidential  or  House)  in  the  data. 

These  data  also  include  information  on  the  di^^sion  of  the  campaign  in  which  the 
expense  was  made.  We  create  two  different  measures  of  expenditures.  Campaign  expen- 
ditures consist  of  all  monej'  spent  by  the  candidate  and  his  direct  staff  on  travel,  hotel 
rooms,  and  meals,  as  well  as  local  polling,  Get-out-the-Vote  campaigns  (GOTV),  and 
campaign  events.  Li  addition,  campaign  expenditures  include  what  the  campaign  calls 
"administrative  expenditures,"  which  includes  all  money  spent  on  the  offices  within  a  state 
and  its  staffers.  This  mostly  consists  of  spending  on  catering  for  meetings,  rent,  utilities, 
cable,  and  internet  in  campaign  offices,  administrative  supplies  (associated  largely  with  IT 
costs),  and  staffer  trawls  (rental  cars,  housing,  flights,  etc.).  Total  expenditures  include 
all  expenses  listed  under  our  campaign  expenditures  measure,  as  well  as  money  spent  on 
broadcast,  radio,  and  print  advertising,  along  with  other  media-related  costs  (i.e.,  media 
consultants,  production  costs  of  advertisements,  and  miscellaneous  costs  related  to  getting 

^We  attempted  to  aggi'egate  tlie  1990-2009  data  to  get  a  total  measure  of  income  in  the  services 
sector.  Since  the  years  1990-2001  are  included  in  both  datascts,  we  can  compare  to  see  how  similar  the 
two  measiucs  are.  They  are  vei-y  different,  which  is  why  we  could  not  use  this  aggregated  services  income 
in  the  same  analj'sis  as  the  1974-2001  sei-vices  data. 

^'Sec  CRP  (2011)  for  more  information  on  the  dataset. 
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out  the  message). 

The  total  expenditures  are  likely  to  include  some  expenses  that  do  not  directly  affect 
a  state's  local  economy  at  the  time  of  a  primarj',  though  they  are  expenses  made  for  the 
primary  campaign.  For  example,  the  production  of  an  advertisement  run  in  Iowa  could 
be  done  in  California,  and  thus  included  in  this  measure.  The  production  could  also  be 
done  in  Iowa,  however,  and  it  is  not  feasible,  given  the  data,  to  distinguish  the  two.  Thus, 
for  the  remainder  of  the  paper,  we  choose  to  focus  on  the  campaign  spending  measure  in 
favor  of  the  total  expenditures  measure. 

We  expect  that  campaign  expenditures  are  a  good  proxy  for  the  candidate's  travel 
and  the  campaign's  direct  expenses.  However,  the  administrative  portion  of  the  campaign 
expenditures  are  likely  a  lower  bound  for  the  Eunount  of  money  staffei-s  spend  in  cacli  state 
during  the  campaign.  For  example,  if  campaign  staff  goes  to  a  restaurant  in  the  evening, 
this  will  not  be  covered  as  a  campaign  expense,  especially  if  the  meal  includes  alcohol. 
This  spending  amount  is  a  lower  bound  for  total  exogenous  spending  in  the  area,  since 
national  news  and  media  crews  also  tend  to  follow  and  cover  the  primai-y  scliedule  state 
by  state.  Even  with  this  lower  bound,  states  with  primaiies  tend  to  see  between  one  half 
a  million  and  19  million  dollare  in  spending  over  an  election  cycle.  Comparing  this  to 
the  mediEui  total  income  in  the  retail  and  accommodations  sectors,  7.14  and  3.3  billion 
respectively,  this  is  still  enough  money  to  modestly  boost  local  income  growth.^* 


3    Descriptive  Statistics 

In  this  section,  we  first  argue  that  the  timing  and  existence  of  a  primary  campaign  is 
exogenous  to  local  economic  growth.  We  next  look  at  the  campaign  expenditures  data 
from  2004  and  2008  to  establish  that  there  is  more  spending  during  primary  campaigns. 

^■•if  we  instead  use  total  expenditures  instead  of  campaign  and  administration  expenditures  in  the 
analysis  that  follows,  our  results  aie  slightly  smaller  in  magnitude,  though  they  remain  substantively 
similar  to  the  estimates  provided.  These  results  are  available  upon  request. 
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3.1    Exogeneity  of  Primary  Campaigns 

The  identification  strategy  in  this  paper  comes  from  the  orthogonality  of  primaiy 
campaign  spending  in  a  given  state  and  the  state's  local  economy,  where  the  nature  of 
primary  contests  gives  candidates  an  incentive  to  campaign  sequentially.  Since  this  money 
is  not  targeted  to  states  with  the  most  need,  the  shock  to  consumption  expenditures 
generated  from  priraaiy  campaign  spending  is  exogenous  to  income  levels.  Iowa's  primary 
is  always  first  in  the  election  cycle,  so  the  state  should  expect  the  millions  of  dollars  spent 
in  local  businesses  by  the  Presidential  campaigns,  media  crews,  and  the  ceremony  of  the 
primary  election.  Since  the  natural  experiment  fails  in  this  case,  we  drop  all  states  that 
have  a  primary  in  eveiy  j'ear  in  our  analysis.  Other  states,  however,  experience  more 
variation  in  regards  to  (1)  whether  or  not  any  money  will  be  spent  in  primary  campaigns 
and  (2)  how  much  money  will  be  spent.  This  variation  comes  from  two  main  channels. 

First,  the  duration  of  any  primary  campaign  is  unknown  ex  ante.  While  some  priniaiy 
campaigns  leave  only  one  candidate  in  each  party  after  only  a  few  months  (i.e.  in  2004 
when  Scnatorj'  Kerry  clinched  in  March),  other  election  cycles  (i.e.  2008)  carry  on  until 
June,  reaching  every  state.  Figure  1  shows  the  variation,  by  party,  of  the  number  of 
states  reached  by  campaigns  in  each  election  cycle.  This  shows  significant  fluctuations  in 
the  number  of  states  that  have  primary  elections  each  year,  particularly  in  Republican 
primaries.  Alternatively,  Figure  2  plots  the  duration  of  primary  campaigns  over  time, 
where  the  duration  is  defined  as  the  number  of  days  from  the  first  primary  until  only  one 
candidate  remained  in  the  contest.^*  In  general,  the  early  contests  fiom  1976-1992  took 
longer  to  determine  each  party's  candidate. 

Figure  2  additionally  plots  the  average  real  GDP  per  capita  in  the  US  over  time,  reas- 
suring us  that  the  duration  of  primaries  is  uncorrelated  with  the  state  of  the  economy.^® 
To  provide  a  specific  example  of  the  changes  in  primary  campaigning  between  ye&rs,  we 

'*Since  there  are  potentially  2  primaries  in  each  state  and  year,  there  is  a  duration  for  each  contest. 
We  plot  the  length  of  the  longer  primary  in  each  yeaj-. 

*®Whcn  regressing  real  GDP  per  capita  on  the  duration  of  primaries,  we  find  no  statistically  significant 
relationiibip  between  the  two  variables. 
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show  the  changes  in  primarj'  status  bj'  states  between  the  2004  and  2008  elections.  Figure 
4  shows  which  states  switched  primary  status  between  2004  and  2008.  Comparing  just 
these  2  election  C3'cles,  we  see  that  there  are  many  states  that  had  primaries  in  2008  but 
not  2004,  due  to  both  the  fact  that  there  was  no  Republican  primary  in  2004  and  the 
length  and  competitiveness  of  the  2008  Democratic  primary. 

Second,  the  ordering  of  primaries  across  states  has  changed  drastically  from  1976 
through  the  present  day.  Although  national  parties  have  some  infiueuce  on  the  timing 
of  primaries,  the  decisions  are  ultimately  made  by  each  state.  There  has  been  significant 
movement  in  the  primary  calendar  over  time.  The  change  in  ordering  also  allows  for 
some  states  to  experience  campaign  spending  in  some  election  cycles  and  not  others. 
In  addition,  if  a  state's  primary  moves  to  a  day  in  which  many  other  states  hold  their 
contests,  this  may  lead  to  a  reduction  in  campaign  spending  in  that  state.  This  gives  us 
variation  in  both  the  existence  of  and  amount  of  spending  by  primary  campaigns. 

The  argument  in  our  paper  implies  that  states  should  have  an  incentive  to  move  their 
primaries  earlier  in  the  calendar  in  order  to  gain  economic  benefits.  If  this  were  true, 
then  we  could  no  longer  argue  that  primaries  are  exogenous.  However,  we  do  not  believe 
that  this  is  the  case,  due  to  the  lengthy  process  involved  in  changing  primary  dates.  In 
order  for  a  state  to  be  able  to  change  its  Presidential  primsuy  date,  the  state  legislature 
must  propose  a  bill,  which  in  most  states  is  an  extremely  lengthy  process,  where  less  than 
5-10%  of  bills  are  passed.^^  The  lengthy  process  creates  difficulty  for  states  to  change 
their  date  in  a  timely  fashion,  making  it  unlikely  that  the  primary  date  will  be  switched 
(and  reached)  when  the  state's  economy  is  at  its  worst.  In  addition,  the  state  and  national 
pai'ty  officials  must  approve  the  change  in  date  for  the  state's  delegates  to  count  in  the 
nomination  process. 

Furthermore,  even  though  this  change  of  date  is  under  the  authorization  of  state 

*'Most  states  have  dates  like  the  following  from  Montana's  Constitution:  13-1-107.  Times  for  holdiitg 
primary  elections.  (1)  On  the  first  Tuesday  after  the  first  Monday  in  June  preceding  the  general  election 
provided  for  in  13-1-104(1),  a  primary  electiou  shall  be  held  throtighout  tlie  state  (The  Constitution  of 
the  State  of  Montana,  2011). 
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elected  officials  who  have  an  interest  in  state  policj',  a  state's  change  in  ordering  is  seem- 
ingly uncorrelated  with  a  change  in  economic  indicators.  To  demonstrate  tliis,  in  each 
year-  we  split  the  states  into  two  groups:  those  who  changed  their  primarj'^  date  from  the 
previous  election,  and  those  that  did  not.^^  Figure  3  plots  the  average  GDP  growth  in 
both  groups  over  time.^^  The  graph  also  shows  the  number  of  states  that  changed  their 
primary  date  in  each  year.  This  figure  shows  no  systematic  difTerence  between  the  GDP 
growth  in  both  groups  over  tinie.^°  We  also  see  that  there  arc  a  large  number  of  states 
that  change  their  primary  dates  each  3'ear,  showing  that  this  provides  an  important  source 
of  variation. 

An  additional  literature  on  vote-buying  suggests  that  politicians  can  adjust  funds  on 
a  state-b5'-state  basis  (See  e.g.,  Levitt  and  Snyder  (1995);  Fleck  (2008)).  If  government 
funds  arc  correlated  with  campaign  spending,  this  could  additionallj'  confound  our  effect. 
However,  the  abilitj'  of  politicians  to  adjust  the  allocation  of  government  funds  quicklj'  on 
a  state-by-state  basis  is  limited.  For  example,  Senator  Kerry  would  have  trouble  providing 
a  voting  record  that  appeased  each  state  he  visited  in  his  Presidential  primary  campaign 
surrounding  the  time  of  that  state's  election.  This  makes  the  approach  taken  in  this  paper 
more  compelling  than  studies  that  focus  on  differences  in  policy  spending  over  time  as 
exogenous  variation. 

3.2    Primeiry  Spending 

In  this  paper,  we  study  whether  the  existence  of  a  primary  increases  local  income.  For 
there  to  be  an  effect,  there  has  to  be  more  campaign  spending  in  states  with  primaries. 
To  verify  that  this  is  tnie,  we  use  data  on  campaign  expenditures  from  the  2004  and  2008 
primary  elections.  Table  2  shows  the  distribution  of  spending  for  primaries  by  quarter, 

'*We  label  a  state  as  having  changed  their  primary  date  if  the  date  of  the  primary  made  a  substantial 
change  (i.e.  more  than  2  weei<s)  siicli  tliat  it  took  an  initiative  witiiin  the  state's  Board  of  Elections  and 
clianged  the  ordering  of  the  primary  scliedule. 

^^The  average  GDP  growth  takes  percentage  growth  of  GDP  between  two  )'cars  of  each  state  (in  each 
group)  aud  takes  the  average  of  those  obsei-vations  by  year. 

^"A  trtest  shows  that  the  difference  in  the  means  is  not  statistically  different  than  0. 
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where  states  with  primaries  in  the  current  or  next  period  have  higher  spending  than  areas 
without  primaries.  We  see  that  spending  increases  not  only  increased  during  the  quai  ter 
of  the  primary,  but  also  in  the  quarter  before  the  primary.  Early  spending  could  occur 
because  candidates  campaign  in  some  states  for  an  extended  period  of  time,  especially 
when  the  race  is  on  the  cusp  of  two  quarters. 

Next,  we  look  at  the  changes  in  spending  in  states  as  they  change  primary  status  over 
the  yeai^s,  to  ensure  that  having  a  primary  leads  to  increased  spending.  In  general,  we 
sec  that  states  that  did  not  have  a  primary  in  2004  and  did  have  one  in  2008  tended  to 
have  more  spending  in  2008.  Figure  4  shows  the  states  that  held  a  primarj'  in  2008  and 
not  in  2004,  and  Figure  5  shows  the  percentage  change  in  expenditures  between  the  two 
election  cycles.  States  such  as  Pennsylvania  and  Utah,  which  were  reached  in  the  lengthy 
Democratic  campaign  in  2008,  had  over  20  percent  more  primary  spending  in  this  election 
cycle  than  they  did  in  2004,  when  the  process  culminated  before  the  state  was  reached. 
There  is  also  an  increase  in  spending  from  2004  to  2008  in  early  states  like  Iowa,  South 
Carolina,  and  New  Hampshire,  where  the  increased  number  of  candidates  and  the  fact 
that  both  parties  held  primaries  increased  the  spending  in  those  states.  Conversely,  the 
state  election  boards  in  Michigan  and  Florida  moved  their  Presidential  primarj'  contests 
up,  and  set  the  elections  in  January  2008.  The  DNC  challenged  these  moves,  and  in  turn. 
Democratic  candidates  opted  to  not  campaign  in  these  states.  Thus,  spending  in  these 
states  actually  decreased  from  their  later  primarj'  day  in  2004.^'  Overall,  these  figures 
show  variation  in  spending  in  states,  depending  on  whether  or  not  there  is  a  primary  in 
that  yeai'.  This  supports  our  argument  that  there  will  be  more  spending  in  states  with 
primaries. 

Using  the  spending  data  and  the  primarj'  dummies  in  2004  and  2008,  we  estimate  the 

^'There  are  cases  where  state  bo\indajies  provide  a  neighboring  state  with  additional  spending  when 
there  is  not  a  primarj'  in  that  state.  For  example,  New  Jersey  benefited  from  New  York's  ewly  primary 
on  a  day  independent  of  all  other  primarj'  contests  in  2004.  This  is  because  candidates  spent  money 
renting  cars,  purchasing  hotel  rooms,  and  eating  some  meals  in  New  Jersey,  though  they  were  officially 
campaigning  in  NY.  When  compared  to  2008,  even  though  NJ  held  its  own  primarj',  it  did  this  on  a 
day  when  many  other  states  also  held  primaries,  «a  did  NY.  This  made  spending  higher  in  the  previous 
election  cycle. 
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relationship  between  the  existence  of  a  primarj'  and  spending  growth,  while  controlling 
for  the  same  factors  we  take  into  account  in  our  later  analj'sis.  We  first  construct  a 
set  of  control  variables  we  expect  to  be  correlated  with  the  intensity  of  spending.  The 
structure  of  the  primarj'  calendar  is  such  that  there  is  often  one  day  with  many  of  the 
elections,  typically  called  "Super  Tuesday."  We  control  for  whether  or  not  an  election  in 
a  state  is  on  this  day  each  j'ear.^^  Another  possibility  is  that  in  states  with  late  primaries, 
early  spending  for  the  general  election  when  one  party's  nominee  has  been  determined 
and  the  other  has  not  could  falselj'  lead  to  higher  levels  of  income  growth,  especially 
in  battleground  states.  To  account  for  this,  we  control  for  whether  or  not  a  state  is  a 
battleground  state  in  periods  after  one  paily's  candidate  has  been  chosen.^^ 

The  first  column  in  Table  3  shows  that  the  existence  of  a  primary  more  than  doubles 
spending  growth  in  that  quarter,  when  compared  to  states  without  primaries.  Primaiy 
spending  growth  is  lower  in  "Super  Tuesday"  states  when  compared  to  states  with  pri- 
maries on  other  days,  as  "Super  Tuesday"  elections  make  it  hard  for  time-constrained 
poUticians  to  campaign  every^vhere.  In  addition,  battleground  states  tend  to  have  signif- 
icantly lower  spending  growth  than  non-battleground  states.  This  result  is  not  surprising 
since  our  dependent  variable  is  only  primary  spending  growth,  and  does  not  include  money 
earmaiked  for  the  general  election.^''  In  addition,  competitive  states  are  always  labeled 
as  "battleground"  in  the  third  quarter  of  the  election  year,  or  the  height  of  the  general 
election.  This  is  the  time  in  which  primary  growth  is  most  likely  to  be  negative,  or  lower 
than  the  previous  period.  If  we  add  state  level  fixed  effects  to  this  model,  as  in  Column 
(2),  we  see  that  primary  campaigning  still  more  than  doubles  spending  growth  when  com- 

^*Our  "Super  Tuesday"  control  is  defined  as  the  day  each  year  that  has  the  most  primary  elections  in 
a  given  state.  The  hst  of  states  with  primaiies  on  "Super  Tuesdaj'"  in  each  year  is  shown  in  Appendix  B. 
"Super  Tuesday"  is  always  reached,  so  it  is  an  interaction  term  between  the  primary  dummy  and  having 
an  election  on  the  given  date. 

^•'We  could  include  a  control  for  whether  or  not  a  state  held  a  competitive  primar3'.  For  example,  in 
President  Bush's  home  state  of  Texas,  he  may  have  already  been  a  favorite  and  not  needed  to  campaign. 
However,  enough  states  have  a  proportional  share  of  electoral  votes,  so  candidates  still  receive  votes 
towards  the  final  count  if  they  do  not  win  a  majority  in  a  given  state. 

■''■'The  probability  of  being  in  a  battlegiound  state  in  a  given  quarter  conditional  on  having  a  primary 
in  the  same  state,  quarter  is  less  than  36%  in  this  sample. 
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pared  to  a  period  when  the  state  did  not  have  a  primary.  Hosting  a  primary  on  "Super 
Tuesday"  lowers  this  substantially,  as  does  being  in  a  battleground  state. 

4    Empirical  Analysis 

In  this  section,  we  estimate  the  effect  of  primary  spending  on  local  economic  devel- 
opment. We  firet  test  how  the  existence  of  a  primary  before  the  nomination  has  been 
determined  affects  changes  in  income  growth  from  1976-2008.  We  then  verify  these  re- 
sults using  data  on  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 

4.1    Existence  of  a  Primary 

We  assume  that  a  state's  income  in  a  given  quarter  depends  on  whether  or  not  there 
is  a  primary  in  a  given  time  period,  a  set  of  control  variables,  and  state  and  year  fixed 
effects.  Let  Pu  be  a  dummy  variable  indicating  whether  or  not  there  is  a  primary  in  state 
i  at  time  t.  Denote  the  log  average  per  capita  income  in  sector  s  in  state  i  at  time  (year) 
t  as  j/,4t,  state  fixed  effects  as  time  fixed  effects  as  7^4,  control  variables  as  Xn,  and 
the  error  term  as  Cut-  Then  we  can  write 

yut  =  Po,  +  ^i,Pa  +  0i.Xa  +  fii, +  1,1  +  ^^1  (1) 

Taking  first  differences  of  Equation  (1),  the  state  and  year  fixed  effects  drop  out:^ 

Ayoi  =  Pu^Pii  +  0u^Xit  +  Cm  ,  (2) 

where  lui  =  Af,>t. 

We  estimate  equation  (2)  and  look  at  how  clianges  in  the  primary  dunnny  variable 

^^The  year  fixed  effects  do  not  drop  out  in  every  period.  Since  we  are  using  quarterly  data,  as  wc  go 
from  the  4th  quarter  of  one  year  to  the  first  quarter  of  the  next,  the  year  fixed  effects  technically  will  not 
difference  out.  However,  since  they  would  only  be  identified  off  of  one  quarter  per  year,  we  chose  to  drop 
these  year  fixed  effects. 
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affect  income  growth  in  different  sectors.  Identification  in  this  specification  comes  from 
comparing  states  with  primaries  to  those  that  do  not  have  primaries.  We  define  a  state 
as  having  primarj'  spending  if  there  is  a  primaiy  in  the  current  quarter  or  in  the  next 
quarter,  acknowledging  that  candidates  sometimes  spend  an  extended  amount  of  time 
campaigning  in  a  state. 

We  drop  states  that  have  primaries  in  every  election  yeai-,  as  it  is  hai"d  to  aigue  that 
the  existence  of  a  primary  is  exogenous  in  states  that  anticipate  primaiy  spending  each 
cycle.  Perfect  foresight  of  primary  spending  may  allow  individuals  to  internalize  more 
upfront  costs,  where  business  that  normally  would  not  be  open  in  a  given  season  may 
change  their  behavior  since  they  know  primarj'  campaigns  will  spend  there  with  certainty 
each  cycle.  These  states  invalidate  the  natural  experiment  present,  where  it  is  necessaiy 
to  maintain  unccrtaintj'  in  the  timing  and  duration  of  primary  elections.  Dropping  these 
traditionally  eai'ly  states  leaves  us  with  a  sample  of  states  for  which  there  is  variation 
in  whether  or  not  there  is  a  primary,  so  each  election  cycle  contains  uncertainty  as  to 
whether  or  not  they  Avill  receive  primary  spending. 

We  present  the  unconditional  effects  of  hosting  a  primarj'.  Since  the  existence  of 
primary  campaigns  are  exogenous  to  the  state  of  the  economy,  the  unconditional  effects 
of  campaign  spending  will  be  unbiased.  In  this  specification,  we  still  include  quarter  fixed 
effects  to  control  for  seasonal  fluctuations  in  income.  We  control  for  variables  that  maj' 
affect  the  volume  of  spending,  such  as  having  a  primarj'  on  "Super  Tuesday"  and  whether 
or  not  the  state  was  a  battleground  in  the  given  period. 

In  Table  4,  we  show  results  for  total  earned  income,  as  well  as  in  sectors  where  we  would 
expect  the  laigest  effect  from  primaries:  accommodations,  services,  and  retail  trade.  We 
expect  accommodations  to  be  particularly  affected;  however,  this  measure  is  not  available 
for  the  early  data,  so  we  instead  use  the  services  sector  for  the  first  time  period.  The  data 
from  the  later  time  period  shows  that  Eiccommodations  is  the  service  sector  most  affected 
by  primary  spending.  We  expect  that  primaiy  campaign  spending  will  directlj'  affect  the 
accommodations  sector,  as  increased  revenues  from  hotel  room,  catering,  food  services, 
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and  additional  expenses  the  campeugns  incur  flow  straight  into  this  sector.  The  definition 
of  retail  trade  changed  slightly  between  the  two  periods  provided.  However,  since  we  are 
looking  at  growth,  we  pool  the  observations  from  the  two  time  periods.  To  account  for 
this  difference,  we  include  a  dummy  variable  in  the  estimation  to  account  for  which  time 
period  the  data  is  from. 

The  firet  three  columns  of  Table  4  show  that  primaiy  spending  increases  total  income 
growth  by  approximately  0.53  percentage  points,  wlicrc  the  average  state  income  growth 
reported  in  Table  8  in  Appendix  A  is  1.3%.  Primary  spending  increases  income  in  the 
services  and  accommodations  sectors  by  0.76  and  0.47  percentage  points,  respectively 
(where  the  mean  growth  rates  are  2.1%  and  1.1%,  respectively).  For  retail  trade,  we  see 
a  positive  effect  of  primaiy  spending  on  income  levels,  though  this  is  not  statistically 
different  from  zero. 

Table  4  also  shows  that  having  a  primaiy  on  Super  Tuesday  decreases  the  overall 
effect  in  Columns  (l)-(5),  so  much  so  that  they  negate  any  positive  effect  of  hosting  a 
primary.  This  is  expected  because  candidates  devote  less  resources  to  each  state  if  there 
are  multiple  primaries  on  the  same  day,  as  shown  in  Table  3.  We  do  not  find  a  statistically 
significant  effect  of  being  a  battleground  state.  The  timing  is  set  such  that  states  count  as 
a  battleground  stai  ting,  in  the  calendar  year  of  the  election,  when  one  candidate  in  either 
partj'  has  clinched  the  nomination.  When  an  incumbent  is  not  challenged  in  a  primary,  a 
state  that  is  competitive  in  the  general  election  is  classified  as  a  battleground  state  starting 
in  the  first  quarter  of  the  election  year.  However,  the  most  intense  campaigning  occurs 
during  the  3rd  quarter  of  each  election  j'ear.  When  we  only  allow  states  to  be  classified 
as  battleground  states  in  the  third  quaiter,  the  battlegiound  dummy  vaiiable  is  positive 
and  statistical!}'  significant.  This  implies  that  income  growth  increases  in  battleground 
states  later  in  the  election  cycle,  possibly  due  to  spending  for  the  general  election. 

In  an  alternate  specification,  we  also  include  state  fixed  effects  when  estimating  Equa- 
tion (2).  In  the  initial  setting,  the  state  fixed  effects  dropped  out  of  the  regressions 
because  we  study  income  growth.  In  this  next  specification,  we  allow  for  state  fixed  ef- 
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fects  in  growth  rates.  This  clianges  the  identification  of  the  dummy  variable  for  primary 
elections.  Without  state  fixed  effects,  the  coefficient  on  the  primary  election  variable  was 
identified  by  comparing  the  income  growth  in  states  with  and  without  primaries.  By 
incKiding  state  fixed  effects,  the  coefficient  is  identified  by  comparing  income  growth  in  a 
given  state  when  the  primary  variable  changes  values.  The  results  with  state  fixed  effects 
are  in  Table  5.  This  does  not  substantively  cliange  the  results. 

This  increased  income  could  come  through  increased  labor  force  participation,  or  an 
increase  in  hours  worked  (as  well  as  overtime  pay)  for  current  workers.  Using  data  from 
the  Bureau  of  Labor  Statistics  on  the  number  of  workers  in  each  sector  on  a  monthlj' 
basis,  we  find  no  effect  of  primaiy  elections  statistically  different  from  zero.  This  implies 
that  our  results  aie  due  to  increased  hours  worked  for  current  workera  in  the  sector.^* 

4.2  Expenditures 

Next,  we  verify  the  results  in  the  pre\aous  section  with  data  on  the  amount  spent  by 
campaigns  in  each  state  during  the  2004  and  2008  primary  elections.  This  setup  allows 
for  an  extra  source  of  variation  resulting  from  differences  in  expenditures  across  states 
and  time. 

Denote  logged  spending  in  a  state  as  en,  and  yut  is  defined  identical  to  Equation  (1).^^ 
Then 

Vm  =  Po,  +  Pu^it  +  fhaXii  +  Hu  + 'Ttt  +  (m 
Taking  differences,^ 

^Vist  -  A.Aci,  +  PisAXu  +  ii.t  (3) 

•^lu  these  results,  we  use  the  same  specification  as  above.  These  results  are  available  upon  request. 

^'If  wc  instead  use  per  capita  spending,  our  results  arc  almost  s3Tionymous.  This  is  because  there  is 
little  change  in  state  population  between  quarters.  These  results  are  in  Table  13  in  Appendix  C. 

^The  year  fixed  effects  will  not  difference  out  as  we  go  from  the  last  quarter  of  each  year  to  the  first 
quarter  of  the  following  yeai-.  However,  since  they  would  only  be  identified  off  of  one  quarter  per  year, 
we  choose  to  drop  the  year  fixed  effects. 
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The  parameter  tells  us  how  changes  in  spending  growth  affect  income  growth  in 
each  sector.  This  provides  a  more  precise  estimate  of  the  effect  of  spending  growth  on 
income  growth  since  we  also  have  variation  in  spending  in  each  state  and  quarter.  Our 
identification  largely  comes  from  states  that  were  reached  in  the  2008  election  but  not 
in  2004.  However,  we  argue  that  the  amount  spent  is  orthogonal  to  a  state's  economic 
growth,  as  even  if  a  state  is  consistently  reached  (and  is  reached  in  both  2004  and  2008), 
there  is  still  uncertainty  about  the  degree  of  spending  in  each  yeai*.  For  example,  some 
years  provide  competition  between  candidates  in  both  pai  ties,  while  others  have  competi- 
tion from  only  one.  In  addition,  there  is  large  variation  in  the  number  of  entrants  within 
each  paity  between  years.  At  times,  favored  candidates  do  not  win  the  early  states,  turn- 
ing the  tide  of  the  election,  thereby  increasing  the  competitiveness.  Changes  in  primary 
dates  affected  the  spending  in  some  states  as  well.  For  example.  New  York  moved  its  pri- 
mary in  2008  to  an  election  day  with  other  states,  causing  a  decrease  in  its  expenditures 
between  the  two  cycles.  Thus,  our  \'aiiation  comes  from  states  that  had  both  increased 
and  decreased  expenditures  over  the  two  election  years.  Finally,  we  exploit  variation  in 
spending  over  the  course  of  the  primary  election  cycle,  where  earlier  contests  with  more 
competitors  tend  to  exhibit  more  spending.  As  in  the  previous  section,  we  drop  the  states 
with  early  primaries  (Iowa,  New  Hampshire,  and  South  Carolina),  which  have  pinmary 
elections  in  eveiy  year.^^ 

We  use  quai'terly  data  on  campaign  expenditures  in  a  given  state  to  estimate  Equation 
(3),  and  are  interested  in  the  coefficient  on  the  growth  rate  in  expenditures,  ft,.  In 
this  analysis,  we  use  data  from  2003-2004  and  2007-2008.  We  continue  to  control  for 
battleground  status  of  the  state,  though  we  no  longer  control  for  different  attributes  of 
the  primary,  as  the  spending  amounts  will  capture  the  existence  of  a  "Super  Tuesday."^" 

Table  6  reports  the  coefficient  and  standard  errors  for  fiu  in  Equation  (3),  which  is 

^If  we  restrict  the  sample  further  to  mclude  only  the  states  that  change  primary  status  between  the 
two  election  cycles  (or  only  estimating  the  extensive  margin),  our  results  remain  substantively  similar, 
though  our  standaid  errors  become  slightly  larger. 

■"•if  we  additionally  control  for  lagged  spending  giowth  or  the  "Super  Ibesday"  dummy  variable,  fiu 
is  not  statistically  different  from  the  specification  shown  in  Table  6. 
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the  coefficient  on  the  growth  rate  in  expenditures.  In  order  to  generate  results  that  are 
comparable  to  those  found  in  Tables  4-5,  we  estimate  what  the  increased  economic  growth 
from  having  a  primarj'.  To  do  this,  we  use  the  results  from  Table  3,  which  show  that  ha\'- 
ing  a  primary  more  than  doubles  campaign  spending  in  a  state  (or  over  100%).  We  find 
that  campaign  spending  modestly  increases  quarterly  growth,  where  doubling  campaign 
expenditures  between  quarters  results  in  a  0.054  percentage  point  increase  in  a  state's  to- 
tal income  fiom  the  previous  quaiter,  adjusting  for  seasonal  increases  in  income.  We  see 
the  largest  effects  in  the  accommodations  and  retail  trade  sectors,  where  doubling  expen- 
ditures results  in  a  0.13  and  0.061  percentage  point  increase  in  income,  respectively.  We 
find  larger  effects  in  the  accommodations  sector  than  we  do  for  total  mcome.  Comparing 
these  to  the  mean  income  growth  rates  for  the  time  period  in  Table  8  in  Appendix  A, 
we  find  that  these  results  are  about  a  35%  increase  in  total  income,  making  these  results 
consistent  with  the  previous  analysis. 

The  results  for  the  retail  trade  sector  are  slightly  different  from  the  previous  results 
u^ng  a  primary  dummy  variable,  as  they  aie  now  statistically  different  from  zero.  While 
this  sector  has  smaller  growth  rates  on  average  when  compared  to  the  other  two  sectors, 
the  increased  growth  in  the  later  period  may  in  part  be  influenced  by  the  many  techno- 
logical and  stai  tup  needs  of  the  campaign  offices'  expenses  that  happened  from  2004-2008 
moreso  than  in  previous  periods.  In  addition,  given  a  larger  effort  of  grass  roots  cam- 
paigning from  2004-2008,  staffers  likely  spent  more  time  in  less  populated  areas,  allowing 
them  to  promote  local  economies  more  than  in  the  longer  time  period.  The  battleground 
dummies  again  appeal-  to  slightly  decrease  income  giowth. 

Similar  to  the  previous  section,  we  also  include  state  fixed  effects,  where  the  comparison 
now  comes  from  changes  in  spending  growth  within  the  same  state.  This  is  shown  in  Table 
14,  and  does  not  substantially  change  the  results.  In  addition,  we  replicate  the  results 
using  the  primary  dummy  variables  from  the  previous  subsection  on  this  subsaraple.  These 
results,  in  Table  15  in  Appendix  C,  are  consistent  with  the  results  in  Tables  4-5. 

Theoretically,  these  expenditure  results  can  be  used  to  calculate  a  multiplier,  which 
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would  give  the  effect  of  additional  spending  on  income  levels.  We  expect  that  a  multiplier 
effect  will  exist  if  service  sector  emploj'ees  are  receiving  higher  wages  and  exuding  higher 
levels  of  spending.  For  example,  if  a  waitress  receives  a  greater  amount  of  tips  than  usual, 
she  ma}'  be  more  inclined  to  make  additional  purchases,  or  even  tip  her  hairdresser  more. 
This  money  will  continue  to  circulate  in  the  state's  economy.  Calculating  this  multiplier 
would  provide  a  comparison  to  the  traditional  literature  on  fiscal  stimulus  multipliers, 
given  that  this  multiplier  would  reflect  previously  unstudied  sectors.  However,  we  do  not 
have  a  complete  measure  of  the  amount  spent  during  primai-y  campaigns.  Our  measure  of 
spending  is  a  lower  bound  on  the  actual  amount  of  additional  spending  brought  forth  by 
a  Presidential  primai-y  campaign,  and  does  not  include  spending  by  the  media,  individual 
spending  by  staffers,  or  the  additional  expenditures  put  forth  by  a  state's  residents  in 
order  to  engage  in  campaign  events.  For  simplicit)',  we  will  refer  to  these  additional 
expenses  as  "media  spending"  for  the  remainder  of  the  discussion.  This  mis-measurement 
of  total  spending  makes  it  hard  to  calculate  accurate  multipliers. 

We  assume  that  media  spending  and  our  expenditure  values  are  highly  correlated,"" 
which  implies  that  our  estimate  of  Pu  will  not  be  biased.  However,  this  makes  it  difficult 
to  estimate  the  multiplier.  The  multiplier  tells  ua  how  much  total  income  would  grow  with 
an  additional  $1  of  spending.  In  our  setup,  an  additional  $1  of  primaiy  spending  does  not 
just  account  for  a  $1  mcrease  in  spending,  as  it  would  also  be  associated  with  an  increase 
in  media  spending.  Because  we  do  not  have  an  accurate  measure  of  media  spending, 
we  are  uncertain  of  the  degree  to  which  media  spending  would  increase,  and  therefore 
cannot  calculate  an  accurate  multipher.  This  argument  implies  that  multipliers  would  be 
(and  ai'e)  unreasonably  large  (just  over  10).  When  we  instead  run  sunulations  vaiying 
the  amount  of  media  spending,  between  50%  and  100%  of  our  expenditure  values,  our 
estimates  of  ft,  remain  statistically  equivalent  to  the  previous  estimates.  This  simulation 
also  produces  lower  and  reasonable  multiplier  estimates  within  ranges  of  media  spending 

■•'We  think  this  is  a  valid  assumption  since  a  race  with  greater  primary  spending  may  have  more 
electoral  votes  and  garner  more  media  attention.  Also,  like  candidates,  networks  are  constrained  if  many 
contests  occur  on  the  same  day  and  have  to  spend  less  covering  each  given  state. 


between  50%  and  100%  of  total  campaign  spending  (between  2  and  3.5).  The  biggest 
difference  between  our  work  and  the  traditional  public  finance  literature  looking  at  local 
multipliers  is  the  lack  of  public  investment  spending  in  this  paper. 

5    Where  is  the  Money  Coming  from? 

A  discussion  of  the  economic  benefit  of  primaries  would  be  incomplete  without  consid- 
ering the  sources  of  these  funds.  In  particular,  concern  may  arise  that  campaign  contri- 
butions from  individuals  within  a  state  are  approximately  equal  to  campaign  spending  in 
that  same  state.  If,  for  example,  Iowa  residents  are  contributing  at  a  higher  rate  than  the 
rest  of  the  country  (especially  at  the  time  of  the  primary),  funds  may  simply  be  moving 
amongst  Iowa  citizens. 

Campaign  spending  differe  from  traditional  government  spending  because  campaigns 
are  financed  through  three  sources:  individual  level  contributions,  federal  matching  funds, 
and  Political  Action  Committee  (PAC)  contributions.  Individual  level  contributions  in 
presidential  races  are  generally  considered  consumption  goods,  where  an  individual  do- 
nates to  a  campaign  if  it  increases  his/her  utility  (Ansolabehere  et  al.  2003).  Thtis, 
indi\'iduals  who  enjoy  following  politics,  as  well  as  those  with  more  resources,  tend  to 
contribute  more  money  to  candidates  and  do  this  more  frequentlj'  (Brady  et  al.  1995). 
While  we  do  not  precisely  know  the  counterfactual,  we  postulate  that  this  money  would 
not  be  spent  in  the  absence  of  primaries,  as  those  who  contribute  in  primaries  tend  to 
be  more  high-income  individuals  whose  budgets  allow  for  some  flexibilitj'  in  spending. 
However,  we  cannot  fully  assess  the  value  of  individuals'  participation  in  the  process, 
where  they  give  their  time,  or  small  dollar  donations  to  the  CEimpaign.  These  resources 
would  likely  be  reallocated  in  the  absence  of  the  race.  An  additional  source  of  "individ- 
ual" funds,  which  are  less  frequently  utilized  in  primaiy  races,  is  a  candidate's  personal 
expenditures,  which  likely  would  not  be  spent  to  the  same  extent  in  the  absence  of  a  race 
and  are  a  direct  transfer  to  individuals  in  the  semce  sector  of  states  with  a  high  degree 
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of  campaigning. 

Second,  paitial  public  funding  is  available  to  Presidential  primaiy  candidates  in  the 
form  of  matching  payments  of  up  to  $250  per  individual  contribution.''^  To  obtain  these 
funds,  candidates  must  become  eligible  and  limit  themselves  to  spending  caps.^^  Again, 
these  funds  differ  from  the  traditional  federal  spending  in  that  they  are  not  taigeted  at 
aiming  an  impoverished  aiea,  but  instead  are  entrusted  to  viable  Presidential  cajididates 
with  intentions  of  getting  out  their  messages  to  help  voters  make  an  informed  decision. 
There  has  been  little  variation  in  the  total  federal  funds  allocated  for  Presidential  primary 
contests  over  our  full  sample  period  (1976-2008),  and  this  money  can  be  seen  as  a  transfer 
from  all  taxpayers  to  those  receiving  campaigning. 

Third,  candidates  receive  money  from  PACs.  While  PAC  contributions  have  increased 
significantly  since  1976  (FEC  2010),*''  candidates  still  receive  most  of  their  money  during 
the  primarj'  from  individuals  and  matching  funds.  This  is  because  partisan  PACs  gen- 
erally wait  until  a  candidate  has  clinched  the  nomination  to  stand  behind  him.  In  2008, 
candidates  raised  a  total  of  $534  million  from  individuals,  $63  million  from  PACs,  and  $21 
million  from  federal  matching  funds.  Similarly,  in  2004,  candidates  raised  $130  million 
from  indi^'idual  contributore,  $10  million  from  PACs,  and  $27  from  federal  funds.'** 

Recognizing  that  the  majority  of  campaign  spending  comes  from  individuals,  we  ana- 
lyze the  geographic  sources  of  the  donations  in  Figures  6-7  for  2004  and  2008,  respectively. 
We  construct  a  measure,  entitled  Campaign  Ratio,  by  dividing  total  campaign-related  ex- 
penses (i.e.,  money  spent  specifically  on  the  travel-related  activities  for  campaigning,  not 
on  ads,  media,  consultants,  etc.)  in  a  given  state  by  that  state's  total  individual-level 
campaign  contributions.  Thus,  the  greater  the  measme,  the  more  relative  money  that  is 

coming  from  out  of  state  than  being  spent  in  state. 

**Variation  in  total  federal  funding  will  come  via  the  number  of  contributions  as  well  as  the  number  of 
candidates  raising  the  threshold  amount  to  begin  collecting  federal  dollars  within  eacli  primary  cycle. 
■"See  wwM.fec.gov  for  more  on  these  rules. 

■"■•Also,  sec  the  CRP  http :  //www . opensecrets .  org/pres08/totals  .php?cycle=2008  for  more  trends 
on  giving  and  expenditures. 

Calculations  based  on  Federal  Election  Commission  data  on  Presidential  candidates'  primar)' 
fuudraising. 
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In  Figure  6,  we  see  that  in  early  states  like  Iowa,  New  Hampshire,  South  Carolina, 
Missouri,  Arkansas,  and  Virginia,  there  is  the  greatest  ratio  of  spending  to  contributions. 
States  like  Texas,  Washington,  and  California  had  some  of  the  lowest  ratios  in  2004, 
meaning  that  residents  were  contributing  more  money  than  was  being  spent  in  the  state 
on  campaigns.  Similarly,  Figure  7  shows  that  Iowa,  New  Hampshire,  Wisconsin,  Missoiuri 
and  Iowa  have  the  highest  amount  of  money  spent  on  primary  campaign  expenditures, 
compaicd  to  he  total  contributions  by  state  residents.  However,  South  Carolina  and 
Kansas  still  saw  more  money  spent  in  their  states  than  what  their  residents  contributed. 
In  general,  what  we  see  is  a  transfer  of  funds  from  individuals  in  some  states  with  many 
contributoi"s  to  states  early  in  the  primary  process,  or  on  days  with  their  own  contest. 
These  figures  imply  that  the  money  being  spent  during  primaries  is  mostly  coming  fiom 
outside  the  state.''* 

6  Conclusion 

This  paper  takes  a  traditional  public  finance  and  macroeconomics  question,  asking  how 
government  spending  affects  local  economies,  and  looks  at  primary  campaign  spending  as 
an  exogenous  shock  to  previously  unstudied  sectore  of  a  state's  economy.  We  find  that 
this  money  modestly  increases  income  growth  in  a  state.  Specifically,  the  service  sectors 
see  the  largest  effects,  where  the  accommodations  sector  seems  to  be  the  main  source  of 
this  finding. 

While  other  papers  have  investigated  the  ability  of  early  primaries  to  influence  policj', 
as  candidate's  attempt  to  appease  early  state's  preferences  in  order  to  clench  the  nomi- 
nation early  (Malhotra  and  Snowberg  2011),  our  paper  is  the  firet  to  show  the  economic 
value  of  hosting  a  primary  race.  We  also  find  that  when  there  are  few  candidates  in 
the  race,  it  is  more  valuable  to  have  a  priraaiy  race  that  occurs  independently  of  other 
states,  making  a  Super  Tuesday  primary  less  valuable  in  terms  of  spending  and  economic 

Again,  we  do  not  look  at  small  donations  or  within-state  volunteering  as  inputs. 
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growth.  This  paper  provides  additional  incentives  for  states  to  move  their  primaries  up 
in  the  ordering,  though  to  do  so  strategical!}'. 

Additionally,  this  paper-  provides  a  new  insight  on  fiscal  stimulus.  While  previous 
work  has  established  a  link  between  government  spending  and  increases  in  employment, 
earnings,  and  income,  this  paper  asserts  that  additional  spending  in  states'  service  sectors 
provide  short-run  increases  to  personal  earnings  on  the  intensive  margin.  Thus,  when 
individuals  aie  greeted  with  a  political  campaign,  they  should  rehsh  in  the  stimulus  this 
provides  (and  the  transfers  from  individuals  in  other  states  that  allow  this  to  occur).  A 
federal  re-ordering  of  the  primary  calendar  may  best  be  structured  to  help  states  with 
stniggling  service  sectore. 

As  policymakers  continue  to  reform  campaign  finance  legislation,  they  should  consider 
the  potential  positive  effects,  though  short-run  and  sector-specific,  that  can  ensue  from 
campaign  spending  in  states. 
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Figure  2:  Primarj'  Length  aud  GDP 


Figure  3:  States  that  switch  primary  dates  and  GDP 
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Figure  4:  Primaiy  Status  Between  2004  and  2008 
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Figure  5:  Changes  in  Expenditures  from  2004-2008 
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Figure  6:  Campaign  Expenditures  and  Contributions  in  2004 
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Figure  7:  Campaign  Expenditures  and  Contributions  in  2008 
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Tables 


Table  1:  Dates  when  only  one  candidate  remains  by  party 


Republicans 

Democrats 

Date  Clinched 

Nominee 

Date  Clinched  Nominee 

1976 

8  June 

Gerald  Ford 

8  June 

Jimmy  Carter 

1980 

1  May 

Ronald  Reagan 

4  June 

Jimmy  Carter 

1984 

No  Contest 

Ronald  Reagan 

5  June 

Walter  Mondale 

1988 

15  March 

George  H.W.  Bush 

7  June 

Michael  Dukakis 

1992 

No  Contest 

George  H.W.  Bush 

2  June 

Bill  Clinton 

1996 

5  March 

Bob  Dole 

No  Contest 

Bill  Clinton 

2000 

9  March 

George  VV.  Bush 

9  March 

Al  Gore 

2004 

No  Contest 

George  W.  Bush 

11  March 

John  Kerry 

2008 

4  March 

John  McCain 

3  June 

Barack  Obama 

Notes:  President  Carter  had  a  very  low  approval  rating  and  was  forced  by  the  DNC 
to  run  in  the  primarj'  in  1980.  No  Contest  means  that  there  were  no  contenders 
against  the  incumbent  president. 


Table  2;  Spending  by  Primary  Existence 


Primaiy  Status 

Total  Spending 

Campaign  Spending 

Primarj'  in  current  quarter 

Average 

1,507,529 

703,237 

Median 

423,584 

222,641 

25th  Percentile 

86,755 

55,653 

75th  Percentile 

1,487,526 

721,901 

Observations 

89 

89 

Primai-y  in  next  quarter 

Average 

1,733,553 

638,328 

Median 

276,206 

138,157 

25th  Percentile 

33,115 

27,522 

75th  Percentile 

1,336,009 

679,948 

Observations 

89 

89 

No  primarj' 

Average 

861,762 

372,993 

Median 

99,962 

35,286 

25th  Percentile 

16,191 

4,207 

75th  Percentile 

533,750 

255,636 

Observations 

624 

624 

Total  Spending  includes  all  money  spent  by  campaigns  (in  $s). 

Campaign  Spending  removes  ad  and  media  expenditures  from  Total  Spending. 

Compares  quarter/states  with  and  without  primary  elections 

in  2003-2004,  2007-2008. 
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Table  3:  Piimarj'  Existence  Predicts  Primary  Campaign  Expenditui'es 


Dependent  VariabIe=Spending  Growth 


(1) 

(2) 

Primary 

1.128*** 

1.218*** 

(0.281) 

(0.335) 

Primai-y  on  Super  Tuesday 

-0.481 

-0.693* 

(0.341) 

(0.392) 

Battleground  State 

-1.500*** 

-1.688*** 

(0.222) 

(0.229) 

Obsei"vations 

658 

658 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies.  Column  (2)  includes  state  fixed  effects. 
Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign 
in  the  given  state  and  given  quarter  or  following  quarter. 


Table  4:  Primary  Elections  Increase  Income  Growth 


Dependent 

Variable= 

Per  Capita 

Income  Growth 

(1) 

(2) 

(3) 

(4) 

Income 

Services 

Accommodations 

Retail  Tiadc 

1974-2009 

1974-2001 

1990-2009 

1974-2009 

Primary 

0.00525*** 

0.00761*** 

0.00473** 

0.000798 

(0.000678) 

(0.000958) 

(0.00227) 

(0.000970) 

Primary  on  Super  Tuesday 

-0.00399** 

-0.0140*** 

-0.0146*** 

-0.00746** 

(0.00188) 

(0.00316) 

(0.00486) 

(0.00294) 

Battleground  state 

0.000202 

-0.000194 

-0.00214* 

0.000474 

(0.000576) 

(0.000842) 

(0.00125) 

(0.000736) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dununies.  State-quarter  obsei'vations. 
Drops  lA,  NH,  SC. 

Primary  is  a  dununy  for  whether  or  not  there  is  a  primary  campaign  in  the  given  state 
and  given  quarter  or  following  quarter. 
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Table  5:  Primaiy  Elections  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable  =  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

(4) 

Income 

Services 

Accommodations 

Retail  Trade 

1974-2009 

1974-2001 

1990-2009 

1974-2009 

Primarj' 

0.00528*** 

0.00764*** 

0.00497** 

0.000833 

(0.000492) 

(0.000635) 

(0.00215) 

(0.000679) 

Primary  on  Super  Tnesdaj' 

-0.00401* 

-0.0137*** 

-0.0153*** 

-0.00771** 

(0.00210) 

(0.00295) 

(0.00400) 

(0.00303) 

Battleground  state 

0.000378 

-0.000154 

-0.00188* 

0.000531 

(0.000509) 

(0.000849) 

(0.00107) 

(0.000642) 

Observations 

5586 

4370 

2997 

5586 

Rxjbust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  duitunies  and  state  fixed  effects.  State-quarter  observ'ations. 
Drops  lA,  NH,  SC. 

Primarj'  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  in  the  given  state 
and  given  quaiter  or  following  quarter. 


Table  6:  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable^  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000541'" 

0.00134"' 

0.000606"' 

(0.000155) 

(0.000259) 

(0.000215) 

Battleground 

0.000768 

-0.00938"* 

-0.00333" 

(0.00125) 

(0.00187) 

(0.00153) 

Observations 

658 

658 

658 

Robust  staiidaid  errors  in  parentheses. 

•  p  <  0.10,  "  p<  0.05,  "*  p  <  0.01 

Includes  quarter  dummies.  State-quarter  observations. 

Drops  lA,  NH,  SC. 
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Table  7:  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000520*" 

0.00128"* 

0.000586*** 

(0.000134) 

(0.000267) 

(0.000207) 

Battleground 

0.000222 

-0.0125*" 

-0.00430** 

(0.00120) 

(0.00221) 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 

•  p  <  0.10,  "  p<  0.05,  •••  p  <  0.01 

Includes  quarter  dummies  and  state  fixed  effects. 

State-quarter  observations.  Drops  lA,  NH,  SC. 
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Appendix  A:  Data  Appendix 


Table  8:  Summary  Statistics 


Mean 

Standard 

Minimum 

Maximum 

deviation 

Full  Sample 

Income  growth 

0.0128 

0.0147 

-0.1020 

0.1833 

Services  income  growth 

0.0209 

0.0171 

-0.2070 

0.3299 

Accommodations  income  growth 

0.0107 

0.0237 

-0.4903 

0.3630 

Retail  trade  income  growth 

0.0110 

0.0173 

-0.2736 

0.2800 

Primary  dummy 

0.1011 

0.3015 

0 

1 

Super  Tuesday  dummj' 

0.0146 

0.1200 

0 

1 

Battleground  dummy 

0.0984 

0.2978 

0 

1 

Only  for  election  years 

Primarj'  dummy 

0.4156 

0.4930 

0 

1 

Super  Tuesday  dummj' 

0.0600 

0.2376 

0 

1 

Battleground  dummy 

0.4044 

0.4909 

0 

1 

2004-2008  Sample  Only 

Income  growth 

0.0143 

0.0284 

-0.0443 

0.2404 

Accommodations  income  growth 

0.0110 

0.0294 

-0.0752 

0.2158 

Retail  trade  income  growth 

0.0031 

0.0222 

-0.0857 

0.1458 

Campaign  spending  growth 

-0.4350 

3.0736 

-12.0499 

9.3338 

Campaign  spending  growth* 

0.4401 

1.7784 

-8.8538 

8.8708 

Campaign  spending  growth** 

-0.7289 

3.3502 

-12.0499 

9.3338 

Battleground  Dummy 

0.2475 

0.4318 

0 

1 

Super  Tuesday  dummy 

0.0437 

0.2047 

0 

1 

Only  for  election  j'ears 

Battleground  dummy 

0.4950 

0.5006 

0 

1 

Super  Tuesday  dummy 

0.0875 

0.2829 

0 

1 

*  Includes  only  periods  with  priinaries. 


Includes  only  periods  without  primaries. 
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Table  9:  Variables  Collected 


V  dil  laUIv 

iVlCcu  U-l  \,\jL. 

Years 

Source 

Primary  Dates 

Date  each  Presidential  primary  was  held,  by  state  and  party 

1976-2008 

Green  Papers  (for  primaries) 
FVontloading  HQ  (for  caucuses) 

Clinch  Dates 

Date  Presidential  candidate  was  last 
remaining  in  contest  for  party  nomination 

1970-2008 

Various  sources 

Battleground  States 

Competitive  States  in  election  based  on  poUs 
(<  10  perecentage  points  between  winner  and  loser) 
Competitive  states  in  election  based  on  ex-post  results 
(<  10  perecentage  points  between  winner  and  loser) 

1996-2008 
1976-1992 

Intrade  Prediction  markets, 
David  Leip's  Polling  Report 
David  Leip's  Election  Results 

Income 

Quarterly  state  earnings 

1974-2008 

Bureau  of  Economic  Analysis 
(BEA) 

Services  Income 

Quarterly  state  earnings  in  the  "service"  sector 

1974-2001 

BEA 

Accommodations  Income 

Quarterly  state  earnings  in  the  accommodations  sector 

1990-2008 

BEA 

Retail  Income 

Quarterly  state  earnings  in  the  retail  sector 

1990-2008 

BEA 

Population 

Annual  state  population  interpolated  by  quarter 

1974-2008 

Census 

GDP 

Annual  state  GDP 

1974-2008 

BEA 

BLS 

Center  for  Responsive  Politics 
spent  in  pursuit  of  the  primary  race 
Includes:  administrative  and  campain  expenses,  i.e. 
hotel  rooms,  meals,  local  polling,  Get-out-the-Vote, 
campaign  events,  money  spent  by  staffers  for  catering 
meetings,  rent,  utilities,  cable,  internet,  administrative 

supplies,  staffer  travel.  Does  not  include  advertisements  


Unemplcyment  Annual  state  unemployment  rate 

Campaign  expenditures      All  expenses  by  Presidential  primary  candidates 


1974-2008 
2004-2008 


Table  10:  Variables  Measured 


Variable 

Measured 

Piiniary  Dummy 

Dummy  Variable  =  1  if  there  was  a  primai-y  in  state  t  in  quarter  f  or  t  +  1 
based  on  state  primary  dates  and  clinch  dates 

Battleground  States 

Dummy  Variablc=l  if  state  t  was  competitive  in  election  year,  and  primary 
nomination  clinclied  for  at  least  one  party  at  time  t 

Primary  on  Super  Tuesday 

Dummy  Variable=l  if  state  t  had  primary  at  time  t  and  that  day 
had  the  highest  number  of  primary  elections  during  that  cj'cle 

Per  Capita 
Income  Growth 

Income  Growth 

5\AJTip  Aft  in/*AniA  Kiih  <inlv  Fnr  IQVA-O'nni 

Per  Capita  Accommodations 
Income  Growth 

Same  as  income,  but  only  for  1990-2008 

Per  Capita  Retail 
Income  Growth 

Same  as  income,  but  only  for  1990-2008 

Population 

Annual  population  data,  by  state  (interpolated  liy  quarter) 

Spending  Growth 

/og(Spending,)  -  log(Spendiug,_,) 

Per  Capita  Spending  Growth 
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Appendix  B:  Election  Information 


Tabic  11:  Battleground  states  bj'  year 


Alabama 

1980, 

1992,  1996 

Alaska 

1992 

Arizona 

1992, 

1996, 

2000,  2008 

Arkansas 

1980, 

2000, 

2004 

California 

1976, 

1988 

Colorado 

1968, 

1988, 

1992,  1996,  2000,  2004,  2008 

Connecticut 

1980, 

1992, 

1996,  2008 

Delaware 

1976, 

1980, 

1992,  2004 

Florida 

1976, 

1992, 

1996,  2000,  2004,  2008 

Georgia 

1992, 

1990, 

2008 

Hawaii 

1976, 

1980, 

1988,  2004 

Illinois 

1976, 

1980, 

1988 

Indiana 

1976, 

1992, 

1996,  2008 

Iowa 

1984, 

1992, 

2000,  2004,  2008 

Kansas 

1976, 

1992 

Kentucky 

1976, 

1980, 

1992,  1996 

Louisiana 

1976, 

1980, 

1992,  2000 

Maine 

1980, 

1992, 

2000,  2004 

Marj'land 

1976, 

1980, 

1084,  1988 

Massachusetts 

1980, 

1984, 

1988 

Michigan 

1976, 

1980, 

1988,  1992,  2000,  2004 

Minnesota 

1980, 

1984, 

1988,  2000,  2004 

Mississippi 

1976, 

1980, 

1992,  1996 

Missouri 

1968, 

1976, 

1980,  1988,  1996,  2000,  2004,  2008 

Montana 

1980, 

1988, 

1992,  1996,  2008 

Nevada 

1976, 

1992, 

1996,  2000,  2004 

New  Hampshire 

1992, 

1996, 

2000,  2004,  2008 

New  Jersey 

1976, 

1992, 

2004 

New  Mexico 

1976, 

1988, 

1992,  1996,  2000,  2004 

New  York 

1976, 

1980, 

1984,  1988 

N^^^t■ll  Cuvnlina 

1980, 

1992, 

1996,  2008 

North  Dakota 

1976, 

1996, 

2008 

Ohio 

1968, 

1976, 

1992,  1996,  2000,  2004,  2008 

Oklahoma 

1976, 

1992, 

1996 

Oregon 

1968, 

1976, 

1980,  1988,  1992,  1996,  2000,  2004 

Pennsj'lvaiua 

1968, 

1976, 

1980,  1984,  1988,  1992,  2000 

Rhode  Island 

1984 

South  Carolina 

1980, 

1992, 

1996,  2008 

South  Dakota 

1976, 

1988, 

1992,  1996,  2008 

Tennessee 

1980, 

1992, 

1996,  2000 

Texas 

1976, 

1992, 

1996 

Vermont 

1980, 

1988, 

2000 

Virginia 

1976, 

1992, 

1996,  2000,  2004,  2008 

Washington 

1976, 

1988, 

2000,  2004 

West  Virginia 

1980, 

1988, 

2000 

Wisconsin 

1968, 

1972, 

1976,  1980,  1984,  1988,  1992,  2000 

Wyoming 

1992 
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Table  12:  Super  Tuesday  states  by  year 


Alabama  1980,  1984,  1988,  2008 

Alaska  1980,  2008 

Arizona  2008 

Arkansas  1976,  1988,  2008 

California  2000,  2004,  2008 

Colorado  1996 

Connecticut  1996,  2000,  2004,  2008 

Delawaie  1992,  2008 

Florida  1980,  1984,  1988,  1992 

Georgia  1980,  1984,  1988,  1996,  2000,  2004,  2008 

Hawaii  1980,  1984,  1988,  2000 

Idaho  1976,  2008 

Dlinois  2008 

Kansas  1988,  2008 

Kentucky  1976,  1988 

Louisiana  1992 

Maine  1996,  2000 

Maiylaiid  1988,  1996,  2000,  2004 

Massachusetts  1984,  1988,  1996,  2000,  2004,  2008 

Minnesota  1996,  2000,  2004,  2008 

Missouri  1988,  1992,  1996,  2000,  2008 

Montana  2008 

Nevada  1976,  1984,  1988 

New  Jersey  2008 

New  Mexico  2008 

New  York  2000,  2004,  2008 

North  Carolina  1988 

North  Dakota  2000,  2004,  2008 

Ohio  2000,  2004 

Oklahoma  1980,  1984,  1988,  1992,  2008 

Oregon  1976 

Rhode  Island  1984,  1988,  1992,  1996,  2000,  2004 

Tennessee  1976,  1988,  1992,  2008 

Texas  1988,  1992 

Utah  2008 

Vermont  1996,  2000,  2004 

Virginia  1988 

Washington  1980,  1984,  1988,  2004 

West  Virginia  2007  
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Appendix  C:  Robustness 

Table  13:  Per  Capita  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000542"* 

0.00134"* 

0.000607"* 

(0.000155) 

(0.000259) 

(0.000215) 

Battleground  State 

0.000769 

-0.00938"* 

-0.00333" 

(0.00125) 

(0.00187) 

(0.00153) 

Obsei-vations 

658 

658 

658 

Robust  standard  errors 

in  parentheses. 

•  p  <  0.10,  •* 

p  <  0.05,  ••*  p  <  0.01 

Includes  quarter  dummies.  Stfttc-quartcr  observations. 
Drops  lA,  NH,  SC. 

Table  14:  Per  Capita  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state 
fixed  effects) 


Dependent 

Variable= 

Per  Capita  Income  Growth 

(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000521"* 

0.00128*** 

0.000587*** 

(0.000134) 

(0.000267) 

(0.000207) 

Battleground 

0.000223 

-0.0125*" 

-0.00430** 

(0.00120) 

(0.00221) 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  '"  p  <  0.01 
Includes  quarter  dummies  and  state  fixed  effects. 
State-quarter  observations.  Drops  lA,  NH,  SC. 
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Table  15:  Results  are  robust  restricting  sample  to  2004  and  2008  expenditures  sample 


(1) 
Income 

(2) 

Accom. 

(3) 
Retail 

Primai-y 

0.00734"* 
(0.00162) 

0.0131*" 
(0.00273) 

0.00680*" 
(0.00196) 

Primary  on  Super  Tuesday 

-0.000656 
(0.00301) 

-0.00935" 
(0.00443) 

-0.00731* 
(0.00438) 

Battleground  State 

-0.000263 
(0.00123) 

-0.0114"* 
(0.00188) 

-0.00411*" 
(0.00147) 

Observations 

658 

658 

658 

Robust  standard  erroi's  in  parentheses 

Includes  quarter  dummies 

*  p  <  0.10,  "  p<  0.05,  *"  p  <  0.01 

Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  in  the 
given  state  and  given  quarter  or  following  quarter. 
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CHAPTER  23;  EXPENDITURE  MULTIPLIER 

Consutnption  and  Savings  Function: 

n  Consumption  is  primarily  a  function  of  Yd  (disposable  income)  or  "after-tax"  income.  Although  it 
is  also  influenced  by  the  rate  of  interest,  expectations  about  future  Yd,  wealth  effects  etc. 

n  if  plot  Consumption  as  a  function  of  Yd  it  will  have  a  positive  vertical  intercept  ('autonomous 
consumption')  and  a  positive  slope  but  less  than  one  (i.e,  the  slope  of  the  consumption  function  is 
the  coefficient  on  Yd  in  the  Consumption  equation  and  represents  the  Marginal  Propensity  to 
Consume  (MPC).  Therefore,  0<MPC<1 

n  if  plot  the  consumption  function  versus  a  45  degree  line  (with  the  mathematical  property  that  any 
point  on  the  45  degree  line  has  the  same  vertical  coordinate  as  horizontal  coordinate,  or  x  =  y)  then 
where  Consumption  intersects  the  45  degree  line  is  referred  to  as  "breakeven  level  of  Yd". 

n  at  Yd  <  Yd  breakeven,  then  C  >  Yd  (the  individual  is  'dissaving'  as  savings  <0) 

n  at  Yd  >  Yd  breakeven,  then  C  <  Yd  and  the  individual  is  "saving",  Savings  >0. 

n  the  Savings  function  is  derived  from  the  consumption  function  (if  the  consumption  function  changes 
then  so  does  the  savings  function).  For  example,  if 

C  =  a  +  b  (Y  -  T)  where  a>0,  0<b<l  and  Yd=  Y-T 

then  the  implied  savings  function  is: 

S  =  -a  +  (l-b)(Y-T)       where  (1-b)  =  MPS  (marginal  propensity  to  save) 
Note:  MPC  +  MPS  =  1 

n  Mathematical  example: 

if  C  =  1000  +  0.80  (Y  -T)  then  the  implied  savings  function  is: 

S  =  -1000+  0.20  (Y-T) 
where  MPC  =  0.80  and  MPS  =  0.20.  See  the  graphs  pg.  529 

Effects  of  other  variables  on  Consumption  fiinction: 

n  if  the  interest  rate  falls  or  expected  fiature  disposable  income  increases,  then  the  consumption 
function  shifts  upwards  and  the  implied  savings  fiinction  shifts  downwards  (see  pg.  531) 

Other  Components  of  Aggregate  Expenditure  (AE): 

i)  Investment  function: 

n  depends  on  interest  rate,  expected  fiiture  profits.  Not  related  to  current  GDP  or  Yd.  Therefore,  if 
we  plot  the  investment  fimction  in  diagram  with  Investment  expenditures  on  the  vertical  axis  and 
real  GDP  on  the  horizontal  axis,  the  Investment  (I)  line  is  horizontal  at  lo.  That  is,  we  assume  that: 

I  =Io. 

ii)  Government  expenditures: 

n  changes  in  government  expenditures  (G)  or  taxes  (T)  represents  a  "fiscal  policy"  decision  of  the 
federal  government.  Therefore,  a  change  in  G  is  a  policy  choice  and  does  not  respond 
automatically  to  the  level  of  GDP  (Y).  So  in  a  diagram,  G  is  also  assumed  to  be  autonomous, 
G  =  Go. 

iii)  Exports: 

n  exports  represent  Canadian  goods  sold  abroad.  The  level  of  exports  will  depend  primarily  on  the 
Canadian  price  level  (P),  foreign  price  level  (Pf),  the  exchange  rate  (E)  and  foreign  GDP  (Yf). 
Therefore,  once  again,  X  does  not  respond  to  the  level  of  Canadian  GDP  so  exports  are 
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autonomous. 

X  =  Xo. 

iv)  Imports: 

n  depends  on  relative  prices  (Canadian  and  foreign  prices),  the  exchange  rate  (E),  and  Canadian  GDP 
(Y).  As  GDP  (Y)  increases,  we  buy  more  goods  and  services  and  some  of  these  will  be  imported 
from  the  rest  of  the  world.  Therefore, 

Imports  (M)  =  m  Y  where  0<m<l  and  m=MPM  (marginal 

propensity  to  import) 


Aggregate  Expenditure  function  (AE); 

n  will  have  a  positive  intercept  (see  graph  pg.  534) 
n  the  slope  of  the  AE  function  is  given  by: 

n  slope  of  AE=  MPC(l-t)  -  MPM  where  0<t<l 

and  t  represents  the  tax  rate 
n  Note  if  we  have  lump  sum  taxes,  T  =  To  (  a  constant)  then  t=0  and  the  slope  of  the  AE  function  is 
just  =  MPC  -  MPM 

n  Nimierical  Example: 

If  MPC  =  0.80,  MPM  =  0.10  and  t  =  0.25  then  the  slope  of  the  AE  function  is: 
slope  of  AE  =  0.80  (1  -  0.25)  -  0.10 
slope  of  AE  =  0.50  . 

Equilibrium  GDP  (Y): 

n  when  AE  =  Y  (planned  spending  =  production)  we  have  an  equilibrium 

n  graphically  this  occurs  anywhere  along  the  45  degree  line  with  AE  on  the  vertical  axis  and  real  GDP 
(Y)  on  the  horizontal  axis.  Specifically,  the  equilibrium  is  where  the  given  AE  function  intersects 
the  45  degree  line,  (see  pg.  536) 

Calculation  of  EquUibrium  GDP  (Y): 

n  Suppose  you  are  given  the  following  equations: 

C  =  1000+  0.80  (Y-T) 

I  =  180 

G  =  100 

X  =  200 

M  =  0.20  Y 

T  =  100 

n  To  find  equilibrium  GDP,  follow  these  steps: 

n  Step  1 :  Calculate  the  AE  equation  by  adding  C,  I G,  X  and  M  together  and  substitute  the  T  value 
into  the  consumption  equation 

AE  =  C  +  I  +  G  +  X-  M 
so       AE  =  1000  +  0.80(Y  -100)  +  180  +  100  +  200  -  0.20  Y 
or       AE  =  1400  +  0.60  Y 
-Step  2:  Impose  the  equilibrium  condition,  AE  =  Y 
so        1400  +  0.60  Y  =  Y 
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and  since  the  equilibrium  condition  has  been  imposed,  the  value  of  Y  solved  for  is  then 
equilibrium  Y. 

n  Step  3:  Solve  for  equilibrium  GDP 
0.40  Y  =  1400 
so    Y  =  3500 

The  Multiplier; 

n  the  definition  of  the  multiplier  is:  multiplier  =         change  in  equilibrium  Y 

change  in  autonomous  spending 

n  the  formula  for  the  expenditure  multiplier  is:  multiplier  =  1  

1  -  slope  of  AE  ftmction 

Example:  If  the  MPC  =  0.80,  t  =  0,  and  MPM  =  0.05  then 
the  slope  of  the  AE  function  is  =  0.75  and  the  multiplier  is  =  4 

TTierefore,  for  everyone  $1  increase  in  spending  (whether  it  be  from  C,  I,  G,  X)  it  will  generate  a  $4 
increase  in  equilibrium  GDP. 


n  continuing  the  example  from  above  where  equilibrium  Y  =  3500,  if  full  employment  GDP  (Y*)  = 
4300  then  in  order  to  get  to  full  employment  GDP  the  government  could  increase  its  spending  by 
200  (once  subject  to  the  multiplier,  the  overaU  increase  in  GDP  is  going  to  be  $800  bringing  the  new 
equiUbrium  GDP  level  to  $4300  (=Y*) 

The  Lump  sum  Tax  multiplier: 

n  if  the  government  has  a  lump  sum  tax  (so  the  tax  rate,  t  =  0),then  a  $1  increase  in  taxes  would 
reduce  Consumption  expenditures  by  the  value  of  the  MPC  (eg  0.80).  This  reduction  in 
expenditures  is  then  subject  to  the  multiplier.  The  end  resuh  is  that  when  taxes  (T)  change, 
equilibrium  GDP  changes  according  to  the  value  of  the  tax  multiplier, 

n  defmitionof  thetaxmultipher:         tax  muldpher  =  -  MPC  

1  -  slope  of  the  AE  function 

Example: 

If  the  MPC  =  0.80,  t  =  0  and  MPM  =  0.05  then  the  tax  multiplier  is: 
tax  multiplier  =  -0.80 

1    -  0.75 

then  the  tax  multiplier  is  -3.2 

The  tax  muhiplier  is  always  a  negative  number  because  from  the  defmition  of  the  tax  multiplier  above, 
we  know  that  if  taxes  increase  (decrease),  then  real  GDP  will  decrease  (increase)  so  the  tax  multiplier 
is  negative. 

n  you  use  the  tax  multiplier  to  determine  the  required  change  in  taxes  to  bring  about  full  employment 

GDP.  Suppose  again  that  Y  (eq'l)  =  3500  and  Y*  =  4300  and  the  tax  multiplier  is  -3.2 
then  from  the  defmition  of  the  tax  multiplier: 

tax  multiplier  =  change  in  equilibrium  GDP 
change  in  taxes  (lump  sum) 
so  if  the  tax  multiplier  is  -3.2  and  to  get  to  full  employment  GDP  we  want  the  change  in  equilibrium 
GDP  to  be  +$800,  then  the  change  m  taxes  should  be  =  800/-3.2  or  =  -$250 


3  of  4 


5/16/2013  11:45  AM 


CHAPTER  23:  EXPENDITURE  MULTIPLIER 


http://instruct.uwo.ca/economics/020-57l/macro/Rcview-Chapter_23.htm 


The  Mulriplier  and  the  Price  Level; 

n  the  price  level  (P)  was  held  constant  in  deriving  the  AE  function.  Therefore,  if  the  price  level 
changes  it  will  shift  the  AE  curve  (due  to  the  wealth  effect  and  the  substitution  effects,  see  page 
543). 

n  specifically,  if  the  price  level  increases,  AE  shifts  down  (the  increase  in  price  reduces  real  wealth 
and  encourages  international  and  intertemporal  substitution  so  consumption  expenditures  decrease 
and  imports  increase  lowering  equilibrium  GDP).  See  graphs  on  page  544. 

Derivation  of  the  AD  curve; 

n  can  derive  the  AD  curve  (from  chapter  22)  by  changing  the  price  level  and  tracing  out  what 
happens  to  equilibrium  GDP  following  the  shift  in  the  AE  curve.  See  page  544. 

n  we  can  also  trace  out  the  effects  of  changes  in  other  variables  (eg  changes  in  the  interest  rate  or 
exchange  rate  etc)  on  the  AD  curve  itself  See  page  545.  If  the  AE  curve  shifts  upwards  due  to  any 
effect  but  a  change  in  price,  then  the  AD  curve  will  shift  in  response.  See  page  545. 

Note:  you  should  read  over  the  Appendix  to  Chapter  23  (the  mathematical  note  at  the  end  of  the 
chapter). 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Economic  Development,  the  Department  of  Public 
Safety,  the  Department  of  Transportation,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape 
Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School 
District,  Linn  State  Technical  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

It  is  estimated  this  profwsal  will  increase  state  govemment  costs  by  at  least  $1 18,000  annually  and 
have  an  unknown  change  in  costs  for  local  govemmental  entities.  Any  potential  impact  to  revenues 
for  state  and  local  govemmental  entities  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-037) 


Subject 

Initiative  petition  from  Wliitfield  Montgomery  regarding  a  proposed  constitutional 
amendment  to  Article  I.  (Received  May  30,  2013) 

Date 

June  18,  2013 
Description 

This  proposal  would  amend  Article  I  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Whitfield  Montgomery  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  amendment. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

There  is  no  anticipated  state  cost  to  the  foundation  formula  associated  with  this  proposal. 
To  the  extent  fine  revenues  exceed  2004-2005  collections,  any  increase  in  this  money 
distributed  to  school  districts  increases  the  deduction  in  the  foundation  formula  the 
following  year.  Therefore  the  affected  districts  will  see  an  equal  decrease  in  the  amount 
of  funding  received  through  the  formula  the  following  year;  unless  the  affected  districts 
are  hold-harmless,  in  which  case  the  districts  will  not  see  a  decrease  in  the  amount  of 
funding  received  through  the  formula  (any  increase  in  fine  money  distributed  to  the  hold- 
harmless  districts  will  simply  be  additional  money).  An  increase  in  the  deduction  (all 
other  factors  remaining  constant)  reduces  the  cost  to  the  state  of  funding  the  formula. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  this  initiative  petition  has  no 
fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  Greene  County  indicated  no  apparent  impact. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  this 
petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  no  fiscal  impact  on  their  city. 


Officials  from  Metropolitan  Community  College  indicated  this  would  have  no  direct 
fiscal  impact  on  their  college. 


Whitfield  Montgomery  provided  the  following  information  as  a  proponent  of  this 
initiative  petition. 

The  Consumer  Borrowers'  Bill  of  Rights  will  have  no  impact  on  state  or  local 
government  revenues.  This  proposal  makes  legally  enforceable  a  series  of  best  practices 
for  consumer  lending.  This  proposal  allows  consumer  lending  to  occur  in  Missouri  while 
protecting  consumers  from  unethical  (soon  to  be  illegal)  practices.  Accordingly,  no 
legitimate  economic  activity  will  be  lost  in  the  state  and  no  loss  to  state  and  local 
government  revenues  will  occur.  Costs  to  enforce  the  measure  are  minimal  and  can  be 
absorbed  by  existing  state  and  local  budgets. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Attorney  General's  office, 
the  Department  of  Agriculture,  the  Department  of  Higher  Education,  the 
Department  of  Public  Safety,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of 
Mexico,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

There  are  no  estimated  costs  or  savings  expected  for  state  and  local  governmental  entities  if  this 
proposal  is  approved  by  voters.  Increased  fine  revenue  resulting  from  this  proposal  could  reduce 
state  government  expenses  and  increase  revenue  for  some  school  districts,  but  the  fiscal  impact  is 
unknown  and  likely  insignificant. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-003) 


Subject 

Initiative  petition  from  Ron  Calzone  regarding  a  proposed  constitutional  amendment  to 
Article  I,  Sections  26,  27,  and  28.  (Received  November  9,  2012) 

Date 

November  28,  2012 
Description 

This  proposal  would  amend  Article  I,  Sections  26,  27,  and  28  of  the  Missouri 
Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  the  State 
Tax  Commission,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper 
County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape 
Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kansas  City,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City 
of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  Metropolitan  Community  College,  University  of  Missouri, 
and  St.  Louis  Community  College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  the 
implementation  of  this  proposal  creates  no  fiscal  impact.  However,  they  assume  that 
because  this  proposal  has  the  potential  to  be  the  subject  of  state  litigation,  potential  costs 
are  unknown. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  they  anticipate  that  the 
proposal  contained  in  this  initiative  petition  would  have  no  direct,  foreseeable  fiscal 
impact  on  their  department.  However,  changes  to  the  state's  imminent  domain  laws  may 
affect  public  colleges  and  universities  within  the  state.  A  response  on  the  proposal  should 
also  be  sought  from  them. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  the  department  would 
not  anticipate  a  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  this  initiative  petition  may  have 
fiscal  impact  on  their  department,  to  the  extent  it  exercises  the  power  of  eminent  domain. 
The  petition  proposes  a  new  method  of  determining  just  compensation,  which  will  likely 
be  greater  than  the  current  method.  It  also  places  additional  conditions  and  restrictions 
on  the  use  of  the  power  of  eminent  domain,  which  could  lead  to  more  agency  costs  as 
they  work  to  demonstrate  compliance  with  the  new  provisions. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 


Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  added  costs  to  their 
office  if  this  amendment  is  approved  by  the  voters. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  will  be  no  fiscal 
impact  to  their  agency. 

Officials  from  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to  their 
department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  Department  of  Transportation  indicated  they  are  unable  to  provide  an 
estimate  of  the  negative  fiscal  impact  this  initiative  petition  will  have  upon  their 
department  if  it  is  approved  by  the  voters;  therefore,  the  negative  fiscal  impact  due  to  this 
initiative  petition  is  unknown,  greater  than  $100,000. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office.  There  should  be  no  impact  on  general  or  total  state  revenues. 

Officials  from  the  Missouri  Senate  indicated  this  legislation  appears  to  have  no  fiscal 
impact  as  it  relates  to  their  agency. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  fiscal  impact 
on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically  been 
an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  fiscal  year  2011,  at  the  August  and  November  elections,  there  were  6  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $1.02  million  to  publish  (an 
average  of  $170,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 


Officials  from  the  State  Treasurer's  office  indicated  there  will  be  no  impact  to  their 
office. 

Officials  from  the  State  Tax  Commission  indicated  this  initiative  petition  would  have  no 
impact  to  their  agency. 

Officials  from  the  City  of  Columbia  indicated  while  hard  to  quantify,  they  expect  that 
these  amendments,  if  approved,  would  create  a  more  costly  process  for  acquiring 
property,  and  possibly  add  risk. 

They  would  expect  substantial  delays  in  projects  that  require  condemnation  because  the 
city  could  not  get  possession  of  the  easement  or  property  until  "a  final  legal 
determination  of  the  legitimacy  of  the  taking  is  established."  This  could  be  tied  up  in 
court  for  years  if  it's  appealed.  To  avoid  this,  it  could  be  necessary  to  pay  more  than  fair 
market  value  for  takings. 

It  appears  that  without  a  property  owner's  "consent,"  the  city  might  bear  all  the  costs  of 
acquisition  without  getting  true  ownership  of  the  property,  creating  risk  through  unclear 
title  and  inability  to  actually  govern  use  of  the  property. 

Officials  from  the  City  of  Jefferson  indicated  the  cost  to  the  city  should  this  petition 
become  law  is  unknown  but  would  likely  increase  the  cost  of  condemnation  to  the  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  would  cause  a 
large  loss  of  tax  revenues  as  the  initiative  eliminates  several  economic  development  tools 
available  to  the  city.  The  city  will  be  unable  to  attract  and  unable  to  retain  businesses. 
This  initiative  discourages  economic  development  in  Missouri  and  encourage  businesses 
to  locate  or  relocate  across  the  state  line.  The  annual  cost  to  the  city  is  in  the  millions. 

Officials  from  the  City  of  Raymore  indicated  the  city  does  not  anticipate  any  fiscal 
impact. 

Officials  from  the  City  of  St.  Josepli  indicated  the  initiative  petition  would  result  in 
significant  increases  in  cost  and  significant  amounts  of  lost  revenue  to  the  city.  In  addition, 
the  following  related  information  was  provided  by  the  city.  The  initiative  petition  proposes 
changes  to  Article  I,  Sections  26,  27,  and  28  that  would  prohibit  the  use  of  eminent  domain 
for  redevelopment  by  providing  that:  (a)  only  public  entities  can  acquire  property  using 
eminent  domain;  (b)  no  private  ownership  or  other  private  rights  shall  be  considered  a  pubUc 
use;  (c)  the  future  use  must  be  declared  at  the  time  of  acquisition  and  cannot  be  changed;  and 
(d)  the  public  entity  that  acquired  the  property  via  eminent  domain  cannot  transfer  such 
property  to  private  ownership  any  sooner  than  twenty  (20)  years  following  the  acquisition 
unless  the  original  owner  has  been  offered  the  right  to  buy  back  the  property  at  the  original 
price  or  unless  the  private  owner  is  providing  products  or  services  incidental  to  the  function 
of  a  pubUcly  owned  facility. 

The  changes  to  Article  VI,  Section  21,  effectively  strips  out  the  ability  of  local  governments 
to  use  eminent  domain  for  redevelopment  that  involves  private  entities.  These  proposed 


changes  will  result  in  both  extreme  costs  and  extreme  loss  of  revenue  to  the  City.  The  city 
uses  eminent  domain  sparingly.  But  it  is  a  very  important  tool  that  is  vital  in  their  efforts  to 
overcome  hundreds  of  acres  of  blight  caused  by  five  decades  of  suburban  flight. 

Much  like  St.  Louis,  St.  Joseph  boasted  a  population  of  100,000  in  1900,  which  has  fallen  to 
76,000  since.  As  a  result  of  this  population  loss,  there  are  now  hundreds  of  vacant  lots  and 
structures  in  the  City  of  St.  Joseph. 

Redeveloping  this  decay  would  be  easy  if  all  of  the  properties  adjacent  to  each  other,  but  old- 
style  building  lots  (many  times  40'  x  100'  wide)  will  not  accommodate  modern  development. 
To  re-develop,  multiple  lots  need  to  be  combined  in  a  practical  density  to  attract  both 
developers  and  builders  to  invest  and  for  potential  residents  to  purchase  and  live  in.  But 
lacking  concentrations  of  contiguous  lots,  re-development  is  difficult  to  achieve.  The  vast 
majority  of  our  privately  owned  vacant  buildings  and  lots  are  not  maintained  by  their  private 
owners.  Many  of  these  structures  suffer  from  the  bUght  in  the  larger  neighborhood  and  block 
reasonable  re-development.  BUght,  and  its  effects  on  neighboring  properties,  property  taxes, 
and  pubhc  service  delivery  spread  ever  wider  if  not  addressed. 

Eminent  domain  is  needed  to  eradicate  the  vacant,  abandoned,  dangerous  and  problem 
properties  that  were  left  behind  25%  of  St.  Joseph's  population  left. 

Private  participation  in  the  redevelopment  process  is  necessary  because  the  city  does  not  have 
the  resources  to  acquire  the  thousands  of  problem  properties  in  the  city,  eliminate  the 
problematic  conditions,  and  hold  the  property  for  twenty  (20)  years.  These  properties  were 
never  used  for  governmental  purposes  and  were  not  intended  for  governmental  use.  The  city 
does  not  wish  to — and  cannot  afford  to — use  public  funds  and  eminent  domain  to  purchase 
these  properties,  use  public  funds  to  redevelop  them — and  then  own  them  and  operate  them 
for  what  are  essentially  private  business  and  residential  purposes  for  a  twenty-year  period.  As 
provided  in  the  proposed  amendment,  the  city  will  not  even  be  able  to  enlist  the  assistance  of 
private  enterprise  in  the  operation  of  the  properties  or  to  realize  any  income  from  the  property 
to  offset  the  expense  of  acquiring  and  redeveloping  it  for  the  twenty-year  period,  because  the 
proposed  amendment  prohibits  the  property  from  being  "sold,  leased,  transferred,  or 
otherwise  made  available  for  use  by  a  private  party  within  20  years  of  such  taking... unless 
the  private  owner  is  providing  products  or  services  incidental  to  the  function  of  a  pubUcly 
owned  facility."  Private  redevelopment  and  ownership  will  allow  the  city  to  rebuild  its  tax 
base;  public  ownership  for  a  twenty-year  period,  on  the  other  hand,  will  cost  the  city  millions 
upon  millions  of  dollars  and  result  a  veritable  wasteland  for  two  decades  since  it  will  not  be 
possible  for  the  city  to  use  the  property  in  any  manner  that  allows  the  city  to  recoup  even  a 
portion  of  its  investment — if  it  were  even  possible  for  the  city  to  make  the  investment  in  the 
first  place.  Since  city  funds  are  not  available,  it  will  not  possible  to  address  these  conditions 
with  the  Umited  and  weak  mechanisms  that  will  remain  if  the  amendment  passes.  Thus,  the 
proposed  amendment  would  sentence  the  city  to  another  five — and  more — decades  of 
decline,  disinvestment  and  population  loss  as  people  and  businesses  again  leave  the  city 
because  they  cannot  tolerate  negative  conditions  that  the  city  is  powerless  to  change.  The  city 
needs  to  rebuild  the  market  for  city  real  estate  and  rebuild  its  tax  base  in  the  process — the 
proposed  amendment  would  make  it  impossible  for  the  city  to  do  this. 

Even  more  important,  the  amendment  will  make  it  impossible  for  the  city  to  address  the 
redevelopment  of  bUghted  areas  in  a  maimer  that  returns  these  areas  to  productive  uses  that 


generate  tax  revenues  for  the  city  and  the  State  of  Missouri.  The  redevelopment  of  blighted 
areas  necessarily  involves  the  participation  of  the  private  sector,  which  the  amendment  would 
prohibit  for  a  twenty-year  period.  While  few  cities  enjoy  the  prospect  of  utilizing  this  power 
as  a  re-development  tool,  it  is  nevertheless  a  tool  that  is  effective  both  in  its  actual  use  and  its 
possible  to  motivate  all  of  the  players  involved  in  re-development  to  make  the  decisions 
necessary  to  rescue  neighborhoods  and  commercial  areas  one  at  a  time.  It  is  critical  that  the 
city  retain  the  ability  to  address  bUghted  areas  and  to  partner  with  private  enterprise  for  the 
redevelopment  of  these  blighted  areas — the  city  carmot  address  the  distress  that  currently 
exists  in  the  city  using  public  funds  alone. 

Because  of  the  limited  time  allowed  to  review  this  issue  and  its  far-reaching  impacts, 
sufficient  time  to  analyze  the  fiscal  impact  has  not  been  provided.  However,  over  a  ten  year 
period  staff  estimates  an  impact  of  approximately  $7,500,000. 

PUBLIC  WORKS  IMPROVEMENTS 

Changes  to  the  constitution  regarding  public  purpose,  property  retention,  and  deadlines  for 
use,  would  have  dramatic  and  far-reaching  impacts  on  any  government  undertaking  typical 
public  projects  in  a  typical  year. 

In  St.  Joseph,  city  government  seeks  to  be  as  efficient  and  prudent  with  public  funds  as 
possible.  An  effective  tool  to  hedge  against  future  costs  for  projects  that  do  not  have 
complete  funding  available  is  to  pursue  corridor  preservation  projects.  Examples  of  this 
would  be  to  acquire  property  necessary  to  build  a  new  road  in  the  future  of  easements  for  a 
new  sewer,  flood  control,  or  utility  project.  Taxpayers  reaUze  a  benefit  from  purchasing 
property  today  at  current  valuations  and  also  head-off  future  costs  by  purchasing  property 
before  it  develops.  Already  developed  property  costs  more  and  has  more  negatives  attached 
to  it  (possible  purchase  and  demolition  of  homes  and  businesses)  that  could  easily  be  avoided 
if  the  government  owned  necessary  property  before  development. 

It  is  not  uncommon  for  corridor  preservation  projects  to  precede  actual  utilization  by  10-20 
years.  However,  if  section  28.2  were  enacted,  all  property  would  return  after  five  years.  This 
would  effectively  eliminate  the  ability  of  government  to  reduce  the  future  costs  of  future 
public  improvements.  It  will  make  easily  avoided  conflicts  more  expensive  and  more 
difficult,  with  property  owners  and  taxpayers  suffering  needlessly.  In  St.  Joseph,  this 
provision  assumes  the  following: 

•      2%  per  year  cost  escalation  for  listed  projects  of  $10,000,000  =  $200,000/year  x  10 
years  =  $2,000,000 

Section  26.1  proposes  to  make  debatable  the  public  purpose  of  project's  public  use.  In  fact,  it 
opens  the  door  for  the  approach  taken  to  address  the  pubUc  use  being  decided  via  a  jury  trial. 
The  potential  impact  to  a  project  involves  an  adversarial  position  being  taken  for  a  completed 
project  design,  and  an  alternative  decision  being  made  by  a  jury.  This  would  require  the  unit 
of  government  to  re-design  the  project  according  to  the  direction  of  the  jury,  and  regardless 
of  the  technical  merit  and  cost-effectiveness  of  that  decision.  Aside  from  the  financial  impact 
of  the  delays  involved,  re-design  would  expose  government  to  re-paying  for  the  same  design, 
typically  10%  of  the  project  budget.  In  St.  Joseph,  the  impact  would  be  as  follows: 


•  $150,000,000  CSO  Program  x  10%  =  $15,000,000  in  additional  design  fees  over  20  years 

•  $50,000,000  Road  Projects  x  10%  =  $5,000,000  in  additional  design  fees  over  10  years 


Section  26  also  makes  significant  changes  to  the  requirements  of  appraisals.  On  federal 
projects,  and  per  state  law  now,  appraisals  are  required  to  be  made  by  licensed  professionals. 
The  intent  is  that  for  appraisals  to  consistently  follow  prescribed  methodology,  be  objective, 
consistent,  and  defensible.  The  change  to  allow  appraisals  to  conform  with  "methods  typical 
to  the  ordinary  course  of  business"  essentially  throws  this  professional  approach  out.  If  this 
change  were  made,  a  multitude  of  methods  may  be  accepted,  throwing  valuation  into  a  much 
higher  level  that  is  made  without  basis  in  fact.  St.  Joseph  typically  has  experienced 
differences  between  trained  individuals  and  the  lay  community  at  50%  or  more.  Over  the 
next  twenty  years,  the  following  would  be  expected: 

•  $9,000,000  -  value  of  CSO  property/easement  acquisition  x  50%  escalation  = 
$4,500,000  extra  that  taxpayers  would  have  to  needlessly  pay  for  a  public  project. 

•  $5,000,000  -  value  of  Road  Projects  property/easement  acquisition  x  50%  escalation  = 
$2,500,000  extra  that  taxpayers  would  have  to  needlessly  pay  for  a  public  project 

Section  28.4  has  the  potential  for  a  massive  abuse.  It  is  not  at  all  unusual  for  property  owners 
to  declare  that  they  will  not  be  able  to  utilize  a  property  if  not  all  of  it  is  purchased,  stating 
that  the  balance  of  the  property  not  required  would  be  an  uneconomic  remnant.  Many 
governments,  to  avoid  the  creation  or  claim  of  such  a  condition,  purchase  the  entire  parcel, 
construct  their  improvement,  and  the  re-sell  the  balance  of  the  property  that  was  not  needed 
in  the  first  place. 

Under  the  provisions  of  28.4,  a  property  owner  has  the  potential  to  realize  a  profit  twice  on  a 
property.  The  first,  being  the  sale  of  property  the  government  didn't  originally  need  but 
acquired  at  the  insistence  of  a  property  owner.  The  second,  from  a  sole-source  arrangement 
wherein  he  can  re-purchase  at  the  lower  rate  after  improvements  have  been  made  to  the 
property  (when  it  would  be  worth  more  via  the  virtue  of  having  a  new  road,  new  utilities, 
grading/clearing,  etc.  that  was  necessary  for  the  project.)  Taxpayers  are  hurt  initially  having 
to  buy  more  property  than  needed,  but  can't  realize  the  benefit  of  that  investment  by  being 
required  to  sell  a  property  back  at  the  pre-developed  rate.  This  type  of  issue  is  claimed  on 
approximately  10%  of  all  property  acquisition  activities  as  follows: 

•  $14,000,000  (value  of  all  property  activities)  x  10%  =  $1,400,000 

o  $1,400,000  X  50%  (value  of  properties  purchased  at  insistence  of  owners)  =  $700,000 
o        $700,000  X  25%  (enhanced  value  typical  of  "unusable"  property  after  a  project)  = 

$175,000 
o        Total  lost  $875,000 

One  of  the  basic  reasons  that  local  government  exists  is  to  provide  public  services  and 
construct  and  maintain  public  infrastructure.  The  proposed  changes  to  the  constitution  would 
fundamentally  alter  these  basic  tenets  of  government,  destroying  the  ability  of  government  to 
plan  for  the  future  and  to  construct  projects.  In  the  time  given  to  comment,  St.  Joseph  was 
not  able  to  compute  the  far-reaching  and  more  significant  impacts  to  a  community  that  can't 
grow,  can't  improve  itself,  and  can't  provide  the  basic  elements  that  its  citizens,  prospective 


businesses,  and  prospective  citizens  expect  and  require.  The  lost  employment  and  resident 
opportunities  are  significant. 

Total  impacts  for  St.  Joseph  would  be:  $37,375,000.00 

Officials  from  the  City  of  St.  Louis  indicated  they  estimate  the  fiscal  impact  of  this  bill 
for  fiscal  years  2014,  2015  and  2016  to  be  as  follows: 

Three  agencies  within  the  St.  Louis  Development  Corporation  (SLDC)  currently  have 
eminent  domain  authority.  They  have  used  that  power  to  assist  developers  or 
redevelopers  acquire  parcels  that  are  necessary  to  complete  their  developments  or 
redevelopments  and  thereby  bring  new  jobs,  industry,  housing  and  revenues  to  the  city. 
Losing  eminent  domain  authority  will  have  an  unquantifiable  negative  impact  on  the 
city. 

Officials  from  the  City  of  Wentzville  indicated  there  will  be  no  financial  impact  at  this 
time,  since  we  are  not  doing  any  TIFs,  but  could  limit  future  economic  development. 

Officials  from  Linn  State  Technical  College  indicated  these  changes  should  not  have  an 
estimated  cost  or  savings  to  their  college. 

Officials  from  Metropolitan  Community  College  indicated  this  would  have  no  direct 
fiscal  impact  on  their  college. 

Officials  from  University  of  Missouri  indicated  this  petition  would  have  a  significant 
fiscal  impact  on  the  university,  but  they  do  not  have  enough  information  to  determine  an 
actual  amount. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Public  Safety,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Springfield,  the  City  of  Union, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

The  total  cost  or  savings  to  state  or  local  governmental  entities  is  unknown.  The 
estimated  costs,  if  any,  to  state  and  local  governmental  entities  could  be  significant. 
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Subject 

Initiative  petition  from  Ron  Calzone  regarding  a  proposed  constitutional  amendment  to 
Article  VI,  Section  21.  (Received  November  9,  2012) 

Date 

November  28,  2012 
Description 

This  proposal  would  amend  Article  VI,  Section  21  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  the  State 
Tax  Commission,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper 
County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape 
Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kansas  City,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City 
of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  Metropolitan  Community  College,  University  of  Missouri, 
and  St.  Louis  Community  College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  the 
implementation  of  this  proposal  creates  no  fiscal  impact.  However,  they  assume  that 
because  this  proposal  has  the  potential  to  be  the  subject  of  state  litigation,  potential  costs 
are  unknown. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  fiscal 
impact  for  their  department,  but  the  amount  is  unknown. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  they  anticipate  that  the 
proposal  contained  in  this  initiative  petition  would  have  no  direct,  foreseeable  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
their  department  or  any  of  the  department's  constituent  programs  would  be  included  as  a 
"political  subdivision"  under  this  proposed  language.  Therefore,  their  department  would 
not  anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  this  will  have  no  impact  for 
their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  since  this  provision  applies 
to  private  property  owners,  enactment  of  this  amendment  poses  no  fiscal  impact  to  their 
department. 


Officials  from  the  Governor's  Office  indicated  there  should  be  no  added  costs  to  their 
office  if  this  amendment  is  approved  by  the  voters. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  will  be  no  fiscal 
impact  to  their  agency. 

Officials  from  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to  their 
department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  Department  of  Transportation  indicated  this  proposal  would  delete 
current  constitutional  authority  for  cities  and  counties  to  condemn  private  property  to 
remedy  "blighted"  areas.  Because  Missouri  Highway  Transportation  Commission's 
(MHTC's)  condemnations  are  for  state  highway  system  purposes  and  are  not  intended  to 
relieve  blight,  this  IP  would  not  impact  MHTC's  condemnation  cases. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office.  There  should  be  no  impact  on  general  or  total  state  revenues. 

Officials  from  the  Missouri  Senate  indicated  this  legislation  appears  to  have  no  fiscal 
impact  as  it  relates  to  their  agency. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  impact  on 
the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically  been 
an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  fiscal  year  2011,  at  the  August  and  November  elections,  there  were  6  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $1.02  million  to  publish  (an 
average  of  $170,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  there  will  be  no  impact  to  their 
office. 


Officials  from  the  State  Tax  Commission  indicated  this  initiative  petition  would  have  no 
impact  to  their  agency. 

Officials  from  the  City  of  Columbia  indicated  the  amendment  to  Article  VI,  Section  21 
could  be  construed  as  prohibiting  cities  from  establishing  administrative  procedures  for 
abating  nuisances.  If  cities  are  required  to  go  to  court  to  abate  nuisances  and  can  only 
abate  a  nuisance  "within  a  reasonable  time  after  final  judgment,"  nuisance  enforcement 
would  be  seriously  limited.  Weed  abatement,  for  example,  would  be  futile  because  a 
court  case  would  take  longer  than  a  growing  season  to  resolve.  Thus,  there  is  an 
opportunity  cost  if  the  city  cannot  quickly  and  effectively  abate  nuisances  on  behalf  of 
the  public. 

Officials  from  the  City  of  Jefferson  indicated  because  this  petition  would  appear  to 
require  litigation  of  every  nuisance  claim,  instead  of  currently  available  administrative 
proceedings,  the  cost  to  the  city,  should  this  ordinance  become  law,  would  be  an 
estimated  two  hundred  thousand  dollars  ($200,000)  per  year  based  upon  40  nuisance  per 
year  at  $5,000  litigation  cost  per  nuisance. 

Officials  from  the  City  of  Kansas  City  indicated  it  is  difficult  to  measure  the  cost  that 
this  initiative  would  have  on  the  city.  The  city  protects  the  citizens'  property  values  by 
prohibiting  public  nuisances  that  are  in  a  broader  category  than  public  nuisances  as 
defined  by  common  law.  It  is  not  clear  if  costs  for  abatement  include  administrative  and 

legal  costs  which  the  city  is  currently  able  to  recover.  By  limiting  their  recovery  to  lien 
enforcement,  the  city's  collection  efforts  are  severely  curtailed  as  demolition  costs  for 
dangerous  buildings  are  a  personal  debt  against  the  owner. 

This  initiative  would  decrease  the  citizens'  property  values,  thereby  decreasing  our  tax 
revenues,  and  dramatically  decrease  their  collection  revenue  for  nuisance  abatement 
recovery.  The  annual  cost  to  the  city  is  in  the  millions. 

Officials  from  the  City  of  Raymore  indicated  the  city  does  not  anticipate  any  fiscal 
impact. 

Officials  from  the  City  of  St.  Joseph  indicated  their  response  to  14-004  and  14-005  is  the 
same  as  their  response  to  14-002  and  14-003: 

The  City  of  St.  Joseph  indicated  the  initiative  petition  would  result  in  significant  increases  in 
cost  and  significant  amounts  of  lost  revenue  to  the  city.  In  addition,  the  following  related 
information  was  provided  by  the  city.  The  initiative  petition  proposes  changes  to  Article  I, 
Sections  26,  27,  and  28  that  would  prohibit  the  use  of  eminent  domain  for  redevelopment  by 
providing  that:  (a)  only  public  entities  can  acquire  property  using  eminent  domain;  (b)  no 
private  ownership  or  other  private  rights  shall  be  considered  a  pubUc  use;  (c)  the  future  use 
must  be  declared  at  the  time  of  acquisition  and  cannot  be  changed;  and  (d)  the  public  entity 
that  acquired  the  property  via  eminent  domain  cannot  transfer  such  property  to  private 
ownership  any  sooner  than  twenty  (20)  years  following  the  acquisition  unless  the  original 
owner  has  been  offered  the  right  to  buy  back  the  property  at  the  original  price  or  unless  the 


private  owner  is  providing  products  or  services  incidental  to  the  function  of  a  publicly  owned 
facility. 

The  changes  to  Article  VT,  Section  21,  effectively  strips  out  the  abiUty  of  local  governments 
to  use  eminent  domain  for  redevelopment  that  involves  private  entities.  These  proposed 
changes  will  result  in  both  extreme  costs  and  extreme  loss  of  revenue  to  the  City.  The  city 
uses  eminent  domain  sparingly.  But  it  is  a  very  important  tool  that  is  vital  in  their  efforts  to 
overcome  hundreds  of  acres  of  blight  caused  by  five  decades  of  suburban  flight. 

Much  Uke  St.  Louis,  St.  Joseph  boasted  a  population  of  100,000  in  1900,  which  has  fallen  to 
76,000  since.  As  a  result  of  this  population  loss,  there  are  now  hundreds  of  vacant  lots  and 
structures  in  the  City  of  St.  Joseph. 

Redeveloping  this  decay  would  be  easy  if  all  of  the  properties  adjacent  to  each  other,  but  old- 
style  building  lots  (many  times  40'  x  100'  wide)  will  not  accommodate  modem  development. 
To  re-develop,  multiple  lots  need  to  be  combined  in  a  practical  density  to  attract  both 
developers  and  builders  to  invest  and  for  potential  residents  to  purchase  and  live  in.  But 
lacking  concentrations  of  contiguous  lots,  re-development  is  difficult  to  achieve.  The  vast 
majority  of  our  privately  owned  vacant  buildings  and  lots  are  not  maintained  by  their  private 
owners.  Many  of  these  structures  suffer  from  the  blight  in  the  larger  neighborhood  and  block 
reasonable  re-development.  Blight,  and  its  effects  on  neighboring  properties,  property  taxes, 
and  public  service  delivery  spread  ever  wider  if  not  addressed. 

Eminent  domain  is  needed  to  eradicate  the  vacant,  abandoned,  dangerous  and  problem 
properties  that  were  left  behind  25%  of  St.  Joseph's  population  left. 

Private  participation  in  the  redevelopment  process  is  necessary  because  the  city  does  not  have 
the  resources  to  acquire  the  thousands  of  problem  properties  in  the  city,  eliminate  the 
problematic  conditions,  and  hold  the  property  for  twenty  (20)  years.  These  properties  were 
never  used  for  governmental  purposes  and  were  not  intended  for  goverrmiental  use.  The  city 
does  not  wish  to — and  cannot  afford  to — use  pubUc  funds  and  eminent  domain  to  purchase 
these  properties,  use  public  funds  to  redevelop  them — and  then  own  them  and  operate  them 
for  what  are  essentially  private  business  and  residential  purposes  for  a  twenty-year  period.  As 
provided  in  the  proposed  amendment,  the  city  will  not  even  be  able  to  enlist  the  assistance  of 
private  enterprise  in  the  operation  of  the  properties  or  to  realize  any  income  from  the  property 
to  offset  the  expense  of  acquiring  and  redeveloping  it  for  the  twenty-year  period,  because  the 
proposed  amendment  prohibits  the  property  from  being  "sold,  leased,  transferred,  or 
otherwise  made  available  for  use  by  a  private  party  within  20  years  of  such  taking... unless 
the  private  owner  is  providing  products  or  services  incidental  to  the  function  of  a  publicly 
owned  faciUty."  Private  redevelopment  and  ownership  will  allow  the  city  to  rebuild  its  tax 
base;  pubhc  ownership  for  a  twenty-year  period,  on  the  other  hand,  will  cost  the  city  millions 
upon  milUons  of  dollars  and  result  a  veritable  wasteland  for  two  decades  since  it  will  not  be 
possible  for  the  city  to  use  the  property  in  any  manner  that  allows  the  city  to  recoup  even  a 
portion  of  its  investment — if  it  were  even  possible  for  the  city  to  make  the  investment  in  the 
first  place.  Since  city  funds  are  not  available,  it  will  not  possible  to  address  these  conditions 
with  the  Umited  and  weak  mechairisms  that  will  remjiin  if  the  amendment  passes.  Thus,  the 
proposed  amendment  would  sentence  the  city  to  another  five — and  more — decades  of 
decline,  disinvestment  and  population  loss  as  people  and  businesses  again  leave  the  city 
because  they  carmot  tolerate  negative  conditions  that  the  city  is  powerless  to  change.  The  city 


needs  to  rebuild  the  market  for  city  real  estate  and  rebuild  its  tax  base  in  the  process — the 
proposed  amendment  would  make  it  impossible  for  the  city  to  do  this. 

Even  more  important,  the  amendment  will  make  it  impossible  for  the  city  to  address  the 
redevelopment  of  blighted  areas  in  a  manner  that  returns  these  areas  to  productive  uses  that 
generate  tax  revenues  for  the  city  and  the  State  of  Missouri.  The  redevelopment  of  blighted 
areas  necessarily  involves  the  participation  of  the  private  sector,  which  the  amendment  would 
prohibit  for  a  twenty-year  period.  While  few  cities  enjoy  the  prospect  of  utiUzing  this  power 
as  a  re-development  tool,  it  is  nevertheless  a  tool  that  is  effective  both  in  its  actual  use  and  its 
possible  to  motivate  all  of  the  players  involved  in  re-development  to  make  the  decisions 
necessary  to  rescue  neighborhoods  and  commercial  areas  one  at  a  time.  It  is  critical  that  the 
city  retain  the  ability  to  address  blighted  areas  and  to  partner  with  private  enterprise  for  the 
redevelopment  of  these  blighted  areas — the  city  carmot  address  the  distress  that  currently 
exists  in  the  city  using  public  funds  alone. 

Because  of  the  limited  time  allowed  to  review  this  issue  and  its  far-reaching  impacts, 
sufficient  time  to  analyze  the  fiscal  impact  has  not  been  provided.  However,  over  a  ten  year 
period  staff  estimates  an  impact  of  approximately  $7,500,000. 

PUBLIC  WORKS  IMPROVEMENTS 

Changes  to  the  constitution  regarding  public  purpose,  property  retention,  and  deadlines  for 
use,  would  have  dramatic  and  far-reaching  impacts  on  any  government  undertaking  typical 
public  projects  in  a  typical  year. 

In  St.  Joseph,  city  government  seeks  to  be  as  efficient  and  prudent  with  public  funds  as 
possible.  An  effective  tool  to  hedge  against  future  costs  for  projects  that  do  not  have 
complete  funding  available  is  to  pursue  corridor  preservation  projects.  Examples  of  this 
would  be  to  acquire  property  necessary  to  build  a  new  road  in  the  future  of  easements  for  a 
new  sewer,  flood  control,  or  utility  project.  Taxpayers  reaUze  a  benefit  from  purchasing 
property  today  at  current  valuations  and  also  head-off  future  costs  by  purchasing  property 
before  it  develops.  Already  developed  property  costs  more  and  has  more  negatives  attached 
to  it  (possible  purchase  and  demolition  of  homes  and  businesses)  that  could  easily  be  avoided 
if  the  government  owned  necessary  property  before  development. 

It  is  not  uncommon  for  corridor  preservation  projects  to  precede  actual  utilization  by  10-20 
years.  However,  if  section  28.2  were  enacted,  all  property  would  return  after  five  years.  This 
would  effectively  eliminate  the  abiUty  of  government  to  reduce  the  future  costs  of  future 
public  improvements.  It  will  make  easily  avoided  conflicts  more  expensive  and  more 
difficult,  with  property  owners  and  taxpayers  suffering  needlessly.  In  St.  Joseph,  this 
provision  assumes  the  following: 

•         2%  per  year  cost  escalation  for  Usted  projects  of  $10,000,000  =  $200,000/year  x  10 
years  =  $2,000,000 

Section  26.1  proposes  to  make  debatable  the  public  purpose  of  project's  public  use.  In  fact,  it 
opens  the  door  for  the  approach  taken  to  address  the  public  use  being  decided  via  a  jury  trial. 
The  potential  impact  to  a  project  involves  an  adversarial  position  being  taken  for  a  completed 


project  design,  and  an  alternative  decision  being  made  by  a  jury.  This  would  require  the  unit 
of  government  to  re-design  the  project  according  to  the  direction  of  the  jury,  and  regardless 
of  the  technical  merit  and  cost-effectiveness  of  that  decision.  Aside  from  the  financial  impact 
of  the  delays  involved,  re-design  would  expose  government  to  re-paying  for  the  same  design, 
typically  10%  of  the  project  budget.  In  St.  Joseph,  the  impact  would  be  as  follows: 

•  $150,000,000  CSO  Program  x  10%  =  $15,000,000  in  additional  design  fees  over  20 
years 

•  $50,000,000  Road  Projects  x  10%  =  $5,000,000  in  additional  design  fees  over  10 
years 

Section  26  also  makes  significant  changes  to  the  requirements  of  appraisals.  On  federal 
projects,  and  per  state  law  now,  appraisals  are  required  to  be  made  by  licensed  professionals. 
The  intent  is  that  for  appraisals  to  consistently  follow  prescribed  methodology,  be  objective, 
consistent,  and  defensible.  The  change  to  allow  appraisals  to  conform  with  "methods  typical 
to  the  ordinary  course  of  business"  essentially  throws  this  professional  approach  out.  If  this 
change  were  made,  a  multitude  of  methods  may  be  accepted,  throwing  valuation  into  a  much 
higher  level  that  is  made  without  basis  in  fact.  St.  Joseph  typically  has  experienced 
differences  between  trained  individuals  and  the  lay  community  at  50%  or  more.  Over  the 
next  twenty  years,  the  following  would  be  expected: 

•  $9,000,000  -  value  of  CSO  property/easement  acquisition  x  50%  escalation  = 
$4,500,000  extra  that  taxpayers  would  have  to  needlessly  pay  for  a  public  project. 

•  $5,000,000  -  value  of  Road  Projects  property/easement  acquisition  x  50%  escalation 
=  $2,500,000  extra  that  taxpayers  would  have  to  needlessly  pay  for  a  public  project 

Section  28.4  has  the  potential  for  a  massive  abuse.  It  is  not  at  all  unusual  for  property  owners 
to  declare  that  they  will  not  be  able  to  utilize  a  property  if  not  £ill  of  it  is  purchased,  stating 
that  the  balance  of  the  property  not  required  would  be  an  uneconomic  remnant.  Many 
governments,  to  avoid  the  creation  or  claim  of  such  a  condition,  purchase  the  entire  parcel, 
construct  their  improvement,  and  the  re-sell  the  balance  of  the  property  that  was  not  needed 
in  the  first  place. 

Under  the  provisions  of  28.4,  a  property  owner  has  the  potential  to  realize  a  profit  twice  on  a 
property.  The  first,  being  the  sale  of  property  the  government  didn't  originally  need  but 
acquired  at  the  insistence  of  a  property  owner.  The  second,  from  a  sole-source  arrangement 
wherein  he  can  re-purchase  at  the  lower  rate  after  improvements  have  been  made  to  the 
property  (when  it  would  be  worth  more  via  the  virtue  of  having  a  new  road,  new  utilities, 
grading/clearing,  etc.  that  was  necessary  for  the  project.)  Taxpayers  are  hurt  initially  having 
to  buy  more  property  than  needed,  but  can't  realize  the  benefit  of  that  investment  by  being 
required  to  sell  a  property  back  at  the  pre-developed  rate.  This  type  of  issue  is  claimed  on 
approximately  10%  of  all  property  acquisition  activities  as  follows: 

•  $14,000,000  (value  of  all  property  activities)  x  10%  =  $1,400,000 

o        $1,400,000  X  50%  (value  of  properties  purchased  at  insistence  of  owners)  =  $700,000 
o        $700,000  X  25%  (enhanced  value  typical  of  "unusable"  property  after  a  project)  = 
$175,000 


o        Total  lost  $875,000 


One  of  the  basic  reasons  that  local  government  exists  is  to  provide  public  services  and 
construct  and  maintain  pubUc  infrastructure.  The  proposed  changes  to  the  constitution  would 
fundamentally  alter  these  basic  tenets  of  government,  destroying  the  ability  of  government  to 
plan  for  the  future  and  to  construct  projects.  In  the  time  given  to  comment,  St.  Joseph  was 
not  able  to  compute  the  far-reaching  and  more  significant  impacts  to  a  community  that  can't 
grow,  can't  improve  itself,  and  can't  provide  the  basic  elements  that  its  citizens,  prospective 
businesses,  and  prospective  citizens  expect  and  require.  The  lost  employment  and  resident 
opportunities  are  significant. 

Total  unpacts  for  St.  Joseph  would  be:  $37,375,000.00 

Officials  from  the  City  of  Wentzville  indicated  no  fiscal  impact  money  wise  same  as  do 
now. 

Officials  from  Linn  State  Teclinical  College  indicated  these  changes  should  not  have  an 
estimated  cost  or  savings  to  their  college. 

Officials  from  Metropolitan  Community  College  indicated  this  would  have  no  direct 
fiscal  impact  on  their  college. 

Officials  from  University  of  Missouri  indicated  this  petition  applies  to  local  government 
and  does  not  appear  to  apply  to  the  university. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Public  Safety,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  Rockwood  R-VI  School  District,  and  St.  Louis 
Community  College. 

Fiscal  Note  Summary 

The  total  cost  or  savings  to  state  or  local  governmental  entities  is  unknown.  Most  state 
governmental  entities  estimate  the  proposal  results  in  no  fiscal  impact;  however,  some 
state  entities  reported  potential  unknown  fiscal  impact  or  costs.  The  estimated  costs,  if 
any,  to  local  governmental  entities  could  be  significant. 
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Subject 

Initiative  petition  from  Ron  Calzone  regarding  a  proposed  constitutional  amendment  to 
Article  VI,  Section  21.  (Received  November  9,  2012) 

Date 

November  28,  2012 
Description 

This  proposal  would  amend  Article  VI,  Section  21  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  the  State 
Tax  Commission,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper 
County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape 
Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kansas  City,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City 
of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  Metropolitan  Community  College,  University  of  Missouri, 
and  St.  Louis  Community  College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  the 
implementation  of  this  proposal  creates  no  fiscal  impact.  However,  they  assume  that 
because  this  proposal  has  the  potential  to  be  the  subject  of  state  litigation,  potential  costs 
are  unknown. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  fiscal 
impact  for  their  department,  but  the  amount  is  unknown. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  they  anticipate  that  the 
proposal  contained  in  this  initiative  petition  would  have  no  direct,  foreseeable  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  it  does  not  appear  that 
their  department  or  any  of  the  department's  constituent  programs  would  be  included  as  a 
"political  subdivision"  under  this  proposed  language.  Therefore,  their  department  would 
not  anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  this  will  have  no  impact  for 
their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  since  this  provision  applies 
to  private  property  owners,  enactment  of  this  amendment  poses  no  fiscal  impact  to  their 
department. 


Officials  from  the  Governor's  Office  indicated  there  should  be  no  added  costs  to  their 
office  if  this  amendment  is  approved  by  the  voters. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  will  be  no  fiscal 
impact  to  their  agency. 

Officials  from  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to  their 
department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  Department  of  Transportation  indicated  this  proposal  would  delete 
current  constitutional  authority  for  cities  and  counties  to  condemn  private  property  to 
remedy  "blighted"  areas.  Because  Missouri  Highway  Transportation  Commission's 
(MHTC's)  condemnations  are  for  state  highway  system  purposes  and  are  not  intended  to 
relieve  blight,  this  IP  would  not  impact  MHTC's  condemnation  cases. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  to  their  office.  There  should  be  no  impact  on  general  or  total  state  revenues. 

Officials  from  the  Missouri  Senate  indicated  this  legislation  appears  to  have  no  fiscal 
impact  as  it  relates  to  their  agency. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  impact  on 
the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically  been 
an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  fiscal  year  2011,  at  the  August  and  November  elections,  there  were  6  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $1.02  million  to  publish  (an 
average  of  $170,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  there  will  be  no  impact  to  their 
office. 


Officials  from  the  State  Tax  Commission  indicated  this  initiative  petition  would  have  no 
impact  to  their  agency. 

Officials  from  the  City  of  Columbia  indicated  the  amendment  to  Article  VI,  Section  21 
could  be  construed  as  prohibiting  cities  from  establishing  administrative  procedures  for 
abating  nuisances.  If  cities  are  required  to  go  to  court  to  abate  nuisances  and  can  only 
abate  a  nuisance  "within  a  reasonable  time  after  final  judgment,"  nuisance  enforcement 
would  be  seriously  limited.  Weed  abatement,  for  example,  would  be  futile  because  a 
court  case  would  take  longer  than  a  growing  season  to  resolve.  Thus,  there  is  an 
opportunity  cost  if  the  city  cannot  quickly  and  effectively  abate  nuisances  on  behalf  of 
the  public. 

Officials  from  the  City  of  Jefferson  indicated  because  this  petition  would  appear  to 
require  litigation  of  every  nuisance  claim,  instead  of  currently  available  administrative 
proceedings,  the  cost  to  the  city,  should  this  ordinance  become  law,  would  be  an 
estimated  two  hundred  thousand  dollars  ($200,000)  per  year  based  upon  40  nuisance  per 
year  at  $5,000  litigation  cost  per  nuisance. 

Officials  from  the  City  of  Kansas  City  indicated  it  is  difficult  to  measure  the  cost  that 
this  initiative  would  have  on  the  city.  The  city  protects  the  citizens'  property  values  by 
prohibiting  public  nuisances  that  are  in  a  broader  category  than  public  nuisances  as 
defined  by  common  law.  It  is  not  clear  if  costs  for  abatement  include  administrative  and 

legal  costs  which  the  city  is  currently  able  to  recover.  By  limiting  their  recovery  to  lien 
enforcement,  the  city's  collection  efforts  are  severely  curtailed  as  demolition  costs  for 
dangerous  buildings  are  a  personal  debt  against  the  owner. 

This  initiative  would  decrease  the  citizens'  property  values,  thereby  decreasing  our  tax 
revenues,  and  dramatically  decrease  their  collection  revenue  for  nuisance  abatement 
recovery.  The  annual  cost  to  the  city  is  in  the  millions. 

Officials  from  the  City  of  Raymore  indicated  the  city  does  not  anticipate  any  fiscal 
impact. 

Officials  from  the  City  of  St.  Joseph  indicated  their  response  to  14-004  and  14-005  is  the 
same  as  their  response  to  14-002  and  14-003: 

The  City  of  St.  Joseph  indicated  the  initiative  petition  would  result  in  significant  increases  in 
cost  and  significant  amounts  of  lost  revenue  to  the  city.  In  addition,  the  following  related 
information  was  provided  by  the  city.  The  initiative  petition  proposes  changes  to  Article  I, 
Sections  26,  27,  and  28  that  would  prohibit  the  use  of  eminent  domain  for  redevelopment  by 
providing  that:  (a)  only  public  entities  can  acquire  property  using  eminent  domain;  (b)  no 
private  ownership  or  other  private  rights  shall  be  considered  a  pubUc  use;  (c)  the  future  use 
must  be  declared  at  the  time  of  acquisition  and  cannot  be  changed;  and  (d)  the  public  entity 
that  acquired  the  property  via  eminent  domain  cannot  transfer  such  property  to  private 
ownership  any  sooner  than  twenty  (20)  years  following  the  acquisition  unless  the  original 
owner  has  been  offered  the  right  to  buy  back  the  property  at  the  original  price  or  unless  the 


private  owner  is  providing  products  or  services  incidental  to  the  function  of  a  publicly  owned 
facility. 

The  changes  to  Article  VT,  Section  21,  effectively  strips  out  the  abiUty  of  local  governments 
to  use  eminent  domain  for  redevelopment  that  involves  private  entities.  These  proposed 
changes  will  result  in  both  extreme  costs  and  extreme  loss  of  revenue  to  the  City.  The  city 
uses  eminent  domain  sparingly.  But  it  is  a  very  important  tool  that  is  vital  in  their  efforts  to 
overcome  hundreds  of  acres  of  blight  caused  by  five  decades  of  suburban  flight. 

Much  Uke  St.  Louis,  St.  Joseph  boasted  a  population  of  100,000  in  1900,  which  has  fallen  to 
76,000  since.  As  a  result  of  this  population  loss,  there  are  now  hundreds  of  vacant  lots  and 
structures  in  the  City  of  St.  Joseph. 

Redeveloping  this  decay  would  be  easy  if  all  of  the  properties  adjacent  to  each  other,  but  old- 
style  building  lots  (many  times  40'  x  100'  wide)  will  not  accommodate  modem  development. 
To  re-develop,  multiple  lots  need  to  be  combined  in  a  practical  density  to  attract  both 
developers  and  builders  to  invest  and  for  potential  residents  to  purchase  and  live  in.  But 
lacking  concentrations  of  contiguous  lots,  re-development  is  difficult  to  achieve.  The  vast 
majority  of  our  privately  owned  vacant  buildings  and  lots  are  not  maintained  by  their  private 
owners.  Many  of  these  structures  suffer  from  the  blight  in  the  larger  neighborhood  and  block 
reasonable  re-development.  Blight,  and  its  effects  on  neighboring  properties,  property  taxes, 
and  public  service  delivery  spread  ever  wider  if  not  addressed. 

Eminent  domain  is  needed  to  eradicate  the  vacant,  abandoned,  dangerous  and  problem 
properties  that  were  left  behind  25%  of  St.  Joseph's  population  left. 

Private  participation  in  the  redevelopment  process  is  necessary  because  the  city  does  not  have 
the  resources  to  acquire  the  thousands  of  problem  properties  in  the  city,  eliminate  the 
problematic  conditions,  and  hold  the  property  for  twenty  (20)  years.  These  properties  were 
never  used  for  governmental  purposes  and  were  not  intended  for  goverrmiental  use.  The  city 
does  not  wish  to — and  cannot  afford  to — use  pubUc  funds  and  eminent  domain  to  purchase 
these  properties,  use  public  funds  to  redevelop  them — and  then  own  them  and  operate  them 
for  what  are  essentially  private  business  and  residential  purposes  for  a  twenty-year  period.  As 
provided  in  the  proposed  amendment,  the  city  will  not  even  be  able  to  enlist  the  assistance  of 
private  enterprise  in  the  operation  of  the  properties  or  to  realize  any  income  from  the  property 
to  offset  the  expense  of  acquiring  and  redeveloping  it  for  the  twenty-year  period,  because  the 
proposed  amendment  prohibits  the  property  from  being  "sold,  leased,  transferred,  or 
otherwise  made  available  for  use  by  a  private  party  within  20  years  of  such  taking... unless 
the  private  owner  is  providing  products  or  services  incidental  to  the  function  of  a  publicly 
owned  faciUty."  Private  redevelopment  and  ownership  will  allow  the  city  to  rebuild  its  tax 
base;  pubhc  ownership  for  a  twenty-year  period,  on  the  other  hand,  will  cost  the  city  millions 
upon  milUons  of  dollars  and  result  a  veritable  wasteland  for  two  decades  since  it  will  not  be 
possible  for  the  city  to  use  the  property  in  any  manner  that  allows  the  city  to  recoup  even  a 
portion  of  its  investment — if  it  were  even  possible  for  the  city  to  make  the  investment  in  the 
first  place.  Since  city  funds  are  not  available,  it  will  not  possible  to  address  these  conditions 
with  the  Umited  and  weak  mechairisms  that  will  remjiin  if  the  amendment  passes.  Thus,  the 
proposed  amendment  would  sentence  the  city  to  another  five — and  more — decades  of 
decline,  disinvestment  and  population  loss  as  people  and  businesses  again  leave  the  city 
because  they  carmot  tolerate  negative  conditions  that  the  city  is  powerless  to  change.  The  city 


needs  to  rebuild  the  market  for  city  real  estate  and  rebuild  its  tax  base  in  the  process — the 
proposed  amendment  would  make  it  impossible  for  the  city  to  do  this. 

Even  more  important,  the  amendment  will  make  it  impossible  for  the  city  to  address  the 
redevelopment  of  blighted  areas  in  a  manner  that  returns  these  areas  to  productive  uses  that 
generate  tax  revenues  for  the  city  and  the  State  of  Missouri.  The  redevelopment  of  blighted 
areas  necessarily  involves  the  participation  of  the  private  sector,  which  the  amendment  would 
prohibit  for  a  twenty-year  period.  While  few  cities  enjoy  the  prospect  of  utiUzing  this  power 
as  a  re-development  tool,  it  is  nevertheless  a  tool  that  is  effective  both  in  its  actual  use  and  its 
possible  to  motivate  all  of  the  players  involved  in  re-development  to  make  the  decisions 
necessary  to  rescue  neighborhoods  and  commercial  areas  one  at  a  time.  It  is  critical  that  the 
city  retain  the  ability  to  address  blighted  areas  and  to  partner  with  private  enterprise  for  the 
redevelopment  of  these  blighted  areas — the  city  carmot  address  the  distress  that  currently 
exists  in  the  city  using  public  funds  alone. 

Because  of  the  limited  time  allowed  to  review  this  issue  and  its  far-reaching  impacts, 
sufficient  time  to  analyze  the  fiscal  impact  has  not  been  provided.  However,  over  a  ten  year 
period  staff  estimates  an  impact  of  approximately  $7,500,000. 

PUBLIC  WORKS  IMPROVEMENTS 

Changes  to  the  constitution  regarding  public  purpose,  property  retention,  and  deadlines  for 
use,  would  have  dramatic  and  far-reaching  impacts  on  any  government  undertaking  typical 
public  projects  in  a  typical  year. 

In  St.  Joseph,  city  government  seeks  to  be  as  efficient  and  prudent  with  public  funds  as 
possible.  An  effective  tool  to  hedge  against  future  costs  for  projects  that  do  not  have 
complete  funding  available  is  to  pursue  corridor  preservation  projects.  Examples  of  this 
would  be  to  acquire  property  necessary  to  build  a  new  road  in  the  future  of  easements  for  a 
new  sewer,  flood  control,  or  utility  project.  Taxpayers  reaUze  a  benefit  from  purchasing 
property  today  at  current  valuations  and  also  head-off  future  costs  by  purchasing  property 
before  it  develops.  Already  developed  property  costs  more  and  has  more  negatives  attached 
to  it  (possible  purchase  and  demolition  of  homes  and  businesses)  that  could  easily  be  avoided 
if  the  government  owned  necessary  property  before  development. 

It  is  not  uncommon  for  corridor  preservation  projects  to  precede  actual  utilization  by  10-20 
years.  However,  if  section  28.2  were  enacted,  all  property  would  return  after  five  years.  This 
would  effectively  eliminate  the  abiUty  of  government  to  reduce  the  future  costs  of  future 
public  improvements.  It  will  make  easily  avoided  conflicts  more  expensive  and  more 
difficult,  with  property  owners  and  taxpayers  suffering  needlessly.  In  St.  Joseph,  this 
provision  assumes  the  following: 

•         2%  per  year  cost  escalation  for  Usted  projects  of  $10,000,000  =  $200,000/year  x  10 
years  =  $2,000,000 

Section  26.1  proposes  to  make  debatable  the  public  purpose  of  project's  public  use.  In  fact,  it 
opens  the  door  for  the  approach  taken  to  address  the  public  use  being  decided  via  a  jury  trial. 
The  potential  impact  to  a  project  involves  an  adversarial  position  being  taken  for  a  completed 


project  design,  and  an  alternative  decision  being  made  by  a  jury.  This  would  require  the  unit 
of  government  to  re-design  the  project  according  to  the  direction  of  the  jury,  and  regardless 
of  the  technical  merit  and  cost-effectiveness  of  that  decision.  Aside  from  the  financial  impact 
of  the  delays  involved,  re-design  would  expose  government  to  re-paying  for  the  same  design, 
typically  10%  of  the  project  budget.  In  St.  Joseph,  the  impact  would  be  as  follows: 

•  $150,000,000  CSO  Program  x  10%  =  $15,000,000  in  additional  design  fees  over  20 
years 

•  $50,000,000  Road  Projects  x  10%  =  $5,000,000  in  additional  design  fees  over  10 
years 

Section  26  also  makes  significant  changes  to  the  requirements  of  appraisals.  On  federal 
projects,  and  per  state  law  now,  appraisals  are  required  to  be  made  by  licensed  professionals. 
The  intent  is  that  for  appraisals  to  consistently  follow  prescribed  methodology,  be  objective, 
consistent,  and  defensible.  The  change  to  allow  appraisals  to  conform  with  "methods  typical 
to  the  ordinary  course  of  business"  essentially  throws  this  professional  approach  out.  If  this 
change  were  made,  a  multitude  of  methods  may  be  accepted,  throwing  valuation  into  a  much 
higher  level  that  is  made  without  basis  in  fact.  St.  Joseph  typically  has  experienced 
differences  between  trained  individuals  and  the  lay  community  at  50%  or  more.  Over  the 
next  twenty  years,  the  following  would  be  expected: 

•  $9,000,000  -  value  of  CSO  property/easement  acquisition  x  50%  escalation  = 
$4,500,000  extra  that  taxpayers  would  have  to  needlessly  pay  for  a  public  project. 

•  $5,000,000  -  value  of  Road  Projects  property/easement  acquisition  x  50%  escalation 
=  $2,500,000  extra  that  taxpayers  would  have  to  needlessly  pay  for  a  public  project 

Section  28.4  has  the  potential  for  a  massive  abuse.  It  is  not  at  all  unusual  for  property  owners 
to  declare  that  they  will  not  be  able  to  utilize  a  property  if  not  £ill  of  it  is  purchased,  stating 
that  the  balance  of  the  property  not  required  would  be  an  uneconomic  remnant.  Many 
governments,  to  avoid  the  creation  or  claim  of  such  a  condition,  purchase  the  entire  parcel, 
construct  their  improvement,  and  the  re-sell  the  balance  of  the  property  that  was  not  needed 
in  the  first  place. 

Under  the  provisions  of  28.4,  a  property  owner  has  the  potential  to  realize  a  profit  twice  on  a 
property.  The  first,  being  the  sale  of  property  the  government  didn't  originally  need  but 
acquired  at  the  insistence  of  a  property  owner.  The  second,  from  a  sole-source  arrangement 
wherein  he  can  re-purchase  at  the  lower  rate  after  improvements  have  been  made  to  the 
property  (when  it  would  be  worth  more  via  the  virtue  of  having  a  new  road,  new  utilities, 
grading/clearing,  etc.  that  was  necessary  for  the  project.)  Taxpayers  are  hurt  initially  having 
to  buy  more  property  than  needed,  but  can't  realize  the  benefit  of  that  investment  by  being 
required  to  sell  a  property  back  at  the  pre-developed  rate.  This  type  of  issue  is  claimed  on 
approximately  10%  of  all  property  acquisition  activities  as  follows: 

•  $14,000,000  (value  of  all  property  activities)  x  10%  =  $1,400,000 

o        $1,400,000  X  50%  (value  of  properties  purchased  at  insistence  of  owners)  =  $700,000 
o        $700,000  X  25%  (enhanced  value  typical  of  "unusable"  property  after  a  project)  = 
$175,000 


o        Total  lost  $875,000 


One  of  the  basic  reasons  that  local  government  exists  is  to  provide  public  services  and 
construct  and  maintain  pubUc  infrastructure.  The  proposed  changes  to  the  constitution  would 
fundamentally  alter  these  basic  tenets  of  government,  destroying  the  ability  of  government  to 
plan  for  the  future  and  to  construct  projects.  In  the  time  given  to  comment,  St.  Joseph  was 
not  able  to  compute  the  far-reaching  and  more  significant  impacts  to  a  community  that  can't 
grow,  can't  improve  itself,  and  can't  provide  the  basic  elements  that  its  citizens,  prospective 
businesses,  and  prospective  citizens  expect  and  require.  The  lost  employment  and  resident 
opportunities  are  significant. 

Total  unpacts  for  St.  Joseph  would  be:  $37,375,000.00 

Officials  from  the  City  of  Wentzville  indicated  no  fiscal  impact  as  any  costs  would  be 
recovered  through  the  lien  process. 

Officials  from  Linn  State  Technical  College  indicated  these  changes  should  not  have  an 
estimated  cost  or  savings  to  their  college. 

Officials  from  Metropolitan  Community  College  indicated  this  would  have  no  direct 
fiscal  impact  on  their  college. 

Officials  from  University  of  Missouri  indicated  this  petition  applies  to  local  government 
and  does  not  appear  to  apply  to  the  university. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Public  Safety,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  Rockwood  R-VI  School  District,  and  St.  Louis 
Community  College. 

Fiscal  Note  Summary 

The  total  cost  or  savings  to  state  or  local  governmental  entities  is  unknown.  Most  state 
governmental  entities  estimate  the  proposal  results  in  no  fiscal  impact;  however,  some 
state  entities  reported  potential  unknown  fiscal  impact  or  costs.  The  estimated  costs,  if 
any,  to  local  governmental  entities  could  be  significant. 
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Subject 

Initiative  petition  from  Aaron  Malin  regarding  a  proposed  amendment  to  Chapter  213  of 
the  Revised  Statutes  of  Missouri.  (Received  November  19,  2012) 

Date 

December  7,  2012 
Description 

This  proposal  would  amend  Chapter  213  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St,  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 


Assumptions 


Officials  fi-om  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  fi-om  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 
They  may  seek  additional  appropriations  if  there  is  a  significant  increase  in  the  number  of 
complaints  filed  with  the  Missouri  Commission  on  Human  Rights  after  the  adoption  of 
the  proposal. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  it  is  anticipated  by  the 
department  that  the  proposal  contained  in  this  initiative  petition  would  have  no  direct, 
foreseeable  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  then- 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obhgations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  "unknown"  per  each  year  for 
their  department. 

They  indicated  this  proposed  initiative  petition  alters  the  definition  of  "discrimination"  as 
it  is  used  in  Chapter  213  by  expanding  it  to  include  unfair  treatment  on  the  basis  of  sexual 
orientation  and  gender  identity,  with  a  qualification  that  the  expansion  shall  not  place  a 
burden  on  an  individual's  religious  beliefs.  By  adding  these  two  protected  classes,  their 
department  may  receive  Missouri  Commission  on  Human  Rights'  complaints  alleging 
sexual  orientation/gender  identity  discrimination,  which,  if  determined  to  be  founded  by 
the  Commission,  could  result  in  civil  penalties  and  subsequent  litigation  costs  for  their 
department.  As  costs  cannot  be  estimated,  the  fiscal  impact  is  unknown  per  each  fiscal 
year. 


Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated: 

This  petition  proposes  to  prohibit  discrimination  based  upon  a  person's  sexual  orientation 
in  housing,  employment  and  places  of  public  accommodations.  It  is  not  possible  to 
predict  the  number  of  additional  cases  this  change  would  add  to  the  Missouri 
Commission  on  Human  Rights'  (MCHR's)  caseload.  However,  MCHR  estimates  based 
on  statistics  from  eight  (8)  agencies  in  states  that  cover  sexual  orientation  in  their  civil 
rights  laws,  that  sexual  orientation  cases  filed  would  comprise  approximately  4.0%  of 
MCHR's  caseload. 

From  fiscal  year  2002  to  fiscal  year  2012,  MCHR  had  20.5  full  time  equivalent  positions 
cut  from  its  budget  and  the  workload  has  not  decreased.  Therefore,  the  ability  of  the 
MCHR  to  carry  out  any  additional  responsibilities  is  problematic.  The  MCHR  received 
1,854  complaints  in  fiscal  year  2012.  If  this  caseload  increased  by  4.0%  due  to  adding 
sexual  orientation  as  a  protected  category,  it  would  add  75  additional  complaints 
annually.  The  department  estimates  at  minimum  MCHR  would  need  2  additional  PTEs 
to  absorb  the  added  workload,  one  human  relations  officer  and  one  office  support 
assistant.  The  salary  plus  fringe  benefits  would  be  $89,716  in  fiscal  year  2014,  $106,359 
in  fiscal  year  2015  and  $107,447  in  fiscal  year  2016. 

Officials  from  the  Department  of  Revenue  indicated  the  department  has  not  defined  a 
specific  fiscal  impact  related  to  this  initiative  petition. 

The  department  has  the  following  comments  on  the  initiative  petition: 

The  change  to  Section  213.010(5)  expands  the  provision  of  the  Missouri  Human  Rights 
Act  to  include  sexual  orientation  and  gender  identity  as  protected  classes  under  the 
Act.  Pursuant  to  Executive  Order  10-24,  sexual  orientation  has  been  considered  a 
protected  class  for  executive  agencies  since  July  9,  2010.  However,  by  including  this 
language  in  the  MHRA,  these  protected  classes  now  have  the  right  to  pursue  civil 
htigation  if  the  individual  believes  he  or  she  has  been  discriminated  against  based  on  his 
or  her  sexual  orientation  or  gender  identity.  If  a  claim  is  filed  against  the  department,  it 
will  require  time  and  expense  to  defend  these  claims. 

The  term  "gender  identity"  is  not  defined  by  the  petition.  This  phrase  is  vague  in  many 
respects  and  should  be  more  specifically  defined  as  what  constitutes  a  "gender  identity." 

Officials  from  the  Department  of  Public  Safety  indicated  they  assume  that  any  costs 
associated  with  this  proposal,  if  approved  by  the  voters,  can  be  absorbed  with  existing 
resources. 

Officials  from  the  Department  of  Social  Services  indicated: 

Executive  Order  10-24  already  includes  sexual  orientation  as  a  protected  category 
regarding  discrimination  in  employment  for  state  agencies. 


According  to  the  EEOC,  any  employer  who  discriminates  against  an  employee  or 
applicant  on  the  basis  of  the  person's  gender  identity  is  violating  the  prohibition  on  sex 
discrimination  contained  in  Title  Vn  of  the  Civil  Rights  Act  of  1964. 

The  department  abides  by  all  state  and  federal  laws  including  Executive  Order  10-24 
relating  to  employment  practices  and  already  has  a  poUcy  in  place  in  regards  to 
employment  discrimination.  No  impact  is  anticipated  from  a  human  resource  perspective. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  added  costs  to  their 
office  if  this  amendment  is  approved  by  the  voters. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  is  no  fiscal  impact 
to  their  agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  appears  to  have  no 
fiscal  impact  as  it  relates  to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically  been 
an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  fiscal  year  201 1,  at  the  August  and  November  elections,  there  were  6  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $1.02  million  to  publish  (an 
average  of  $170,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements. 

Officials  from  the  State  Treasurer's  office  indicated  there  is  no  fiscal  impact  to  their 
office. 


Officials  from  the  City  of  Columbia  indicated  their  staff  suggests  this  would  actually 
save  resources  for  local  government  as  the  State  Commission  on  Human  Rights  would 
have  the  ability  to  investigate  these  complaints.  At  this  time  they  fully  investigate 
complaints  of  discrimination  based  on  sexual  orientation  and  gender  identity  as  these  are 
not  protected  categories  at  the  state  level.  It  costs  an  average  $600  to  investigate  a  case. 

Officials  from  the  City  of  Jefferson  indicated  they  do  not  anticipate  any  fiscal  impact 
should  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  has  no  fiscal  impact  on 
the  city. 

Officials  from  the  City  of  St.  Josepli  indicated  there  is  no  fiscal  impact  one  way  or  the 
other  with  this  petition. 

Officials  from  the  City  of  Wentzville  indicated  no  fiscal  impact  to  the  city. 

Officials  from  Cape  Girardeau  63  School  District  indicated  there  would  be  no  cost  or 
savings  to  their  district. 

Officials  from  Linn  State  Technical  College  indicated  these  changes  should  not  have  an 
estimated  cost  or  savings  to  their  college. 

Officials  from  Metropolitan  Community  College  indicated  this  petition  would  have  no 
direct  fiscal  impact  on  their  college. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Transportation,  the  Office  of  the  State  Public 
Defender,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St,  Charles  County,  St,  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico, 
the  City  of  Raymore,  the  City  of  St,  Louis,  the  City  of  Springfield,  the  City  of  Union, 
the  City  of  West  Plains,  Hannibal  60  School  District,  Rockwood  R-VI  School 
District,  University  of  Missouri,  and  St,  Louis  Community  College. 

Fiscal  Note  Summary 


No  or  limited  estimated  costs  or  savings  are  expected  by  local  governmental  entities.  Estimated 
annual  costs  to  state  governmental  entities  would  be  at  least  $89,000  with  the  total  potential 
annual  costs  being  unknown. 
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Subject 

Initiative  petition  from  Lara  Granich  regarding  a  proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  December  10,  2012) 

Date 

December  31,  2012 
Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St,  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Lara  Granich  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 


Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State  Auditor's 
office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  they  are  deferring  to  the  Office 
of  Administration  -  Division  of  Budget  and  Planning  for  the  fiscal  impact  on  the 
minimum  wage  provisions  of  this  petition.  There  is  no  fiscal  impact  to  their  department 
from  the  other  portions  of  the  petition. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  legislation. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
they  defer  to  the  Office  of  Administration  -  Division  of  Budget  and  Planning. 

Officials  from  the  Department  of  Higher  Education  indicated  they  assume  that  in 
addition  to  direct  personnel  costs  estimated  by  the  Office  of  Administration  for  this 
request  for  state  employees,  the  proposal  would  have  an  unknown  negative  fiscal  impact 
on  their  department  as  its  provisions  would  most  Ukely  result  in  an  unknown  cost 
increase  for  products  and  services  purchased  by  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Admirrisfration  -  Division  of  Budget 
and  Planning  for  response  to  this  petition  regarding  their  employee  cost  as  it  relates  to 
raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  then- 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Adminisfration  -  Division  of  Budget  and  Planning. 

Officials  from  the  Department  of  Natural  Resources  indicated  that  per  instructions 
from  the  Office  of  Administration,  they  defer  to  them  for  statewide  response  to  this 
initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  they  have  no  impact  for  this 
initiative  petition. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 


Officials  from  the  Department  of  Revenue  indicated  employees  of  their  department  that 
would  potentially  be  affected  by  this  initiative  petition  would  be  our  temporary  Tax 
Season  Employees. 

An  increase  in  minimum  wage  to  $8.40  would  be  a  $.90  increase  for  all  employees  that 
receive  the  current  minimum  wage.  A  $.90  increase  would  result  in  an  increase  on  their 
departments'  personal  services  budget  (Taxation's  temporary  tax  season)  by 
approximately  $37,200  per  year. 

Officials  from  the  Department  of  Social  Services  provided  the  following  division 
comments: 

Officials  from  the  Division  of  Youth  Services  (DYS)  indicated  a  total  estimated  net  effect 
on  all  funds  for  fiscal  year  2015  of  (unknown  >  $21,800/$43,600)  and  for  fiscal  year 
2016  of  (unknown  >  $43,600/$87,200). 

They  provided  the  following  comments: 

This  petition  would  impact  the  Division  of  Youth  Services  in  several  ways.  The  division 
has  a  work  experience  program  which  youth  are  employed  at  minimum  wage  in  various 
work  activities.  This  legislation  would  decrease  the  number  of  youth  who  could 
participate  in  the  program  and/or  the  number  of  hours  worked  per  youth. 

The  division  has  32  residential  facilities  and  8  day  treatment  facilities.  These  faciUties 
purchase  a  variety  of  goods  and  services.  An  increase  in  minimum  wage  would  lead  to 
an  increased  cost  of  goods  and  services.  According  to  Econ  Papers.  RePEc.  06, 
November,  2012.  http://econpapers.repec.org/paper/agsuersab/33598.htm,  a  bulletin  from 
the  United  States  Department  of  Agriculture,  Economic  Research  Service,  states  for 
every  $.50  increase  in  minimum  wage,  food  prices  would  increase  less  than  one  percent 
from  food  stores  and  one  percent  at  eating  and  drinking  establishments  if  the  total 
increase  is  passed  on  to  consumers. 

This  could  lead  to  an  impact  of  approximately  $43,600  yearly  to  the  division  if  the 
minimum  wage  were  set  at  $8.40,  $8.45,  or  $8.50  (approximately  a  $1.00  increase  over 
the  existing  rate  of  $7.35,  effective  1/1/13).  The  fiscal  impact  would  be  approximately 
doubled  ($87,200)  if  the  minunum  wage  were  to  be  set  at  $9.25  ($9.25  -  $7.35  =  $1.90 
increase). 

The  division  assimies  there  will  be  increased  prices  of  other  goods  and  services,  however, 
is  unable  to  calculate  the  increase. 

Officials  from  the  Division  of  Youth  Services  spent  $2,179,988  for  food  related  items  in 
fiscal  year  12.  If  the  minimum  wage  increase  lead  to  a  1%  increase  in  cost  per  $.50 
increase  in  minimum  wage,  the  annual  impact  would  be  $43,600  at  the  $8.40,  $8.45,  and 
$8.50  levels  and  $87,200  at  the  $9.25  level. 


It  is  assumed  other  product  and  service  cost  would  increase;  however,  the  amount  is 
unknown,  therefore  the  Division  estimates  an  impact  of  unknown  but  greater  than 
$43,600  for  IP  14-014,  IP  14-015,  and  IP  14-016  and  $87,200  for  IP  14-017. 

If  any  of  these  initiative  petitions  were  to  pass,  the  new  minimum  wage  rate  would  be 
effective  January  1,  2015.  Therefore,  in  FY  15  only  half  the  estimated  annual  impact 
($21,800  or  $43,600)  is  shown  on  the  accompanying  spreadsheet. 

DYS  food  expenses  are  paid  from  three  funds:  8%  from  General  Revenue;  58%  from 
0610  (federal  funds)  and  34%  from  0620  (DSS  educational  improvement  fund). 

The  Children's  Division  (CD)  indicated  a  total  estimated  net  effect  on  all  funds  for  fiscal 
year  2015  of  unknown  and  for  fiscal  year  2016  of  unknown. 

They  provided  the  following  comments: 

Section  209.502  may  impact  the  Children's  Division  in  two  ways:  Eligibility  for  the  child 
care  program,  and  costs  charged  by  vendors  who  employ  people  paid  minimum  wage. 

This  section  would  increase  the  amount  of  gross  income  received  by  some  participants  of 
the  Children's  Division  child  care  program.  The  CD  is  unable  to  determine  how  many 
participants  may  be  affected  by  raising  the  state  minimum  wage  to  $8.40  per  hour. 
However,  since  the  child  care  program  is  income  based,  this  may  result  in  some 
participants  who  receive  the  higher  state  minimum  wage  to  now  exceed  the  income 
limits,  which  would  result  in  loss  of  child  care  program  benefits.  Some  participants  who 
receive  the  higher  state  minimum  wage  may  continue  to  be  eligible  for  benefits,  but  at  a 
reduced  level. 

Vendors  may  also  be  impacted.  While  some  vendors  with  whom  the  Children's  Division 
contracts  may  employ  individuals  who  are  paid  minimum  wage,  CD  would  not 
automatically  increase  rates  paid  to  those  contractors  as  a  result  of  this  legislation.  It 
could  be  expected;  however,  that  at  the  times  such  contracts  were  re-bid,  vendors  would 
increase  their  pricing  to  cover  such  an  increase. 

The  Children's  Division  does  not  expect  to  be  immediately  fiscally  impacted  by  the 
changes  proposed  in  this  initiative  petition. 

Officials  from  the  Family  Support  Division  (FSD)  indicated  a  total  estimated  net  effect 
on  all  funds  for  fiscal  year  2015  of  unknown  and  for  fiscal  year  2016  of  unknown. 

They  provided  the  following  comments: 

Section  209.502  would  increase  the  amount  of  gross  income  received  by  some 
participants  of  the  Family  Support  Division's  programs.  The  FSD  is  unable  to  determine 
how  many  participants  may  be  affected  by  raising  the  state  minimum  wage  to  $8.40  per 
hour.  However,  since  these  programs  are  income  based,  this  may  result  in  some 


participants  who  receive  the  higher  state  minimum  wage  to  now  exceed  the  income 
hmits,  which  would  result  in  loss  of  program  benefits.  Some  participants  who  receive  the 
higher  state  minimum  wage  may  continue  to  be  eligible  for  program  benefits,  but  at  a 
reduced  level.  These  programs  include,  but  are  not  Umited  to: 

•  Food  Stamp  benefits; 

•  Temporary  Assistance; 

•  MO  HealthNet  coverage;  and 

•  Low-Income  Home  Energy  Assistance. 

Officials  from  the  Information  Technology  Services  Division  indicated  a  total  estimated 
net  effect  on  all  funds  for  fiscal  year  2015  of  $0  and  for  fiscal  year  2016  of  $0. 

They  provided  the  following  comments: 

This  Initiative  Petition  would  require  annual  changes  to  the  State  Minimum  Wage 
amounts  for  the  Family  Assistance  Management  Information  System  (FAMIS)  and  the 
Missouri  Work  Assistance  (MWA)  program. 

The  changes  to  the  State  Minimum  Wage  amounts  are  considered  regular  annual 
maintenance  for  these  systems  and  incur  no  additional  costs. 

Officials  from  the  Family  Support  Division  (FSD)  Child  Support  indicated  a  total 
estimated  net  effect  on  all  funds  for  fiscal  year  2015  of  unknown  and  for  fiscal  year  2016 
of  unknown. 

They  provided  the  following  comments: 

Section  209.502  would  increase  the  amount  of  some  parents'  gross  income  used  for  child 
support  guideline  calculations,  resulting  in  a  higher  child  support  obligation  amount  on 
an  unknown  number  of  cases.  Higher  child  support  obligation  amounts  would  likely 
result  in  both  increased  child  support  collections  and  increased  past-due  child  support 
debt  (arrearages).  FSD  is  unable  to  quantify  expected  collection  and  arrearage  increases. 

Officials  from  the  MO  HealthNet  Division  indicated  a  total  estimated  net  effect  on  all 
funds  for  fiscal  year  2015  of  ($21,389,31 1)  and  for  fiscal  year  2016  of  ($44,446,987). 

They  provided  the  following  comments: 

FQHC  (Federally  Qualified  Health  Clinic)  and  RHC  (Rural  Health  Clinic)  are  currently 
reimbursed  based  on  a  percentage  of  billed  charge  with  cost  settlements  at  a  future  date. 
These  cost  settlements  could  include  an  increase  in  approximately  3  to  4  years  after  an 
increase  in  minimum  wage,  however,  the  amount  is  unknown. 

For  Hospitals  MO  HealthNet  bases  reimbursement  for  a  given  year  on  the  fourth  prior 

year  cost  report  trended  forward.  Since  the  first  requirement  is  effective  January  1,  2015, 
the  increased  cost  would  begin  to  be  refiected  in  2015  cost  reports.  MO  HealthNet  would 


use  2015  cost  reports  to  establish  reimbursement  for  state  fiscal  year  2019.  Therefore 
there  would  not  be  a  fiscal  impact  to  the  MO  HealthNet  Division  for  fiscal  years  2014, 
2015,  and  2016,  but  starting  fiscal  year  2019  there  could  be  a  cost,  but  the  amount  is 
unknown. 

For  Nursing  Facilities  no  fiscal  impact  in  2014;  $21,389,311  (GR  $8,121,521)  for  2015 
(computed  by  taking  projected  Medicaid  days  times  prior  allowed  per  diem  increase 
divided  by  6  months  since  goes  into  effect  January  1,  2015)  and  $44,446,987  (GR 
$16,876,521)  for  2016.  3.9%  trend  used  for  2016.  Money  must  be  allocated  by  legislature 
for  rate  increases.  See  long  range  impUcations. 

OA  will  handle  the  fiscal  impact  for  all  state  employee  costs  of  raising  the  state  minimum 
wage. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  added  costs  to  their 
office  if  this  amendment  is  approved  by  the  voters. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  direct  fiscal  impact 
to  their  agency,  but  there  is  unknown  impact  on  their  cost  of  doing  business. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated: 

This  proposed  amendment  raises  the  state's  minimum  wage  to  $8.40  per  hour  or  the 
federal  minimum  wage  rate,  whichever  is  higher,  beginning  January  1,  2015. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

•  Increased  wages  for  certain  employees.  According  to  the  US  BLS,  in  2011,  Missouri  had 
109,000  hourly  employees  earning  wages  at  or  below  the  federal  minimum  wage;' 

•  Increased  consumption  by  those  employees; 

•  Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

•  Lower  business  investment  (if  employers'  payrolls  increase); 

•  Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  According  to 
OA's  Division  of  Personnel,  as  of  December  2012  there  were  1,260  employees  that  would 
be  impacted  by  increasing  the  minimum  wage  to  $8.40  per  hour.  The  estimated  annual 
cost  of  increasing  wages  to  $8.40  per  hour  is  $726,667  ($91,273  GR)  and  $60,148 
($9,751  GR)  in  fringe  benefits. 


^  http://www.bls.gov/cps/minwage201 1tbls.htm#3 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Missouri  Senate  indicated  this  initiative  appears  to  have  no  fiscal 
impact  as  it  relates  to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically  been 
an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  fiscal  year  201 1,  at  the  August  and  November  elections,  there  were  6  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $1.02  million  to  publish  (an 
average  of  $170,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 
Officials  from  St.  Louis  County  indicated 

In  regard  to  Initiative  Petition  14-014,  St.  Louis  County  estimates  that  an  increase  in  the 
minimum  wage  to  $8.40/hour  would  cost  the  County  an  additional  $29,940  per  year.  The 
increase  would  only  affect  seasonal  workers  employed  by  the  St.  Louis  County 
Department  of  Parks  and  Recreation. 

ST.  LOUIS  COUNTY  POSITIONS  EARNING  LESS  THAN  $8.40/HOUR 


Position 


Current 
Pay 
Rate 


Difference  3  Months  per        Additional  Cost        #  of 

w  $8.40  minimum    Season  Employment     per  Employee  Employees 


Additional 
Cost 


Day  camp  counselors 
Ice  rinkguards* 


S7.25 
S7.25 


Si.  15 
Sl.20 


520 
400 


S598.00 
S480.00 


30 
25 


$17,940.00 
$12,000.00 


G  RAND  TOTAL  ADDITIONAL  COSTS 


$29,940.00 


*  Ice  rink  guard  expenses  are  calculated  separately  at  20  hours  per  week  for  five  months 


Officials  from  the  City  of  Columbia  indicated  the  proposal  if  passed  is  expected  to  cost 
the  City  of  Columbia  $95,226/year,  this  amount  does  not  include  fringe  benefits. 

Officials  from  the  City  of  Jefferson  indicated  if  this  petition  would  become  law,  it  would 
cost  the  city  approximately  $104,988  per  year. 

Officials  from  the  City  of  Kirkwood  indicated  for  14-014,  14-015,  14-016,  and  14-017 
their  response  is  the  same.  While  the  dollar  impact  may  change,  the  fiscal  impact  remains 
the  same. 

The  estimate  of  the  impact  of  this  proposed  change  in  the  minimum  wage  is  based  on  the 
premise  that  in  order  to  remain  competitive  the  city  would  increase  across  the  board  the 
hourly  rates  for  all  part  time  and  seasonal  personnel  by  the  difference  between  the  current 
minimum  wage  and  the  new  proposed  wage  level.  Based  on  the  premise  the  costs  would 
be  as  follows: 

25,760  hours  x  $1.10  =  $28,336  plus  social  security  and  Medicare  adds  another  $2,170  = 
roughly  $30,500.  Add  another  $370  for  those  who  qualify  for  pension  benefits  and  the 
total  comes  to  $30,870. 

What  this  number  does  not  take  into  consideration  what  potential  increases  we  might 
have  with  contractual  services  providers  such  as  Midwest  Pool  Management.  If  such 
providers  fmd  it  necessary  to  increase  their  salaries  in  order  to  remain  competitive,  it 
could  increase  our  costs.  Based  just  on  Midwest's  current  situation  that  could  add 
upwards  of  $24,000  to  our  cost.  It  would  take  a  considerable  amount  of  time  to  try  to 
determine  what  the  impact  throughout  our  operation  would  be  in  this  regard. 

It  looks  Uke  the  biggest  impact  on  the  city  will  be  in  the  Recreation  Department. 
Minimum  wage  hires  are  done  mostly  in  Day  Camp,  Tennis,  and  Pool.  There  were 
approximately  28  minimum  wage  hires  this  summer  in  Recreation. 

Other  summer  hires  in  Water,  Parks  &  Streets  usually  hire  above  the  minimum. 

Officials  from  the  City  of  Wentzville  indicated: 

This  would  be  harmful  to  the  City  of  Wentzville,  meaning  at  least  $16,000  in  payroll 
costs  for  the  part  time  employees,  mostly  kids,  that  the  city  hires  to  work  each  summer  in 
Parks,  plus  the  effect  on  those  higher  full  time  employees  so  that  there  is  separation  in 
our  pay  plan. 

Officials  from  Linn  State  Technical  College  indicated  these  changes  could  have  an 
estimated  cost  of  $50,000  to  Linn  State  Technical  College. 

Officials  from  Metropolitan  Community  College  indicated  an  increase  in  the  Missouri 
minimum  wage  to  $8.40/hour  would  cost  the  Metropohtan  Community  College 
approximately  $215,000. 


Officials  from  University  of  Missouri  indicated  they  are  unable  to  determine  the 
financial  impact  of  the  proposed  amendment  to  the  Revised  Statutes  of  Missouri  because 
they  do  not  know  which  version  of  the  petition  would  go  to  the  voters,  but  beheve  this 
proposal  would  have  significant  financial  liability  for  the  University. 

Lara  Granich  provided  the  following  information  as  a  proponent  of  this  initiative  petition. 


December  20,  2012 


Missouri  State  Auditor 
Jefferson  City,  MO 

Re:     Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 
Version  5  (Increase  to  $8.40) 
Version  6  (Increase  to  $8.45) 
Version  7  (Increase  to  $8.50) 
Version  8  (Increase  to  $9.25) 


This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice,  proponents  of  the  above- 
captioned  initiative  petitions.  Pursuant  to  RSMo.  Section  1 1 6. 1 75,  we  write  to  submit  the 
following  fiscal  impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the 
following  four  proposed  Minimum  Wage  Initiative  Petitions: 

•  Version  5,  which  would  increase  Missouri's  minimum  wage  to  $8.40  effective  January 
2015 

•  Version  6,  which  would  increase  Missouri's  minimum  wage  to  $8.45  effective  January 
2015 

•  Version  7,  which  would  increase  Missouri's  minimum  wage  to  $8.50  effective  January 
2015 

•  Version  8,  which  would  increase  Missouri's  minimum  wage  to  $9.25  effective  January 
2015 

Our  analysis  estimates  the  impact  of  the  four  proposed  initiative  petitions  on  state  and  local  sales 
and  personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the 
past  to  estimate  the  impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal 
income  tax,  with  some  refinements.  We  also  address  certain  claims  that  have  been  made  by 
opponents  in  the  past. 

We  have  not  included  in  our  analysis  an  estimate  of  the  impact  on  state  and  local  payroll  costs  of 
the  minimum  wage  increases.  See  Section  IV  -  Additional  Considerations. 


We  estimate  that,  under  the  four  versions  of  the  petition,  state  and  local  income  and  sales  tax 
revenue  will  increase  as  follows: 


Increased  State 

Minimum 

and  Local  Sales 

Version 

Wage 

and  Personal 

Increase  to 

Income  Tax 

Revenue 

5 

$8.40 

$8,841,809 

6 

$8.45 

$9,932,749 

7 

$8.50 

$11,052,292 

8 

$9.25 

$34,556,387 

I.     Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 

To  estimate  the  impact  of  the  proposed  minimum  wage  initiative  petition  on  state  and  local 
government,  the  first  thing  that  we  have  done  is  to  determine  how  many  employees  state-wide 
will  be  affected,  and  how  many  millions  of  dollars  in  total  wage  increases  they  will  receive. 
From  these  total  increased  wage  figures  one  can  then  estimate  the  portion  that  will  be  spent  on 
goods  and  services  on  which  state  sales  tax  is  charged,  generating  increased  sales  tax  revenue. 
And  one  similarly  can  estimate  the  portion  of  the  increased  wages  that  will  be  received  by 
individuals  who  are  subject  to  Missouri's  income  tax,  resuUing  in  increased  income  tax  revenue. 

The  Economic  Policy  Institute  (EPI)  prepared  and  provided  us  with  estimates  of  the  number  of 
workers  affected  and  the  total  resulting  wage  increases  for  Versions  5,  6,  7  and  8.  Our 
calculations  are  based  on  the  EPI  estimates. 

We  should  note,  however,  that  the  above  estimates  of  increased  state  and  local  sales  and  personal 
income  tax  revenue  do  not  include  additional  state  and  local  tax  revenue  that  will  be  generated  by 
tipped  workers  who  will  receive  raises,  many  of  whom  are  not  captured  in  our  wage  increase 
analysis  because  their  earnings  are  above  the  proposed  value  of  the  minimum  wage  and  the  likely 
range  of  related  spillover  effects,  and  who  will  receive  a  greater  increase  under  the  proposed 
measures  than  other  employees.  Additional  state  and  local  tax  revenue  is  likely  greater  than  we 
estimate  once  these  tipped  workers  are  factored  in. 
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Below  are  the  EPI  estimates: 


Effects  of  Missouri  Minimum  Wage  Inaeases 

Proposed 

Minimum 
Wage 
Level 
1/1/2015 

Size  of 
Increase 

Total 

Estimated 

Workers' 

Directly 
Affected' 

Indirectly 
Affected^ 

Total 
Affected 

Total 
Affeaed 
as%af 
Worlters 

Total  Wage 
Increase' 

GDP  Impact^ 

Jobs  Impact  - 
Full-time 
Employment 
(job  years)' 

$8.40* 

So. 80 

2,585,000 

169,000  141,000 

310,000 

12.0% 

$  135,290,000 
$  151,983,000 

$  85,639,000 

 ^*5„ 

5845 

S0.85 

2,585,000 

174,000  142,000 

316,000 

12.2% 

$  96,205,000 

840 

S8.50 

$0.90 

2,585,000 

175,000  151,000 

326,000 

12.6% 

$  169,113,000 

$  107,049,000 

930 

S9.25 

$1.65 

2,585,000 

314,000  275,000 

589,000 

22.8% 

$  528,754,000 

$  334,701,000 

2,900 

Notes:  'All  scenarios  model  an  increasein  January  2015  above  the  legislated  indexed  increases  for  2014  and  2015.  TheCBO 
projects  inflation,  as  measured  by  tiie  Consumer  Price  Index  (CP!),  to  be  1.4%  in  2013  and  1.8%  in  2014.  Ttiis  would  cause  the 
MO  state  minimum  wage  to  go  from  S7.35  to  $7.45  in  2014,  and  from  S7.45  to  $7.60  in  2015.  Thus,  these  four  scenarios  model 
[Increases  above  a  minimum  wage  of  $7.60  per  hour.    


T 


Assumed  annual  population  growth:  0.686%  (MO  projected  average  annual  rate  from  2010  to  2015,  according  to  MO  Office  of 
Administration  http://oa.mo.gov/bp/projections/data.htm)   

Assumed  annual  wage  growth:  2.3%  (MO  annual  average  of  the  bottom  20%  of  wage  earners 
from  2002-2006  according  to  CPS  ORG) 


'•Total  estimated  worlters  is  estimated  from  the  2011  CPS  respondents  for  whom  either  a  valid  hourly  wage  is  reported  or  one  can 
be  imputed  from  weeltly  earnings  and  average  weekly  hours.  Consequently,  this  estintate  tends  to  understate  the  size  of  the  full 
.workforce. 

::zirz:xi:::xz::xzz,Jzzi:L_:_zizzz..:. 


Directly  Affected  workers  wil 
their  current  hourly  |iay. 


see  their  wages  rise  as  the  new  minimum  wage  rate  will  exceed 


Indirectly  affected  workers  have  a  wage  rate  just  above  the  new  minimum  wage  (between  the  new  minimum  wage  and  the  new 

minimum  wage  plus  the  dollar  amount  of  the  increase  in  the  previous  year's  minimum  wage).  They  will  receive  a  raise  as 


employer  pay  scales  are  adjusted 

upward  to  reflect  the  new  mlnlmuiD  wage. 

Total  annual  amountof  Increased  wages  for  directly  and  Indirectly  affected  workars. 

  1  1  1  .1  

!  .J   

GDP  and  job  stimulus  figures  utilize  a  national  model  to  estimate  the  GDP  Impact  of  workers'  increased  earnings.  Thus  the  total 
state  stimulus  may  be  lower  than  this  amount  because  workers  in  each  state  will  not  necessarily  spend  all  of  their  increased 
earnings  in-state.  However,  we  can  assume  that  most  of  the  increased  earnings  will  be  spent  in-state,  and  thus  most  of  the  jobs 
created  will  be  In-state.  Jobs  numbers  assume  full-time  employment  requires  $115,000  in  additional  GDP. 


Increased  economic  activity  from  these  additional  wages  adds  not  Just  Jobs  but  also  hours  for  people  who  already  have 
jobs  (work  hours  for  people  with  jobs  also  dropped  in  the  downturn).  Full-time  employment  takes  that  into  account,  by 
essentially  taking  the  number  of  total  hours  added  (including  both  hours  from  new  jobs  and  more  hours  for  people  who  already 
, have  jobs)  and  dividing  by  40,  to  get  full-time-equivalent  jobs  added. 

I        I  !  i  -  1   L   — L   i  IZ 


Job  impact  estimation  methods  can  be  found  in:  Hall,  Doug  and  Cooper,  David.  2012.  How  raising  the  federal  minimum  wage 
would  help  working  families  and  give  the  economy  a  boost.  Washington,  D.C.:  Economic  Policy  Institute. 

http://www.epi  .org/publication/ib341-raising-federai-minimum-wage/  and  Bivens.  Josh  L  2011.  Method  memo  on  estimating  the 
jobs  impact  of  various  policy  changes.  Washington,  O.C:  Economic  Policy  Institute,  http://www.epl.org/publication/methodology' 
lestlmatlng;jobs-impact/    _    _  _  _     


ISource:  EPI  Analysis  of  20tl  Current  Population  Surwy.  Outgol  ng  Rotation  Group 
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II.       Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases 
on  employment.  Opponents  often  claim  that  minimum  wage  increases  may  reduce  employinent 
in  a  state.  If  that  is  true,  then  those  employment  reductions  would  result  in  reductions  in  state 
income  and  sales  tax  revenue.  However,  review  of  the  most  credible  recent  empirical  research  on 
the  minimum  wage  shows  that  moderate  increases  in  the  minimum  wage  -  such  as  those  under 
consideration  here  -  have  had  no  discernible  impact  on  employment.  We  thus  conclude  that  it  is 
not  appropriate  to  project  that  the  proposed  initiative  petitions  would  result  in  any  detectable 
employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or  increases  in 
unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage. 
A  recent  meta-study  -  a  formal  statistical  study  of  studies  -  by  Doucouliagos  and  Stanley  (2009) 
reviewed  all  the  research  conducted  over  the  last  three  decades  on  the  employment  impact  of 
minimum-wage  increases  on  teenagers  in  the  United  States.  The  researchers  concluded  that  the 
minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low-wage 
workers.  Their  study  followed  a  rigorous,  peer-reviewed  procedure  and  has  the  advantage  of 
using  a  set  of  predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings 
across  studies  with  different  results. 

(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in 
Minimum-Wage  Research?  A  Meta-Regression  Analysis."  British  Journal  of  Industrial  Relations, 
vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently 
negligible  employment  impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to 
total  wage  costs,  minimum-wage  increases  are  small.  Second,  employers  and  workers  appear  to 
respond  to  minimum-wage  increases  in  many  ways  that  reduce  the  direct  cost  to  employers  and 
substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a  higher  minimum  wage  is  a  reduction  in 
turnover.  At  higher  wages,  employers  fill  vacancies  faster  and  retain  employees  longer,  boosting 
total  employment  and  average  productivity  per  worker  while  reducing  direct  and  indirect  training 
costs.  Dube,  Lester,  and  Reich  (201 2),  for  example,  examined  the  effect  of  the  minimum  wage  on 
labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially 
following  a  minimum  wage  increase..."  (p.  2)  Their  findings,  using  nationally  representative  data, 
are  consistent  with  local  case  studies  of  the  minimum  wage  and  related  "living  wage"  laws, 
including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco  city-wide  minimum 
wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 
homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San 
Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage 
Shocks,  Employment  Flows  and  Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research 
on  Labor  and  Employment.  Iittp:/  escholarship.oru/uc  ilem,  76n927ks;  Dube,  Arindrajit,  Suresh 
Naidu,  and  Michael  Reich.  2007.  "The  Economic  Effects  of  a  Citywide  Minimum  Wage." 
Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David.  2005.  "The 
Impact  of  Living  Wages  on  Employers:  A  Control  Group  Analysis  of  the  Los  Angeles 
Ordinance."  Industrial  Relations,  vol.  44,  no.  I,  pp.  84-105;  Howes,  Candace.  2005.  "Living 
Wages  and  the  Retention  of  Home  Care  Workers  in  San  Francisco."  Industrial  Relations,  vol.  44, 
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no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005.  "Living  Wage  Policies  at 
the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
l,pp.  106-138.) 

Employers  also  appear  to  respond  to  moderate  increases  in  the  minimum  wage  by  taking 
measures  to  boost  productivity.  Hirsch,  Kauftnan,  and  Zelenska's  (201 1)  study  of  the  impact  of 
the  federal  minimum-wage  increase  on  81  fast-food  restaurants  in  Georgia  and  Alabama,  for 
example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in  response  to 
the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to 
the  minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a  better 
attendance  and  on-time  record,  faster  and  more  proficient  performance  of  job  duties,  taking  on 
additional  tasks,  and  faster  termination  of  poor  performers."  (p.  27)  Roughly  the  same  share  of 
managers  said  that  they  sought  to  "boost  morale"  by  presenting  the  minimum-wage  increase  as  a 
"challenge  to  the  store"  and  using  this  as  a  way  "to  energize  employees  to  improve  productivity." 
(pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a 
minimum-wage  increase  may  function  as  a  "catalyst  or  shock  that  forces  managers  to  step  out  of 
the  daily  routine  and  think  about  where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T., 
Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage  Channels  of  Adjustment."  IZA 
Discussion  Paper  No.  61 32.  Germany:  Institute  for  the  Study  of  Labor. 
http://wvvw2.HSu.edu/~ecobth/lZA  HKZ  MinWageCoA  dp6132.Ddn 

A  higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions 
by  employers  to  increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the 
competitive-market  rate  may  elicit  greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and 
Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the  cost  to  workers  of  losing  their  job, 
potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of  being  fired. 
George  Akerlof  ( 1 982),  arguing  fi-om  a  more  sociological  point  of  view,  has  suggested  that 
workers  may  see  higher  wages  as  a  gift  from  employers,  leading  workers  to  reciprocate  by 
working  harder.  (Sources:  Shapiro,  Carl  and  Joseph  E.  Stiglitz.  1984.  "Equilibrium 
unemployment  as  a  worker  discipline  device."  American  Economic  Review,  vol.  74,  no.  3,  pp. 
433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal 
of  Economics,  vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  moderate  increase  in  the  Missouri  minimum  wage 
would  have  no  discernible  impact  on  the  employment  levels  of  low-wage  workers. 
Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any  resulting  decrease  in  sales  tax 
or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  -  both 
because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment 
insurance  costs  are  paid  for  by  employer  premiums,  and  so  are  ultimately  not  a  cost  to  the  state. 


III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the 
Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum 
wage  increases  would  be  unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of 
the  projected  wage  increases  on  state  and  local  sales  and  personal  income  tax  revenue  in 
Missouri.  We  project  both  the  direct  impact  of  the  four  minimum  wage  increase  scenarios  on 
such  tax  revenue,  and  the  additional  impact  through  a  GDP  multiplier  effect. 
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Component  1 :     Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to 
Increased  Wages 


Personal  Income  Tax  Revenue.  In  order  to  determine  the  projected  increase  in  personal  income 
tax  revenues  that  would  result  directly  from  the  increased  wages,  we  had  to  develop  assumptions 
about  the  effective  income  tax  rates  of  the  affected  workers.  We  made  the  following  assumptions 
with  respect  to  the  effective  tax  rate: 

1 .  That  25%  of  affected  workers  can  be  claimed  as  a  dependent  on  another  party's  Missouri 
income  tax  return  and  as  a  result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase 
in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one 
deduction  of  $2,100,  and  would  be  entitled  to  a  standard  deduction  of  $5,800.  This 
would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax. 

In  light  of  these  assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version 
can  be  calculated  as  follows:  (total  wage  increase  *  25%  *  6.0%)  +  (total  wage  increase  *  50%  * 
2.47%)  +  (total  wage  increase  *25%  *  0%). 

Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a  4.225%  state  sales  tax  on  those  items  that 
are  not  exempt  from  the  sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As 
a  result,  the  average  Missouri  net  sales  tax  rate  is  7.175%.  We  have  conservatively  estimated  that 
just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods  that  are  subject  to  state 
and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of 
the  petition,  we  estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased 
wages  would  be  as  follows: 


Component  1 :  Increases  in  Sales  and  Personal  Income  Tax  Rewnue  from  increased  Wages 

Version 

IVfinimum 
Wage 
Increase 
to 

Total  Wage 
Increase 

State  Sales 
Tax 

(4.225%) 

LxKal  Sales 
Tax 

(2.95% ) 

Total  Sales 
Tax  Re\enue 
Increase 

Personal 
income  Tax 
Revenue 
increase 

Total  Sales  and 
Personal 
income  Tax 
Revenue 
Increase 

5 

$8.40 

$135,290,000 

$1,429,001 

$997,764 

$2,426,764 

$3,700,182 

$6,126,946 

6 

$8.45 

$151,983,000 

$1,605,320 

$1,120,875 

$2,726,195 

$4,156,735 

$6,882,930 

7 

S8.50 

$169,11.3,0a) 

$1,786,256 

$1,247,208 

$3,033,464 

$4,625,241 

$7,658,705 

8 

$9.25 

$528,754,000 

$5,584,964 

$3,899,561 

$9,484,525 

$14,461,422 

$23,945,947 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the 

average  local  sales  tax  rate  in  Missouri  is  even  higher  at  3.53%.  See 

hllp://'taxfoundation.org/article/state-and-local-sales-taxes-midvear-2012 

If  one  uses  this  higher  rate,  total  revenue  increases  additionally  by  hundreds  of  thousand  dollars. 
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Component  2:  Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to 
Multiplier  Effect 

The  above  calculations  estimated  the  income  and  sales  tax  revenue  likely  to  be  generated  by  the 
direct  wage  increases  resulting  from  each  version  of  the  proposed  minimum  wage  increases.  In 
addition  to  those  direct  wage  increases,  economists  recognize  that  when  a  public  policy  change 
results  in  increased  consumer  spending,  that  spending  has  a  multiplier  effect  that  generates  more 
economic  activity,  increasing  the  Gross  Domestic  Product  (GDP).  Such  increases  in  GDP  are 
generally  understood  to  result  in  combination  of  new  jobs  or  expanded  hours  for  workers  (as 
businesses  bring  on  more  staff  to  meet  the  increased  consumer  demand),  and  increased  business 
income  (as  a  portion  of  the  increased  spending  is  retained  as  company  and  owner  profits). 

EPI  has  developed  a  formula  for  estimating  these  GDP  multiplier  effects  resulting  minimimi 
wage  increases.  See  Hall,  Doug  and  Cooper,  David.  2012.  How  raising  the  federal  minimum 
wage  would  help  working  families  and  give  the  economy  a  boost.  Washington,  D.C.:  Economic 
Policy  Institute.  http:'7w\vw.epi.ora'Publication/ib34l-raising-federal-minimum-wage/ ;  and 
Bivens,  Josh  L.  201 1.  Methods  memo  on  estimating  the  jobs  impact  of  various  policy  changes. 
Washington,  D.C.:  Economic  Policy  Institute.  hitp://www.epi.org''publication/methodoloev- 
estimating-jobs-impact/. 

Using  this  methodology,  EPI  has  estimated  the  GDP  increase  that  would  result  from  each  of  the 
four  versions  of  the  minimum  wage  petition.  See  Table  1  above.  We  estimate  that  70%  of  the 
increased  GDP  would  be  allocated  to  increased  worker  wages  (through  new  hiring  and  expanded 
hours).  That  in  turn  results  in  new  state  sales  tax  and  personal  income  tax  revenue,  following  the 
same  formula  that  we  used  above  in  Component  I. 


Based  upon  these  assumptions  we  estimate  the  following  impacts  from  the  multiplier  effect  on 
personal  income  tax,  and  state  and  local  sales  tax  revenues: 


Component  2:  Increases  in  Sales  and  Income  Tax  Revenue  Trom  Multiplier  Effect 

Version 

Minimum 
Wage 
Increase 
to 

GDP 
Increase 

Portion 
Allocated  to 
Wages 
(70%) 

State 
Sales  Tax 
(4.225%) 
on  25%  of 
Wages 

Local 
Sales  Tax 
(2.95%) 
on  25%  of 
Wages 

Personal 

Income 

Tax 

Revenue 
Increase 

Total  Tax 

Revenue 

Increase 

5 

S8.40 

$85,6.39,000 

$59,947,300 

$633,193 

$442,111 

$1,6.39,5.59 

$2,714,863 

6 

$8.45 

$96,205,000 

$67,343,500 

$711,316 

$496,658 

$1,841,845 

$3,049,819 

7 

$8.50 

$107,049,000 

$74,934,300 

$791,494 

$552,640 

$2,049,453 

$3,393,587 

8 

$9.25 

$334,701,000 

$234,290,700 

$2,474,6% 

$1,727,894 

$6,407,851 

$10,610,440 

Some  increased  GDP  would  result  in  increased  corporate  incomes.  We  have  not  calculated 
corporate  income  tax  revenues  because  only  a  small  percentage  of  Missouri  firms  report  taxable 
income  of  greater  than  $25,000.  See 

http://eparc.missouri.edu/Publication/llistTax/Section04/moct01.pdf 
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IV.  Additional  Considerations 


A  difficult  task  is  estimating  the  increased  state  and  local  government  wage  and  benefit  costs  that 
would  result  from  this  petition.  An  accepted  methodology  is  to  contact  the  state  and  local 
governmental  bodies  directly  and  have  them  report  their  actual  projected  wage  costs.  This  would 
be  the  cost  of  raising  the  wages  of  any  minimum  wage  state  or  local  employees  up  from  the  rate 
that  will  be  in  effect  under  current  law  as  of  January  2015,  which  is  currently  projected  to  be 
$7.60. 

However,  it  is  also  possible  to  generate  estimates  of  increased  state  and  local  government  wage 
costs  using  government  data.  But  because  of  the  very  small  number  of  Missouri  state  and  local 
government  workers  actually  surveyed  in  the  government  data  sets,  such  estimates  may  not 
accurately  capture  -  and,  in  fact,  may  substantially  overstate  -  the  likely  impact  on  state  and  local 
workforce  costs  of  the  proposed  petitions.  We  suggest  that  your  office  carefully  scrutinize  any 
such  estimates  that  may  be  submitted  and  qualify  them  with  appropriate  language. 

With  regard  to  the  possibility  of  lost  corporate  income  tax  revenue,  as  noted,  only  a  very  small 
percentage  of  Missouri  firms  report  taxable  income  of  greater  than  $25,000.  This  suggests  that 
any  claims  by  opponents  of  substantial  revenue  losses  are  overstated. 

*  *  * 

We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the 
petitions. 

Respectfully  submitted, 


Lara  Granich 

Missouri  Jobs  with  Justice 
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Edward  D.  Greim  provided  information  as  an  opponent  of  this  initiative  petition. 

He  said  he  is  submitting  this  fiscal  impact  statement  as  an  opponent  of  Initiative 
Petitions  2014-14  through  -17.  These  initiatives  would  have  a  substantial  negative  fiscal 
impact  on  state  and  local  governments.  In  March  2012,  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage 
increases,  prepared  a  detailed  study  regarding  the  impact  of  a  minimum  wage  increase  to 
$8.25  per  hour.  That  study  is  attached  here  as  Exhibit  A.  Dr.  Macpherson  concluded  that 
state  and  local  entities  would  pay  out  $16  million  in  increased  wages.  Dr.  Macpherson 
estimated  that  the  net  state  and  local  fiscal  impact  would  range  from  a  loss  of  over  $22 
milUon  to  a  loss  of  $13  milUon.  Based  on  Dr.  Macpherson's  methodology,  which  was  not 
seriously  questioned  even  by  his  opposing  expert  in  litigation  earlier  this  year,  the  even 
higher  increases  proposed  by  Petitions  2014-14  through  -17  would  have  even  higher 
negative  fiscal  impacts. 

Proponents  of  the  petition  may  again  rely  on  data  from  political  activist  groups  who  claim 
that  increases  in  the  minimum  wage,  no  matter  how  great,  simply  create  new  taxable 
income.  But  as  even  the  proponents'  expert  admitted  in  his  testimony  earlier  this  year, 
those  groups  approach  the  issue  with  a  political  bias.  See  Exhibit  B.  Further,  that  sort  of 
analysis  only  examines  one  side  of  the  equation — workers'  collection  of  increased 
wages — without  considering  the  other  side  of  the  equation — ^that  Missouri  businesses 
have  to  pay  those  wages,  lowering  their  taxable  income  and,  at  times,  causing  them  to 
forego  hiring  or  to  cut  employment.  In  any  analysis  of  secondary  employment  and  tax 
revenue  effects,  the  Auditor  should  refrain  from  reviewing  only  half  of  the  wage- 
employment  equation. 

Additionally,  as  the  Auditor  recognized  at  trial  last  year,  the  most  important  and  most 
direct  effect  of  a  minimum  wage  increase  is  the  amount  of  increased  wages  that  will 
actually  be  paid  by  state  and  local  entities.  At  the  same  time,  the  Auditor  is  now  aware  that 
only  a  very  few  of  the  hundreds  of  state  and  local  agencies  and  entities  who  actually 
employ  minimum  wage  workers  will  provide  fiscal  impact  estimates.  A  more 
direct — and  far  more  accurate — method  of  calculating  the  direct  fiscal  impact  of  a 
wage  increase  is  to  use  the  actual  number  of  minimum  wage  workers  who  work  for 
state  and  local  government  as  calculated  by  the  U.S.  Census  Bureau's  CPS.  The 
Auditor  should  augment  the  purely  anecdotal  "fiscal  note"  responses  of  state  and 
local  entities  with  this  more  accurate,  robust,  and  fair  estimate. 


He  provided  the  following  information. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Camahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  un&ir.  I  was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A  more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  uicome  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,9 1 9,327; 

(6)  during  the  first  year:  state  and  local  gov^nments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
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range  fiom  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 

The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  11.  Section  III  describes  the  data  and  records  I  relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  Impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A  sunmiary  and  my  conclusions  are  provided  in 
Section  VI. 

n.  Qualifications 

I  am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I  was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I  have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I  have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I  am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a  peer-reviewed  journal.  I  have  also  served  as  a  reviewer  or  'referee' 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I  am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I  have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I  have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I  routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analj^cal  work.  I  have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I  have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintlCfs  and  defendants. 

Details  of  my  qualifications  are  reflected  m  my  current  resume  and  le^  cases, 
attached  as  Appendix  A  to  the  report, 
m.     Data  and  Records 

I  reviewed  the  following  materials  in  preparing  this  report. 

•  PlaintifiFs  Complaint 

•  Material  cited  in  footnotes  below. 

IV.     Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  fi*om  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  tiiat  the  state  minimum  wage  be  automatically  mcreased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimimi  wage.  Initiative  petition 
2012-085  does  not  have  such  a  linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  wll  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
mo^ase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


'  Information  about  the  minimum  wage  in  Missouri  is  available  at 
http://www.labor.mo.gov/DLS/minimumwage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration' s  (OA)  Division  of 
Personnel  reported  that  as  of  September  20 11  there  were  834  state  workers  who  would  be 
aSected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  "approximate  aimual  cost" 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  ¥sir  ^ployees.  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor's  siarvey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,182. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
ina:ease  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  fix)m  the  U.S.  Census  Bureau's  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I  calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I  defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I  also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costt  —  ($8.25  —  current  wage{)  *  weekly  hourSi  *  52.^ 
The  average  annual  wage  cost  increase  was  $870. 1  summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 

minimum  wage  increase  wdll  be  1.0765  times  $14,866,430  or  $16,003,712. 


^  I  assume  that  persons  repordng  an  hourly  wage  rate  between  $7.00  and  $7J24  are  actually  eaming  $7.25 
per  hour. 
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C  UnemplovmetTt  Benefit  Impact 

The  higher  mimmum  wage  will  cause  fiims  to  reduce  their  level  of  employment^ 
As  a  result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  unportant 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  ^  a  result  of  the  minimmn  wage  increase. 

To  calculate  the  cost  to  the  unemplojonent  benefits  program,  I  first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I  calculated  a  probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  201 1  ORG  CPS: 

Probability  Job  Loss ;  =  t$8.25-  current  wage^  ^  elasticity i. 

*  Current  Wagei 

I  used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a  high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I  assumed  an  elasticity  of 
zero.^  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of 5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.36^  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.*  TTius,  each  eligible  unemployed  worker  could  receive  a  total  of  $2,187.20  in 

'  For  a  survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

*  Joseph  J.  Sabia  and  Richard  V.  Buridiauser,  "Minimum  Wages  and  Poverty:  Will  a  $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?"  Southern  Economic  Journal  (January  2010):  592-623. 
^  http://www.labor.mo.gov/DES/Claims/calculator.asp 

*  See  http://vmw.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a  job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don't  apply  for  benefits  even  though  they  are  eligible.  I  assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
byWenggr(2001).'^ 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  jdelds  a  figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  infiation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  imemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tax  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


^  JefFery  Wenger.  "Divided  We  Fall:  Deserving  Workers  Slip  dirough  America's  Patchwork 
Unemployment  Insurance  System."  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amomit  of  unemployment  benefits  generated  by  a  minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I  again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I  defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.*  I  vised  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

ATax  RevenuBi  =  (Taxjifteri  -  Tax_Beforei)  ~  Prob Job_LosSi  *  Tax_Beforei, 
y/bere  Tax_Afteri  is  the  income  tax  paid  by  worker  i  after  the  minimum  wage  increase. 
Tax_Beforei  is  the  income  tax  paid  by  worker  i  after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.'  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person's  tax  return.  As  a  result,  it  was  assumed  that  the  affected 
workers'  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.^''  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Hius,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a  rate  of  6%. 

*  I  again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker's  wage  rate  times  usual  weekly 
hours  worked  times  52. 

'  The  same  assumptions  are  tised  in  the  State  Auditor's  fiscal  notes  for  the  initiatives. 

'°  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  imder  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a  dependent  on  another  person's  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  uicome  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1^965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.^^  Thus,  the  net  increase  in  individual  Income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  hi^er  labor  costs  of  a  higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1  ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,1 10  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.'^  Alternatively,  if  half  of  the  hi^er  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


"  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 
The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/biisiness/corporate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  Impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  vfsis  calculated  xsiag  the  2010-201 1  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tdx  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of7.67%  or  $2,919,327.*^ 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spendmg  by  business  owners. 

VI.     Summary  and  Conclusions 

I  was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A  more  inclusive  estimate 
mdicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

"  The  same  general  approach  is  used  in  the  State  Auditor's  fiscal  notes  for  the  initiatives. 
"  The  average  rate  comes  from  fattp://taxfoundation.org/news/show/27023.html 
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unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

during  the  first  year:  state  and  local  governments  will  incur  increased  costs 

of  $20,401,222;  the  change  in  state  and  local  govermnent  revenue  will 

range  from   -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 

government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 
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Tables  derived  fix)m  the  Data  Book  are  included  in  U.S.  Department  of  Commerce, 

Statistical  Abstract  of  the  United  States  2011,  130th  Edition  (Washington:  GPO,  201 1), 
Tables  663,  665;  Statistical  Abstract  of  the  United  States  2010,  129th  Edition 
(Washington:  GPO,  2010),  Tables  648, 650;  Statistical  Abstract  of  the  United  States 
2009,  128th  Edition  (Washington:  GPO,  2009),  Tables  642, 644;  Statistical  Abstract  of 
the  United  States  2008,  127th  Edition  (Washington:  GPO,  2008),  Tables  642, 644; 
Statistical  Abstract  of  the  United  States  2007, 126th  Edition  (Washington:  GPO,  2006), 
Tables  645,  647;  Statistical  Abstract  of  the  United  States  2006,  125th  Edition 
(Washington:  GPO,  2005),  Tables  647, 649;  Statistical  Abstract  2004-2005,  Tables  638, 
640;  Statistical  Abstract  2003,  Tables  656,  658;  Statistical  Abstract  2002,  Tables  628, 
630;  Statistical  Abstract  2001,  Tables  637,  639;  Statistical  Abstract  2000,  Tables  712, 
714;  Statistical  Abstract  1999,  Tables  718,  720;  Statistical  Abstract  1998,  Tables  712, 
714;  Statistical  Abstract  1997,  Tables  688, 690;  Statistical  Abstract  1996,  Tables  681, 
683;  Statistical  Abstract  1995,  Tables  695, 697;  and  in  U.S.  Department  of  Commerce, 
State  and  Metropolitan  Area  Data  Book.  1997-98,  5th  Edition  (Washulgton:  GPO,  1998), 
Table  A-22. 

Contemporary  Labor  Economics,  9*  edition,  McGraw-Hill:  New  York,  NY,  2010,  with 
Campbell  McConnell  and  Stanley  Brue.  Co-author  on  5*  6*,  7*  and  8*  editions  as 
well. 

Pensions  and  Productivity,  W.E.  Upjohn  Institute  for  Employment  Research:  Kalamazoo, 
MI,  1998,  with  Christopher  ComweU  and  Stuart  Dorsey. 
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Journal  Publications  (Economics) 

"Computing  Lost  Profits  in  Business  Interruption  Litigation:  A  General  Model,"  Journal 
of  Business  Valuation  and  Economic  Loss  Analysis,  forthcoming,  with  Stanley 
Ste|dienson  and  Gauri  Prakash-Canjels. 

"Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  Southern 
Economic  Journal,  forthcoming,  April  2012,  with  William  Even. 

"Growth  of  Participant  Direction  in  Defmed  Contribution  Plans,"  April  2010,  pp.  190- 
208,  Industrial  Relations,  with  William  Even. 

"Managing  Risk  Caused  by  Pension  Investments  in  Company  Stock,"  National  Tax 
Journal,  September  2009,  pp.  439-453,  with  William  Even. 

"Pension  Investments  in  Employe  Stock,"  Journal  of  Pension  Economics  and  Finance, 
March  2008,  pp.  67-93,  with  William  Even. 

"Defined  Contribution  Plans  and  the  Distribution  of  Pension  Wealth,"  Industrial 
Relations,  July  2007,  pp.  551-581,  with  William  Even. 

"Lost  Profits  Damages  to  New  Businesses:  Adjusting  for  Survival,"  Journal  of  Business 
Valuation  and  Economic  Loss  Analysis,  October  2006,  pp.  1-12,  with  Stanley 
Stephenson. 

"Determinants  and  Effects  of  Employer  Matching  Contributions  in  4010c)  Plans," 
Industrial  Relations,  July  2005,  pp.  525-549,  with  William  Even. 

"When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?"  Southern  Economic 
Journal,  July  2004,  pp.  182-200,  with  William  Even. 

"Company  Stock  in  Pension  Funds,"  National  Tax  Journal,  June  2004,  pp.  299-313,  with 
William  Even. 

"Wages,  Sorting  on  Skill,  and  the  Racial  Composition  of  Jobs,""^  Journal  of  Labor 
Economics,  January  2004,  pp.  189-2 10,  with  Barry  Hirsch. 

"Racial  and  Ethnic  Differences  in  Pension  Wealth,"  Research  in  Labor  Economics,  2003, 
pp.  203-226,  with  William  Even. 

"Do  Terminated  Employees  Catch  Up?  Evidence  From  the  Displaced  Worker  Survey," 
Journal  of  Forensic  Economics,  Spring/Summer  2003,  pp.  185-199,  with  Michael  Piette. 
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"Union  Membership  and  Coverage  Database  from  the  Current  Population  Survey:  Note," 
Industrial  and  Labor  Relations  Review,  January  2003,  pp.  349-354,  with  Barry  Hirsch. 

"The  Wage  and  Employment  Dynamics  of  Minimum  Wage  Workers,"  Southern 
Economic  Journal,  January  2003,  pp.  676-690,  with  William  Even. 

"State-Level  Estimates  of  Union  Density,  1964  to  Present,"  Monthly  Labor  Review,  July 
2001,  pp.  51-55,  with  Barry  Hirsch  and  Wayne  Vroman  (accompanying  data  online). 

"The  Changing  Distribution  of  Pension  Coverage,"  Industrial  Relations,  April  2000,  pp. 
199-227,  with  William  Even. 

"Occupational  Age  Structure  and  Access  for  Older  Workers,"  Industrial  and  Labor 
Relations  Review,  April  2000,  pp.  401-418,  with  Barry  Hirsch  and  Melissa  Hardy. 

"Earnings,  Rents,  and  Competition  in  the  Aurline  Labor  Market,"  Journal  of  Labor 
Economics,  January  2000,  pp.  125-155,  with  Barry  Hiisch. 

"Estimating  Wage  Differentials:  When  Does  Cost-of-Living  Matter?"  Economic  Inquiry, 
October  1999,  pp.  577-598,  with  Mike  DuMond  and  Barry  Hirsch. 

"Worker's  Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  Industrial  and 
Labor  Relations  Review,  January  1997,  pp.  213-236,  with  Barry  Hirsch  and  Michael 
DuMond. 

"Pensions  and  Training,"  Industrial  Relations,  January  1997,  pp.  81-96,  with  Stuart 
Dorsey. 

"The  Consequences  of  Indexing  Minimum  Wages,"  Coraenporary  Economic  Policy, 
October  1996,  pp.  67-77,  with  William  Even. 

"Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  Industrial  and  Labor 
Relations  Review,  July  1996,  pp.  with  William  Even. 

"The  Consequences  of  Non-FICA  Status  in  State  and  Local  Pensions,"  Proceedings  of 
National  Tax  Association  Meetings,  1996,  with  William  Even. 

"Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  Journal  of  Labor 
Economics,  July  1995,  pp.  426-471,  with  Barry  Hmsch. 

"Employer  Size  and  Compensation:  The  Role  of  Worker  Characteristics,"  Applied 
Economics,  September  1994,  pp.  897-907,  with  William  Even 

"Gender  Differences  in  Pensions,"  Journal  of  Human  Resources,  Spring  1994,  pp.  555- 
587,  with  William  Even. 
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"Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?",  Industrial  and  Labor 
Relations  Review,  April  1994,  pp.  439-453,  with  William  Even. 

"Unionism  and  Gross  Employment  Flows,"  Southern  Economic  Jovmal,  January  1994, 
pp.  427-438,  with  Timothy  Dunne. 

"The  Decline  of  Private-Sector  Unionism  and  the  Gender  Wage  Gap,"  Journal  of  Human 
Resources,  Spring  1993,  pp.  279-296,  with  William  Even. 

"Union  Membership  and  Coverage  Data  Available  From  the  Current  Population  Surveys: 
Note."  Industrial  and  Labor  Relations  Review,  April  1993,  pp.  574-578,  with  Barry 
Hirsch. 

"Employer-Provided  Retiree  Health  Insurance:  Who  is  Covered?"  Economics  Letters, 
May  1992,  pp.  95-99. 

"Union  Wage  Differentials  and  the  Effects  of  Industry  and  Local  Union  Density: 
Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1 164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hu^ch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  Intemation^d  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 

"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business,  Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  James  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284, 

"Unionism  and  the  Diq)ersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

"The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,"  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCuUough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

"A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,"  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

"A  Comparison  of  Hurricane  Loss  Models,"  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
3 1-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

"A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,"  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patridc  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

"The  History  of  Property  Tax  Capitalization  in  Real  Estate,"  Journal  of  Real  Estate 
Literature,  Issue  3  2008,  pp.  327-343,  with  Dean  Gatzlaffand  Stacy  Sirmans. 

"Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,"  Journal  of  Real  Estate 
Literature,  Issue  2  2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

"The  Title  Insurance  Industry:  Examining  a  Decade  of  Growth,"  Journal  of  Insto'ance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

"The  Value  of  Housing  Characteristics:  A  Meta  Analysis"  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 

"The  Composition  of  Hedonic  Pricing  Models,"  Journal  of  Real  Estate  Literature,  Issue 
1  2005,  pp.  3-43,  with  Stacy  Skmans. 
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"The  State  of  Affordable  Housing,"  Journal  of  Real  Estate  Literature,  Issue  2  2003,  pp. 
133-155,  with  Stacy  Sirmans. 

"Affinity  Programs  and  Real  Estate  Brokerage,"  Journal  of  Real  Estate  Research^ 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

"Neighborhood  Diversity  and  House  Price  Appreciation,"  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

"Forecasting  Seniors  Housing  Demand  in  Florida,"  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

"Improving  Pension  Coverage  at  Small  Firms,"  with.  William  Even,  in  Overcoming 
Barriers  to  Entreprenewship,  ed.  Diana  Furchtgott-Roth,  Rowman  &  Litdefield,  2008. 

"Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions"  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

"Living  Wage  Laws  and  the  Case  for  a  Targeted  Wage  Subsidy,"  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

"Benefits  and  Worker  Productivity,"  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children's  Effects  on  Women's  Labor  Market  Attachment  and  Earnings,"  with  WiUiam 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

"Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,"  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parhain,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Venna,  University  of  Toronto  Press,  2001. 

"The  Effect  of  a  Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,"  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Worlforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a  Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Wort  A  Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

"Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,"  with  Tim  Salmon  and  Kislaya  Prasad,  imder  review.  Journal  of  Business 
and  Economic  Organization 

"What  Do  Unions  Do  to  Pension  Performance?"  with  William  Even,  September  20 11, 
under  revision 

"Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage"  March  201 1, 
with  Barry  Hirsch  and  John  Winters. 

"The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment," 
with  William  Even,  under  revision,  July  2010. 

"Participant  Direction  in  Defined  Contribution  Plans,"  April  2006,  with  William  Even, 
under  revision. 

"Do  Pensions  Impede  Phased  Retirement?"  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

"An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,"  under  rewie-w  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCulIough,  and  Cassandra 
Cole. 

"The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,"  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleoi  McCulIough. 


Funded  Projects 
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Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
"Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,"  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
"Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self-Selection,"  with  Tim 
Saknon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Hiomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aguig  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  "Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,"  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  "Aflfordability 
Index,"  with  Ste&n  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  "Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Simians. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
"Forecasting  Housing  Demand  in  Florida,"  with  Stacy  Sirmans. 

University  of  South  Carolma,  4/1999-1 1/1999,  $10,000,  "Forecasting  Housing  Demand 
in  South  Carolina,"  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  "Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course." 

TIAA-CREF,  8/1998-8/1999,  $23,000,  "Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A  Case  Study  of  Pension  Choices  in  Higher  Education,"  with  Melissa 
Hardy  and  Larry  Hazehigg. 

Florida  Department  of  Biwiness  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
"Forecasting  Seniors'  Demand  for  Housing  in  Florida,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
"Housing  Price  Appreciation  in  Orlando  and  Tampa,"  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  "Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course." 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
"Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  401(k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfere  and  Benefit  Administration,  3/1996-6/1997, 
$1 5,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Comwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Woricplaces,"  part  of  a  service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator  (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfere  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Admmistration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retu^e  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  ChaUenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declinmg  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  "Employee  Turnover  in  the  Long-Term  Care  Industry,"  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,"  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  "The  Risk  and  Return  of  Pension  Investments  in  Btnployer  Stock,"  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  "Replacing  Eamings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,"  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  "Labor  Market  Transitions  of  Older  Workers,"  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  HirscL 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 

Participation  in  Regional  Meetings 
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Presented  "Unions  and  Pension  Performance:  The  Role  of  Pension  Design,"  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  "Recent  Federal  Reserve  Policy;  An  Evaluation"  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  "Topics  in  Health  Economics,"  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  "Teacher  Pay,  Principals,  and  Schooling,"  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  "Pensions  and  Retirement"  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,**  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  "Do  Pensions  Impede  Phased  Retirement?"  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  "When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?"  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  "How  Will  tiie  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?"  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  "Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,"  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Mluencing  Participation  and  Contribution  Levels  in  401  (k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
PoUcy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southem  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southem  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Inamigrants,"  at  the  Southem  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southem  Economic 
Association  meetings,  Novemb^  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southem  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  "Teaching  Macroeconomics  During  Troubled  Times,"  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,"  at 
Pennsylvania  State  University,  April  2010. 

Presented,  "The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today"  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  "Minimum  Wage  &  EITC"  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Lehigh  University, 
April  2009. 
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Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  'The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Trinity  University,  October  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Georgia  State  University,  April  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 

Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  "Improving  Pension  Coverage  at  Small  Finns,"  at  Hudson  Institute,  May 

2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Society  of  Labor 
Economics  meetings.  May  2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposiimi  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  "The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,"  at  West 
Virginia  University,  April  2005. 

Presented,  "The  Risk  and  Return  of  Pension  Investmente  in  Employer  Stock,"  at  the 
University  of  Kentucky,  November  2004. 

Presented,  "The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,"  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  "The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,"  at  the  University  of  Oklahoma,  February  2004. 

Presented,  "Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?"  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  "How  Will  the  Growth  of  DC  and  401  (k)  Plans  Afifect  Pension  hicome?"  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  "Benefits  and  Worker  Productivity,"  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  "Using  Hi-Tech  in  Large  Lectures,"  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  "Employee  Participation  in  401(k)  Plans,"  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  "Gender,  Race,  and  Ethnicity  in  the  Labor  Market,"  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children's  Effects  on  Women's  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  ui  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  uithe  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Lidividual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  bistitute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
tiie  Summer  histitute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  DecUne  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonnmon  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry.  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Jottrnal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Gxeensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  Univrasity  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsui- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical.  Trinity,  Fall  201 1. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who 's  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 


31 


Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 
Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 

Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a  "Favorite  Professor 
Award"  in  Falll  990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  201 1- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-2011 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 

Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 

Economics  Department  Conmiittees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 

Member,  Undergraduate  Economics  Committee,  Fall  1998- 

Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 

FaU  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 

Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph,D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 

Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 
Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1996,  Spring  2000,  Spring  2001,  Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 
Recruiting  Committee,  Department  of  Economics,  1990-92. 
Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Charter  Advisor,  1988-89. 
Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 
Omicron  Delta  Epsilon  Advisor,  1 987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  LeelaHebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Cramiell,  2000 
Member,  Mark  Plotmck,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 

Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-MalM,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J.  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 .  Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3 .  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrotigful 
termination;  2008;  Case  No:  01-554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
SDivision;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1:07- 
CV-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPMAVCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G  &  S  Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northem  District  of  Florida;  gave 
deposition;  wrongful  mjury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northem  District  of  Florida;  gave 
deposition;  wrongfiil  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Paokey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1:09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-0150-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H  &  R  Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty;  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongfiil 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
mjury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Coixrt  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  201 1 . 
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22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  201 1 . 

23.  LUlie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongfiil  death;  201 1;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
201 1;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  lO-CA-2429 


Michael  P.  Kelsay,  Ph.D. 

April  24,  2012 
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1  Q.   Did  you  talk  with  Mr.  Grant  or  Ms.  Haggard 

2  in  preparing  for  this  deposition? 

3  A.   I  had  a  conference  call  vAfb.  both  of  them 

4  yesterday  afternoon. 

5  Q.  And  generally  whenever  you've  wanted  some 

6  information  or  a  report  or  data,  have  you  been  able 

7  to  receive  it? 

8  A,    From  them? 

9  Q.   From  them. 

10  A.  I'm  not  sure  what  kind  of  data  you're 

11  talking  about. 

12  Q.   Well,  let  me  just  ask  you  have  they  given 

13  you  everything  youVe  asked  for? 

14  A.  Yeg. 

15  Q.   £k>  if  8  £iir  for  me  to  assume  that  if 

1 6  there's  something  you  didn't  look  at,  it's  not 

17  because  they  didn't  give  it  to  you.  It's  because 

1 8  you  didn't  ask  for  it  from  them? 

19  A.  Yes. 

20  Q.  Okay.  I  want  to  mop  up  a  couple  of  things 

21  on  your  qualifications.  I  don't  see  that  you  teach 
2  2     any  classes  on  labor  economics. 

23  A.  Correct. 

24  Q.   And  you  know,  at  one  point  opposing 

2  5     counsel  told  me  that  a  labor  economist  was  being 
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1  A.  No. 

2  Q.   Doyouknowwho  Jobs  with  Justice  is? 

3  A.   Not  really.  I've  heard  of  them,  but  I've 

4  never  talked  to  them,  or  they  have  talked  to  me. 

5  Q.   How  about  the  Economic  Policy  Institute? 

6  Any  interaction  wifli  them  befbre  you  were  retained? 

7  A.  No. 

8  Q.   Do  you  know  what  the  Economic  Policy 

9  mstituteis? 

10  A.   It's  my  understanding  and  general  sense  is 

11  that  it  publishes  work  on  policy  aspects  aenm  the 

12  wide  spectrum  of  issues. 

13  Q.    Have  you  detected  any  political  leanings 

14  in  EPIs,  for  lack  of  —  so  I  don't  have  to  say  it 

1 5  over  and  over  again  -  in  EPI's  publications? 

16  A.   Could  you  repeat  that? 

17  Q.    Sure.  Have  you  detected  any  political 

lo        Icalling  in  Ctrl  9  pilDllCallUllB  I 

19  A.   Well,  in  terms  of  what  small  sample  of 

20  giuff  r ve  reviewed  for  them,  they  have  a  policy  of 

2 1  leaning  towards  lower  wage  people,  issues  of  incom 

22  and  equality  and  the  like, 

23  Q.    Do  you  think  it's  important  to  consider 
2  4     political  bias  of  sources  that  you  rely  upon? 
25        A,    Ycafi,  1  believe  it  is. 
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1  retained.  I'm  not  sure  if  they  were  talking  about 

2  you  or  ifthey  didn't  know  who  you  were  yet.  Are 

3  you  a  labor  economist? 

4  A.   I  believe  I  am. 

5  Q.    What  makes  a  labor  economist? 

6  A.   Working  in  a  variety  of  different 

7  labor-related  issues  over  the  past  decade. 

8  Q.   Now  befbre  the  last  decade  it  looks  like 

9  most  of  your  work  was  with  environmental  and  waste 

10  disposal  issues;  is  that  right? 

11  A.  Yeah,  that's  correct.  That's  what  my 

12  dissertation  was  in. 

13  Q.  You've  never  given  expert  testimony  on  the 

1 4  minimum  wage  before,  correct? 

15  A.  Correct. 

16  Q.   You've  never  had  a  publication  in  a  peer 

17  reviewed  journal? 

18  A.  No. 

19  Q,    Okay.  And  no  publication,  I  guess,  in  a 

20  peer  reviewed  journal  on  the  minimum  wage? 

21  A.  No. 

22  Q .   Have  you  had  any  contact  or  interaction 

2  3     with  NBLK  before  you  were  retained  in  this  matter? 

24  A.  No. 

25  Q.   With  Jobs  with  Justice? 
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1  Q .   How  did  you  choose  ~  let's  move  to  your 

2  index  of  materials. 

3  (Whereup(»i,  Deposition  Exhibit  Number  3  was  market 

4  by  die  reporter  for  identification.) 

5  Q.    (BY  MR.  GREIM)  Okay.  We've  maiked  that 

6  as  Exhibit  3.  First  of  all,  who  prepared  Exlubit  3? 

7  MR.  GRANT:  What  are  you  looking  at, 

8  Eddie? 

9  MR.  GREIM:  Tlte  articles  relied  upon 

10  by  Dr.  Kelsay. 

1 1  MR,  GRANT:  Is  tliat  the  index  or  -- 

1 2  MR.  GREIM:  It's  Numbered  1  through 

13  19,  and  the  title  is  "Documents  Relied  Upon  by 

14  Dr.  Kelsay," 

15  MR.  GRANT:  Okay. 

1 6  Q.   (BY  MR.  GREIM)  Who  prepared  this 

17  document? 

1  o       A.   I  did. 

19  Q.   Wlien  did  you  prepare  it? 

20  A.    I'd  have  to  look  at  my  e-mails  to 

2 1  determine  that. 

22  Well,  I  received  a  copy  of  an  e-mail  dated 

2  3     April  Ah,  and  It  said,  "Could  I,  by  early  next 

2  4     week,  send  me  an  Index,"  so  I  would  guess  if  s  a 
25     week  or  so  later. 
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JAY  E,  SUDDRETH  &  ASSOCIATES,  INC. 
Toll  Free:  (800)466-2580  Local:  (913)  492-0111  or  (816)471-2211 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Health 
and  Senior  Services,  the  Department  of  Public  Safety,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin, 
the  City  of  Kansas  City,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  Rockwood  R-VI  School  District,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

hicreased  state  and  local  government  costs  for  wages,  operating  expenses,  and  programs 
could  exceed  an  estimated  $60  million  annually.  State  and  local  government  income  and 
sales  tax  revenue  could  increase  by  an  estimated  $8.8  milhon  annually. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-015) 

Subject 

Initiative  petition  from  Lara  Granich  regarding  a  proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  December  10,  2012) 

Date 

December  31,  2012 
Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St,  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Lara  Granich  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 


Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State  Auditor's 
office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  they  are  deferring  to  the  Office 
of  Administration  -  Division  of  Budget  and  Planning  for  the  fiscal  impact  on  the 
minimum  wage  provisions  of  this  petition.  There  is  no  fiscal  impact  to  their  department 
from  the  other  portions  of  the  petition. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  legislation. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
they  defer  to  the  Office  of  Administration  -  Division  of  Budget  and  Planning. 

Officials  from  the  Department  of  Higher  Education  indicated  they  assume  that  in 
addition  to  direct  personnel  costs  estimated  by  the  Office  of  Administration  for  this 
request  for  state  employees,  the  proposal  would  have  an  unknown  negative  fiscal  impact 
on  their  department  as  its  provisions  would  most  Ukely  result  in  an  unknown  cost 
increase  for  products  and  services  purchased  by  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Admirrisfration  -  Division  of  Budget 
and  Planning  for  response  to  this  petition  regarding  their  employee  cost  as  it  relates  to 
raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  then- 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Adminisfration  -  Division  of  Budget  and  Planning. 

Officials  from  the  Department  of  Natural  Resources  indicated  that  per  instructions 
from  the  Office  of  Administration,  they  defer  to  them  for  statewide  response  to  this 
initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  they  have  no  impact  for  this 
initiative  petition. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 


Officials  from  the  Department  of  Revenue  indicated  employees  of  their  department  that 
would  potentially  be  affected  by  this  initiative  petition  would  be  our  temporary  Tax 
Season  Employees. 

An  increase  in  minimum  wage  to  $8.45  would  be  a  $.95  increase  for  all  employees  that 
receive  the  current  minimum  wage.  A  $.95  increase  would  result  in  an  increase  on  their 
departments'  personal  services  budget  (Taxation's  temporary  tax  season)  by 
approximately  $39,300  per  year. 

Officials  from  the  Department  of  Social  Services  provided  the  following  division 
comments: 

Officials  from  the  Division  of  Youth  Services  (DYS)  indicated  a  total  estimated  net  effect 
on  all  funds  for  fiscal  year  2015  of  (unknown  >  $21,800/$43,600)  and  for  fiscal  year 
2016  of  (unknown  >  $43,600/$87,200). 

They  provided  the  following  comments: 

This  petition  would  impact  the  Division  of  Youth  Services  in  several  ways.  The  division 
has  a  work  experience  program  which  youth  are  employed  at  minimum  wage  in  various 
work  activities.  This  legislation  would  decrease  the  number  of  youth  who  could 
participate  in  the  program  and/or  the  number  of  hours  worked  per  youth. 

The  division  has  32  residential  facilities  and  8  day  treatment  facilities.  These  faciUties 
purchase  a  variety  of  goods  and  services.  An  increase  in  minimum  wage  would  lead  to 
an  increased  cost  of  goods  and  services.  According  to  Econ  Papers.  RePEc.  06, 
November,  2012.  http://econpapers.repec.org/paper/agsuersab/33598.htm,  a  bulletin  from 
the  United  States  Department  of  Agriculture,  Economic  Research  Service,  states  for 
every  $.50  increase  in  minimum  wage,  food  prices  would  increase  less  than  one  percent 
from  food  stores  and  one  percent  at  eating  and  drinking  establishments  if  the  total 
increase  is  passed  on  to  consumers. 

This  could  lead  to  an  impact  of  approximately  $43,600  yearly  to  the  division  if  the 
minimum  wage  were  set  at  $8.40,  $8.45,  or  $8.50  (approximately  a  $1.00  increase  over 
the  existing  rate  of  $7.35,  effective  1/1/13).  The  fiscal  impact  would  be  approximately 
doubled  ($87,200)  if  the  minunum  wage  were  to  be  set  at  $9.25  ($9.25  -  $7.35  =  $1.90 
increase). 

The  division  assimies  there  will  be  increased  prices  of  other  goods  and  services,  however, 
is  unable  to  calculate  the  increase. 

Officials  from  the  Division  of  Youth  Services  spent  $2,179,988  for  food  related  items  in 
fiscal  year  12.  If  the  minimum  wage  increase  lead  to  a  1%  increase  in  cost  per  $.50 
increase  in  minimum  wage,  the  annual  impact  would  be  $43,600  at  the  $8.40,  $8.45,  and 
$8.50  levels  and  $87,200  at  the  $9.25  level. 


It  is  assumed  other  product  and  service  cost  would  increase;  however,  the  amount  is 
unknown,  therefore  the  Division  estimates  an  impact  of  unknown  but  greater  than 
$43,600  for  IP  14-014,  IP  14-015,  and  IP  14-016  and  $87,200  for  IP  14-017. 

If  any  of  these  initiative  petitions  were  to  pass,  the  new  minimum  wage  rate  would  be 
effective  January  1,  2015.  Therefore,  in  FY  15  only  half  the  estimated  annual  impact 
($21,800  or  $43,600)  is  shown  on  the  accompanying  spreadsheet. 

DYS  food  expenses  are  paid  from  three  funds:  8%  from  General  Revenue;  58%  from 
0610  (federal  funds)  and  34%  from  0620  (DSS  educational  improvement  fund). 

The  Children's  Division  (CD)  indicated  a  total  estimated  net  effect  on  all  funds  for  fiscal 
year  2015  of  unknown  and  for  fiscal  year  2016  of  unknown. 

They  provided  the  following  comments: 

Section  209.502  may  impact  the  Children's  Division  in  two  ways:  Eligibility  for  the  child 
care  program,  and  costs  charged  by  vendors  who  employ  people  paid  minimum  wage. 

This  section  would  increase  the  amount  of  gross  income  received  by  some  participants  of 
the  Children's  Division  child  care  program.  The  CD  is  unable  to  determine  how  many 
participants  may  be  affected  by  raising  the  state  minimum  wage  to  $8.45  per  hour. 
However,  since  the  child  care  program  is  income  based,  this  may  result  in  some 
participants  who  receive  the  higher  state  minimum  wage  to  now  exceed  the  income 
limits,  which  would  result  in  loss  of  child  care  program  benefits.  Some  participants  who 
receive  the  higher  state  minimum  wage  may  continue  to  be  eligible  for  benefits,  but  at  a 
reduced  level. 

Vendors  may  also  be  impacted.  While  some  vendors  with  whom  the  Children's  Division 
contracts  may  employ  individuals  who  are  paid  minimum  wage,  CD  would  not 
automatically  increase  rates  paid  to  those  contractors  as  a  result  of  this  legislation.  It 
could  be  expected;  however,  that  at  the  times  such  contracts  were  re-bid,  vendors  would 
increase  their  pricing  to  cover  such  an  increase. 

The  Children's  Division  does  not  expect  to  be  immediately  fiscally  impacted  by  the 
changes  proposed  in  this  initiative  petition. 

Officials  from  the  Family  Support  Division  (FSD)  indicated  a  total  estimated  net  effect 
on  all  funds  for  fiscal  year  2015  of  unknown  and  for  fiscal  year  2016  of  unknown. 

They  provided  the  following  comments: 

Section  209.502  would  increase  the  amount  of  gross  income  received  by  some 
participants  of  the  Family  Support  Division's  programs.  The  FSD  is  unable  to  determine 
how  many  participants  may  be  affected  by  raising  the  state  minimum  wage  to  $8.45  per 
hour.  However,  since  these  programs  are  income  based,  this  may  result  in  some 


participants  who  receive  the  higher  state  minimum  wage  to  now  exceed  the  income 
hmits,  which  would  result  in  loss  of  program  benefits.  Some  participants  who  receive  the 
higher  state  minimum  wage  may  continue  to  be  eligible  for  program  benefits,  but  at  a 
reduced  level.  These  programs  include,  but  are  not  limited  to: 

•  Food  Stamp  benefits; 

•  Temporary  Assistance; 

•  MO  HealthNet  coverage;  and 

•  Low-Income  Home  Energy  Assistance. 

Officials  from  the  Information  Technology  Services  Division  indicated  a  total  estimated 
net  effect  on  all  funds  for  fiscal  year  2015  of  $0  and  for  fiscal  year  2016  of  $0. 

They  provided  the  following  comments: 

This  Initiative  Petition  would  require  annual  changes  to  the  State  Minimum  Wage 
amounts  for  the  Family  Assistance  Management  Information  System  (FAMIS)  and  the 
Missouri  Work  Assistance  (MWA)  program. 

The  changes  to  the  State  Minimum  Wage  amounts  are  considered  regular  annual 
maintenance  for  these  systems  and  incur  no  additional  costs. 

Officials  from  the  Family  Support  Division  (FSD)  Child  Support  indicated  a  total 
estimated  net  effect  on  all  funds  for  fiscal  year  2015  of  unknown  and  for  fiscal  year  2016 
of  unknown. 

They  provided  the  following  comments: 

Section  209.502  would  increase  the  amount  of  some  parents'  gross  income  used  for  child 
support  guideline  calculations,  resulting  in  a  higher  child  support  obligation  amount  on 
an  unknown  number  of  cases.  Higher  child  support  obligation  amounts  would  likely 
result  in  both  increased  child  support  collections  and  increased  past-due  child  support 
debt  (arrearages).  FSD  is  unable  to  quantify  expected  collection  and  arrearage  increases. 

Officials  from  the  MO  HealthNet  Division  indicated  a  total  estimated  net  effect  on  all 
funds  for  fiscal  year  2015  of  ($22,750,062)  and  for  fiscal  year  2016  of  ($47,274,629). 

They  provided  the  following  comments: 

FQHC  (Federally  Qualified  Health  Clinic)  and  RHC  (Rural  Health  Clinic)  are  currently 
reimbursed  based  on  a  percentage  of  billed  charge  with  cost  settlements  at  a  future  date. 
These  cost  settlements  could  include  an  increase  in  approximately  3  to  4  years  after  an 
increase  in  minimum  wage,  however,  the  amount  is  unknown. 

For  Hospitals  MO  HealthNet  bases  reimbursement  for  a  given  year  on  the  fourth  prior 

year  cost  report  trended  forward.  Since  the  first  requirement  is  effective  January  1,  2015, 
the  increased  cost  would  begin  to  be  refiected  in  2015  cost  reports.  MO  HealthNet  would 


use  2015  cost  reports  to  establish  reimbursement  for  state  fiscal  year  2019.  Therefore 
there  would  not  be  a  fiscal  impact  to  the  MO  HealthNet  Division  for  fiscal  years  2014, 
2015,  and  2016,  but  starting  fiscal  year  2019  there  could  be  a  cost,  but  the  amount  is 
unknown. 

For  Nursing  Facilities  no  fiscal  impact  in  2014;  $22,750,062  (GR  $8,638,199)  for  2015 
(computed  by  taking  projected  Medicaid  days  times  prior  allowed  per  diem  increase 
divided  by  6  months  since  goes  into  effect  January  1,  2015)  and  $47,274,629  (GR 
$17,950,177)  for  2016.  3.9%  trend  used  for  2016.  Money  must  be  allocated  by  legislature 
for  rate  increases.  See  long  range  impUcations. 

OA  will  handle  the  fiscal  impact  for  all  state  employee  costs  of  raising  the  state  minimum 
wage. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  added  costs  to  their 
office  if  this  amendment  is  approved  by  the  voters. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  direct  fiscal  impact 
to  their  agency,  but  there  is  unknown  impact  on  their  cost  of  doing  business. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated: 

This  proposed  amendment  raises  the  state's  minimum  wage  to  $8.45  per  hour  or  the 
federal  minimum  wage  rate,  whichever  is  higher,  beginning  January  1,  2015. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

•  Increased  wages  for  certain  employees.  According  to  the  US  BLS,  in  2011,  Missouri  had 
109,000  hourly  employees  earning  wages  at  or  below  the  federal  minimum  wage;' 

•  Increased  consumption  by  those  employees; 

•  Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

•  Lower  business  investment  (if  employers'  payrolls  increase); 

•  Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  According  to 
OA's  Division  of  Personnel,  as  of  December  2012  there  were  1,273  employees  that  would 
be  impacted  by  increasing  the  minimum  wage  to  $8.45  per  hour.  The  estimated  annual 
cost  of  increasing  wages  to  $8.45  per  hour  is  $766,816  ($94,087  GR)  and  $63,573 
($10,214  GR)  m  fringe  benefits. 


^  http://www.bls.gov/cps/minwage201 1tbls.htm#3 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  appears  to  have  no  fiscal 
impact  as  it  relates  to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically  been 
an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  fiscal  year  201 1,  at  the  August  and  November  elections,  there  were  6  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $1.02  million  to  publish  (an 
average  of  $170,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 
Officials  from  St.  Louis  County  indicated 

In  regard  to  Initiative  Petition  14-015,  St.  Louis  County  estimates  that  an  increase  in  the 
minimum  wage  to  $8.45/hour  would  cost  the  County  an  additional  $30,720  per  year.  The 
increase  would  only  affect  seasonal  workers  employed  by  the  St.  Louis  County 
Department  of  Parks  and  Recreation. 

ST.  LOUIS  COUNTY  POSITIONS  EARNING  LESS  THAN  $8.45/HOUR 


Position 


Current  Pay 
Rate 


Difference 
w$8.45  minimum 


3  Months  per 
Season  Employment 


Additional  Cost 
per  Employee 


#of 
Employees 


Additional 
Cost 


Day  camp  counselors 
Ice  rink  guards 


$7.25 
$7.25 


$1.20 
$1.20 


520 
400 


$624.00 
$480.00 


30 
25 


$18,720.00 
$12,000.00 


GRAND  TOTAL  ADDITIONAL  COSTS 


$30,720.00 


*  Ice  rink  guard  expenses  are  calculated  separately  at  20  hours  per  week  for  five 
months 


Officials  from  the  City  of  Columbia  indicated  the  proposal  if  passed  is  expected  to  cost 
the  City  of  Columbia  $99,760/year,  this  amount  does  not  include  fringe  benefits. 

Officials  from  the  City  of  Jefferson  indicated  if  this  petition  would  become  law,  it  would 
cost  the  city  approximately  $111, 072  per  year. 

Officials  from  the  City  of  Kirkwood  indicated  for  14-014,  14-015,  14-016,  and  14-017 
their  response  is  the  same.  While  the  dollar  impact  may  change,  the  fiscal  impact  remains 
the  same. 

The  estimate  of  the  impact  of  this  proposed  change  in  the  minimum  wage  is  based  on  the 
premise  that  in  order  to  remain  competitive  the  city  would  increase  across  the  board  the 
hourly  rates  for  all  part  time  and  seasonal  personnel  by  the  difference  between  the  current 
minimum  wage  and  the  new  proposed  wage  level.  Based  on  the  premise  the  costs  would 
be  as  follows: 

25,760  hours  x  $1.10  =  $28,336  plus  social  security  and  Medicare  adds  another  $2,170  = 
roughly  $30,500.  Add  another  $370  for  those  who  qualify  for  pension  benefits  and  the 
total  comes  to  $30,870. 

What  this  number  does  not  take  into  consideration  what  potential  increases  we  might 
have  with  contractual  services  providers  such  as  Midwest  Pool  Management.  If  such 
providers  fmd  it  necessary  to  increase  their  salaries  in  order  to  remain  competitive,  it 
could  increase  our  costs.  Based  just  on  Midwest's  current  situation  that  could  add 
upwards  of  $24,000  to  our  cost.  It  would  take  a  considerable  amount  of  time  to  try  to 
determine  what  the  impact  throughout  our  operation  would  be  in  this  regard. 

It  looks  Uke  the  biggest  impact  on  the  city  will  be  in  the  Recreation  Department. 
Minimum  wage  hires  are  done  mostly  in  Day  Camp,  Tennis,  and  Pool.  There  were 
approximately  28  minimum  wage  hires  this  summer  in  Recreation. 

Other  summer  hires  in  Water,  Parks  &  Streets  usually  hire  above  the  minimum. 

Officials  from  the  City  of  Wentzville  indicated: 

This  would  be  harmful  to  the  City  of  Wentzville,  meaning  at  least  $18,000  in  payroll 
costs  for  the  part  time  employees,  mostly  kids,  that  the  city  hires  to  work  each  summer  in 
Parks,  plus  the  effect  on  those  higher  full  time  employees  so  that  there  is  separation  in 
our  pay  plan. 

Officials  from  Linn  State  Technical  College  indicated  these  changes  could  have  an 
estimated  cost  of  $55,000  to  Linn  State  Technical  College. 

Officials  from  Metropolitan  Community  College  indicated  an  increase  in  the  Missouri 
minimum  wage  to  $8.45/hour  would  cost  the  Metropohtan  Community  College 
approximately  $225,000. 


Officials  from  University  of  Missouri  indicated  they  are  unable  to  determine  the 
financial  impact  of  the  proposed  amendment  to  the  Revised  Statutes  of  Missouri  because 
they  do  not  know  which  version  of  the  petition  would  go  to  the  voters,  but  beheve  this 
proposal  would  have  significant  financial  liability  for  the  University. 

Lara  Granich  provided  the  following  information  as  a  proponent  of  this  initiative  petition. 


December  20,  2012 


Missouri  State  Auditor 
Jefferson  City,  MO 

Re:     Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 
Version  5  (Increase  to  $8.40) 
Version  6  (Increase  to  $8.45) 
Version  7  (Increase  to  $8.50) 
Version  8  (Increase  to  $9.25) 


This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice,  proponents  of  the  above- 
captioned  initiative  petitions.  Pursuant  to  RSMo.  Section  1 1 6. 1 75,  we  write  to  submit  the 
following  fiscal  impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the 
following  four  proposed  Minimum  Wage  Initiative  Petitions: 

•  Version  5,  which  would  increase  Missouri's  minimum  wage  to  $8.40  effective  January 
2015 

•  Version  6,  which  would  increase  Missouri's  minimum  wage  to  $8.45  effective  January 
2015 

•  Version  7,  which  would  increase  Missouri's  minimum  wage  to  $8.50  effective  January 
2015 

•  Version  8,  which  would  increase  Missouri's  minimum  wage  to  $9.25  effective  January 
2015 

Our  analysis  estimates  the  impact  of  the  four  proposed  initiative  petitions  on  state  and  local  sales 
and  personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the 
past  to  estimate  the  impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal 
income  tax,  with  some  refinements.  We  also  address  certain  claims  that  have  been  made  by 
opponents  in  the  past. 

We  have  not  included  in  our  analysis  an  estimate  of  the  impact  on  state  and  local  payroll  costs  of 
the  minimum  wage  increases.  See  Section  IV  -  Additional  Considerations. 


We  estimate  that,  under  the  four  versions  of  the  petition,  state  and  local  income  and  sales  tax 
revenue  will  increase  as  follows: 


Increased  State 

Minimum 

and  Local  Sales 

Version 

Wage 

and  Personal 

Increase  to 

Income  Tax 

Revenue 

5 

$8.40 

$8,841,809 

6 

$8.45 

$9,932,749 

7 

$8.50 

$11,052,292 

8 

$9.25 

$34,556,387 

I.     Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 

To  estimate  the  impact  of  the  proposed  minimum  wage  initiative  petition  on  state  and  local 
government,  the  first  thing  that  we  have  done  is  to  determine  how  many  employees  state-wide 
will  be  affected,  and  how  many  millions  of  dollars  in  total  wage  increases  they  will  receive. 
From  these  total  increased  wage  figures  one  can  then  estimate  the  portion  that  will  be  spent  on 
goods  and  services  on  which  state  sales  tax  is  charged,  generating  increased  sales  tax  revenue. 
And  one  similarly  can  estimate  the  portion  of  the  increased  wages  that  will  be  received  by 
individuals  who  are  subject  to  Missouri's  income  tax,  resuUing  in  increased  income  tax  revenue. 

The  Economic  Policy  Institute  (EPI)  prepared  and  provided  us  with  estimates  of  the  number  of 
workers  affected  and  the  total  resulting  wage  increases  for  Versions  5,  6,  7  and  8.  Our 
calculations  are  based  on  the  EPI  estimates. 

We  should  note,  however,  that  the  above  estimates  of  increased  state  and  local  sales  and  personal 
income  tax  revenue  do  not  include  additional  state  and  local  tax  revenue  that  will  be  generated  by 
tipped  workers  who  will  receive  raises,  many  of  whom  are  not  captured  in  our  wage  increase 
analysis  because  their  earnings  are  above  the  proposed  value  of  the  minimum  wage  and  the  likely 
range  of  related  spillover  effects,  and  who  will  receive  a  greater  increase  under  the  proposed 
measures  than  other  employees.  Additional  state  and  local  tax  revenue  is  likely  greater  than  we 
estimate  once  these  tipped  workers  are  factored  in. 
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Below  are  the  EPI  estimates: 


Effects  of  Missouri  Minimum  Wage  Inaeases 

Proposed 

Minimum 
Wage 
Level 
1/1/2015 

Size  of 
Increase 

Total 

Estimated 

Workers' 

Directly 
Affected' 

Indirectly 
Affected^ 

Total 
Affected 

Total 
Affeaed 
as%af 
Worlters 

Total  Wage 
Increase' 

GDP  Impact^ 

Jobs  Impact  - 
Full-time 
Employment 
(job  years)' 

$8.40* 

So. 80 

2,585,000 

169,000  141,000 

310,000 

12.0% 

$  135,290,000 
$  151,983,000 

$  85,639,000 

 ^*5„ 

5845 

S0.85 

2,585,000 

174,000  142,000 

316,000 

12.2% 

$  96,205,000 

840 

S8.50 

$0.90 

2,585,000 

175,000  151,000 

326,000 

12.6% 

$  169,113,000 

$  107,049,000 

930 

S9.25 

$1.65 

2,585,000 

314,000  275,000 

589,000 

22.8% 

$  528,754,000 

$  334,701,000 

2,900 

Notes:  'All  scenarios  model  an  increasein  January  2015  above  the  legislated  indexed  increases  for  2014  and  2015.  TheCBO 
projects  inflation,  as  measured  by  tiie  Consumer  Price  Index  (CP!),  to  be  1.4%  in  2013  and  1.8%  in  2014.  Ttiis  would  cause  the 
MO  state  minimum  wage  to  go  from  S7.35  to  $7.45  in  2014,  and  from  S7.45  to  $7.60  in  2015.  Thus,  these  four  scenarios  model 
[Increases  above  a  minimum  wage  of  $7.60  per  hour.    


T 


Assumed  annual  population  growth:  0.686%  (MO  projected  average  annual  rate  from  2010  to  2015,  according  to  MO  Office  of 
Administration  http://oa.mo.gov/bp/projections/data.htm)   

Assumed  annual  wage  growth:  2.3%  (MO  annual  average  of  the  bottom  20%  of  wage  earners 
from  2002-2006  according  to  CPS  ORG) 


'•Total  estimated  worlters  is  estimated  from  the  2011  CPS  respondents  for  whom  either  a  valid  hourly  wage  is  reported  or  one  can 
be  imputed  from  weeltly  earnings  and  average  weekly  hours.  Consequently,  this  estintate  tends  to  understate  the  size  of  the  full 
.workforce. 

::zirz:xi:::xz::xzz,Jzzi:L_:_zizzz..:. 


Directly  Affected  workers  wil 
their  current  hourly  |iay. 


see  their  wages  rise  as  the  new  minimum  wage  rate  will  exceed 


Indirectly  affected  workers  have  a  wage  rate  just  above  the  new  minimum  wage  (between  the  new  minimum  wage  and  the  new 

minimum  wage  plus  the  dollar  amount  of  the  increase  in  the  previous  year's  minimum  wage).  They  will  receive  a  raise  as 


employer  pay  scales  are  adjusted 

upward  to  reflect  the  new  mlnlmuiD  wage. 

Total  annual  amountof  Increased  wages  for  directly  and  Indirectly  affected  workars. 

  1  1  1  .1  

!  .J   

GDP  and  job  stimulus  figures  utilize  a  national  model  to  estimate  the  GDP  Impact  of  workers'  increased  earnings.  Thus  the  total 
state  stimulus  may  be  lower  than  this  amount  because  workers  in  each  state  will  not  necessarily  spend  all  of  their  increased 
earnings  in-state.  However,  we  can  assume  that  most  of  the  increased  earnings  will  be  spent  in-state,  and  thus  most  of  the  jobs 
created  will  be  In-state.  Jobs  numbers  assume  full-time  employment  requires  $115,000  in  additional  GDP. 


Increased  economic  activity  from  these  additional  wages  adds  not  Just  Jobs  but  also  hours  for  people  who  already  have 
jobs  (work  hours  for  people  with  jobs  also  dropped  in  the  downturn).  Full-time  employment  takes  that  into  account,  by 
essentially  taking  the  number  of  total  hours  added  (including  both  hours  from  new  jobs  and  more  hours  for  people  who  already 
, have  jobs)  and  dividing  by  40,  to  get  full-time-equivalent  jobs  added. 

I        I  !  i  -  1   L   — L   i  IZ 


Job  impact  estimation  methods  can  be  found  in:  Hall,  Doug  and  Cooper,  David.  2012.  How  raising  the  federal  minimum  wage 
would  help  working  families  and  give  the  economy  a  boost.  Washington,  D.C.:  Economic  Policy  Institute. 

http://www.epi  .org/publication/ib341-raising-federai-minimum-wage/  and  Bivens.  Josh  L  2011.  Method  memo  on  estimating  the 
jobs  impact  of  various  policy  changes.  Washington,  O.C:  Economic  Policy  Institute,  http://www.epl.org/publication/methodology' 
lestlmatlng;jobs-impact/    _    _  _  _     


ISource:  EPI  Analysis  of  20tl  Current  Population  Surwy.  Outgol  ng  Rotation  Group 
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II.       Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases 
on  employment.  Opponents  often  claim  that  minimum  wage  increases  may  reduce  employinent 
in  a  state.  If  that  is  true,  then  those  employment  reductions  would  result  in  reductions  in  state 
income  and  sales  tax  revenue.  However,  review  of  the  most  credible  recent  empirical  research  on 
the  minimum  wage  shows  that  moderate  increases  in  the  minimum  wage  -  such  as  those  under 
consideration  here  -  have  had  no  discernible  impact  on  employment.  We  thus  conclude  that  it  is 
not  appropriate  to  project  that  the  proposed  initiative  petitions  would  result  in  any  detectable 
employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or  increases  in 
unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage. 
A  recent  meta-study  -  a  formal  statistical  study  of  studies  -  by  Doucouliagos  and  Stanley  (2009) 
reviewed  all  the  research  conducted  over  the  last  three  decades  on  the  employment  impact  of 
minimum-wage  increases  on  teenagers  in  the  United  States.  The  researchers  concluded  that  the 
minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low-wage 
workers.  Their  study  followed  a  rigorous,  peer-reviewed  procedure  and  has  the  advantage  of 
using  a  set  of  predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings 
across  studies  with  different  results. 

(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in 
Minimum-Wage  Research?  A  Meta-Regression  Analysis."  British  Journal  of  Industrial  Relations, 
vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently 
negligible  employment  impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to 
total  wage  costs,  minimum-wage  increases  are  small.  Second,  employers  and  workers  appear  to 
respond  to  minimum-wage  increases  in  many  ways  that  reduce  the  direct  cost  to  employers  and 
substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a  higher  minimum  wage  is  a  reduction  in 
turnover.  At  higher  wages,  employers  fill  vacancies  faster  and  retain  employees  longer,  boosting 
total  employment  and  average  productivity  per  worker  while  reducing  direct  and  indirect  training 
costs.  Dube,  Lester,  and  Reich  (201 2),  for  example,  examined  the  effect  of  the  minimum  wage  on 
labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially 
following  a  minimum  wage  increase..."  (p.  2)  Their  findings,  using  nationally  representative  data, 
are  consistent  with  local  case  studies  of  the  minimum  wage  and  related  "living  wage"  laws, 
including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco  city-wide  minimum 
wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 
homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San 
Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage 
Shocks,  Employment  Flows  and  Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research 
on  Labor  and  Employment.  Iittp:/  escholarship.oru/uc  ilem,  76n927ks;  Dube,  Arindrajit,  Suresh 
Naidu,  and  Michael  Reich.  2007.  "The  Economic  Effects  of  a  Citywide  Minimum  Wage." 
Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David.  2005.  "The 
Impact  of  Living  Wages  on  Employers:  A  Control  Group  Analysis  of  the  Los  Angeles 
Ordinance."  Industrial  Relations,  vol.  44,  no.  I,  pp.  84-105;  Howes,  Candace.  2005.  "Living 
Wages  and  the  Retention  of  Home  Care  Workers  in  San  Francisco."  Industrial  Relations,  vol.  44, 
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no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005.  "Living  Wage  Policies  at 
the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
l,pp.  106-138.) 

Employers  also  appear  to  respond  to  moderate  increases  in  the  minimum  wage  by  taking 
measures  to  boost  productivity.  Hirsch,  Kauftnan,  and  Zelenska's  (201 1)  study  of  the  impact  of 
the  federal  minimum-wage  increase  on  81  fast-food  restaurants  in  Georgia  and  Alabama,  for 
example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in  response  to 
the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to 
the  minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a  better 
attendance  and  on-time  record,  faster  and  more  proficient  performance  of  job  duties,  taking  on 
additional  tasks,  and  faster  termination  of  poor  performers."  (p.  27)  Roughly  the  same  share  of 
managers  said  that  they  sought  to  "boost  morale"  by  presenting  the  minimum-wage  increase  as  a 
"challenge  to  the  store"  and  using  this  as  a  way  "to  energize  employees  to  improve  productivity." 
(pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a 
minimum-wage  increase  may  function  as  a  "catalyst  or  shock  that  forces  managers  to  step  out  of 
the  daily  routine  and  think  about  where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T., 
Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage  Channels  of  Adjustment."  IZA 
Discussion  Paper  No.  61 32.  Germany:  Institute  for  the  Study  of  Labor. 
http://wvvw2.HSu.edu/~ecobth/lZA  HKZ  MinWageCoA  dp6132.Ddn 

A  higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions 
by  employers  to  increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the 
competitive-market  rate  may  elicit  greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and 
Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the  cost  to  workers  of  losing  their  job, 
potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of  being  fired. 
George  Akerlof  ( 1 982),  arguing  fi-om  a  more  sociological  point  of  view,  has  suggested  that 
workers  may  see  higher  wages  as  a  gift  from  employers,  leading  workers  to  reciprocate  by 
working  harder.  (Sources:  Shapiro,  Carl  and  Joseph  E.  Stiglitz.  1984.  "Equilibrium 
unemployment  as  a  worker  discipline  device."  American  Economic  Review,  vol.  74,  no.  3,  pp. 
433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal 
of  Economics,  vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  moderate  increase  in  the  Missouri  minimum  wage 
would  have  no  discernible  impact  on  the  employment  levels  of  low-wage  workers. 
Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any  resulting  decrease  in  sales  tax 
or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  -  both 
because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment 
insurance  costs  are  paid  for  by  employer  premiums,  and  so  are  ultimately  not  a  cost  to  the  state. 


III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the 
Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum 
wage  increases  would  be  unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of 
the  projected  wage  increases  on  state  and  local  sales  and  personal  income  tax  revenue  in 
Missouri.  We  project  both  the  direct  impact  of  the  four  minimum  wage  increase  scenarios  on 
such  tax  revenue,  and  the  additional  impact  through  a  GDP  multiplier  effect. 
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Component  1 :     Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to 
Increased  Wages 


Personal  Income  Tax  Revenue.  In  order  to  determine  the  projected  increase  in  personal  income 
tax  revenues  that  would  result  directly  from  the  increased  wages,  we  had  to  develop  assumptions 
about  the  effective  income  tax  rates  of  the  affected  workers.  We  made  the  following  assumptions 
with  respect  to  the  effective  tax  rate: 

1 .  That  25%  of  affected  workers  can  be  claimed  as  a  dependent  on  another  party's  Missouri 
income  tax  return  and  as  a  result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase 
in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one 
deduction  of  $2,100,  and  would  be  entitled  to  a  standard  deduction  of  $5,800.  This 
would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax. 

In  light  of  these  assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version 
can  be  calculated  as  follows:  (total  wage  increase  *  25%  *  6.0%)  +  (total  wage  increase  *  50%  * 
2.47%)  +  (total  wage  increase  *25%  *  0%). 

Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a  4.225%  state  sales  tax  on  those  items  that 
are  not  exempt  from  the  sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As 
a  result,  the  average  Missouri  net  sales  tax  rate  is  7.175%.  We  have  conservatively  estimated  that 
just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods  that  are  subject  to  state 
and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of 
the  petition,  we  estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased 
wages  would  be  as  follows: 


Component  1 :  Increases  in  Sales  and  Personal  Income  Tax  Rewnue  from  increased  Wages 

Version 

IVfinimum 
Wage 
Increase 
to 

Total  Wage 
Increase 

State  Sales 
Tax 

(4.225%) 

LxKal  Sales 
Tax 

(2.95% ) 

Total  Sales 
Tax  Re\enue 
Increase 

Personal 
income  Tax 
Revenue 
increase 

Total  Sales  and 
Personal 
income  Tax 
Revenue 
Increase 

5 

$8.40 

$135,290,000 

$1,429,001 

$997,764 

$2,426,764 

$3,700,182 

$6,126,946 

6 

$8.45 

$151,983,000 

$1,605,320 

$1,120,875 

$2,726,195 

$4,156,735 

$6,882,930 

7 

S8.50 

$169,11.3,0a) 

$1,786,256 

$1,247,208 

$3,033,464 

$4,625,241 

$7,658,705 

8 

$9.25 

$528,754,000 

$5,584,964 

$3,899,561 

$9,484,525 

$14,461,422 

$23,945,947 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the 

average  local  sales  tax  rate  in  Missouri  is  even  higher  at  3.53%.  See 

hllp://'taxfoundation.org/article/state-and-local-sales-taxes-midvear-2012 

If  one  uses  this  higher  rate,  total  revenue  increases  additionally  by  hundreds  of  thousand  dollars. 
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Component  2:  Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to 
Multiplier  Effect 

The  above  calculations  estimated  the  income  and  sales  tax  revenue  likely  to  be  generated  by  the 
direct  wage  increases  resulting  from  each  version  of  the  proposed  minimum  wage  increases.  In 
addition  to  those  direct  wage  increases,  economists  recognize  that  when  a  public  policy  change 
results  in  increased  consumer  spending,  that  spending  has  a  multiplier  effect  that  generates  more 
economic  activity,  increasing  the  Gross  Domestic  Product  (GDP).  Such  increases  in  GDP  are 
generally  understood  to  result  in  combination  of  new  jobs  or  expanded  hours  for  workers  (as 
businesses  bring  on  more  staff  to  meet  the  increased  consumer  demand),  and  increased  business 
income  (as  a  portion  of  the  increased  spending  is  retained  as  company  and  owner  profits). 

EPI  has  developed  a  formula  for  estimating  these  GDP  multiplier  effects  resulting  minimimi 
wage  increases.  See  Hall,  Doug  and  Cooper,  David.  2012.  How  raising  the  federal  minimum 
wage  would  help  working  families  and  give  the  economy  a  boost.  Washington,  D.C.:  Economic 
Policy  Institute.  http:'7w\vw.epi.ora'Publication/ib34l-raising-federal-minimum-wage/ ;  and 
Bivens,  Josh  L.  201 1.  Methods  memo  on  estimating  the  jobs  impact  of  various  policy  changes. 
Washington,  D.C.:  Economic  Policy  Institute.  hitp://www.epi.org''publication/methodoloev- 
estimating-jobs-impact/. 

Using  this  methodology,  EPI  has  estimated  the  GDP  increase  that  would  result  from  each  of  the 
four  versions  of  the  minimum  wage  petition.  See  Table  1  above.  We  estimate  that  70%  of  the 
increased  GDP  would  be  allocated  to  increased  worker  wages  (through  new  hiring  and  expanded 
hours).  That  in  turn  results  in  new  state  sales  tax  and  personal  income  tax  revenue,  following  the 
same  formula  that  we  used  above  in  Component  I. 


Based  upon  these  assumptions  we  estimate  the  following  impacts  from  the  multiplier  effect  on 
personal  income  tax,  and  state  and  local  sales  tax  revenues: 


Component  2:  Increases  in  Sales  and  Income  Tax  Revenue  Trom  Multiplier  Effect 

Version 

Minimum 
Wage 
Increase 
to 

GDP 
Increase 

Portion 
Allocated  to 
Wages 
(70%) 

State 
Sales  Tax 
(4.225%) 
on  25%  of 
Wages 

Local 
Sales  Tax 
(2.95%) 
on  25%  of 
Wages 

Personal 

Income 

Tax 

Revenue 
Increase 

Total  Tax 

Revenue 

Increase 

5 

S8.40 

$85,6.39,000 

$59,947,300 

$633,193 

$442,111 

$1,6.39,5.59 

$2,714,863 

6 

$8.45 

$96,205,000 

$67,343,500 

$711,316 

$496,658 

$1,841,845 

$3,049,819 

7 

$8.50 

$107,049,000 

$74,934,300 

$791,494 

$552,640 

$2,049,453 

$3,393,587 

8 

$9.25 

$334,701,000 

$234,290,700 

$2,474,6% 

$1,727,894 

$6,407,851 

$10,610,440 

Some  increased  GDP  would  result  in  increased  corporate  incomes.  We  have  not  calculated 
corporate  income  tax  revenues  because  only  a  small  percentage  of  Missouri  firms  report  taxable 
income  of  greater  than  $25,000.  See 

http://eparc.missouri.edu/Publication/llistTax/Section04/moct01.pdf 
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IV.  Additional  Considerations 


A  difficult  task  is  estimating  the  increased  state  and  local  government  wage  and  benefit  costs  that 
would  result  from  this  petition.  An  accepted  methodology  is  to  contact  the  state  and  local 
governmental  bodies  directly  and  have  them  report  their  actual  projected  wage  costs.  This  would 
be  the  cost  of  raising  the  wages  of  any  minimum  wage  state  or  local  employees  up  from  the  rate 
that  will  be  in  effect  under  current  law  as  of  January  2015,  which  is  currently  projected  to  be 
$7.60. 

However,  it  is  also  possible  to  generate  estimates  of  increased  state  and  local  government  wage 
costs  using  government  data.  But  because  of  the  very  small  number  of  Missouri  state  and  local 
government  workers  actually  surveyed  in  the  government  data  sets,  such  estimates  may  not 
accurately  capture  -  and,  in  fact,  may  substantially  overstate  -  the  likely  impact  on  state  and  local 
workforce  costs  of  the  proposed  petitions.  We  suggest  that  your  office  carefully  scrutinize  any 
such  estimates  that  may  be  submitted  and  qualify  them  with  appropriate  language. 

With  regard  to  the  possibility  of  lost  corporate  income  tax  revenue,  as  noted,  only  a  very  small 
percentage  of  Missouri  firms  report  taxable  income  of  greater  than  $25,000.  This  suggests  that 
any  claims  by  opponents  of  substantial  revenue  losses  are  overstated. 

*  *  * 

We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the 
petitions. 

Respectfully  submitted, 


Lara  Granich 

Missouri  Jobs  with  Justice 
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Edward  D.  Greim  provided  information  as  an  opponent  of  this  initiative  petition. 

He  said  he  is  submitting  this  fiscal  impact  statement  as  an  opponent  of  Initiative 
Petitions  2014-14  through  -17.  These  initiatives  would  have  a  substantial  negative  fiscal 
impact  on  state  and  local  governments.  In  March  2012,  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage 
increases,  prepared  a  detailed  study  regarding  the  impact  of  a  minimum  wage  increase  to 
$8.25  per  hour.  That  study  is  attached  here  as  Exhibit  A.  Dr.  Macpherson  concluded  that 
state  and  local  entities  would  pay  out  $16  million  in  increased  wages.  Dr.  Macpherson 
estimated  that  the  net  state  and  local  fiscal  impact  would  range  from  a  loss  of  over  $22 
milUon  to  a  loss  of  $13  milUon.  Based  on  Dr.  Macpherson's  methodology,  which  was  not 
seriously  questioned  even  by  his  opposing  expert  in  litigation  earlier  this  year,  the  even 
higher  increases  proposed  by  Petitions  2014-14  through  -17  would  have  even  higher 
negative  fiscal  impacts. 

Proponents  of  the  petition  may  again  rely  on  data  from  political  activist  groups  who  claim 
that  increases  in  the  minimum  wage,  no  matter  how  great,  simply  create  new  taxable 
income.  But  as  even  the  proponents'  expert  admitted  in  his  testimony  earlier  this  year, 
those  groups  approach  the  issue  with  a  political  bias.  See  Exhibit  B.  Further,  that  sort  of 
analysis  only  examines  one  side  of  the  equation — workers'  collection  of  increased 
wages — without  considering  the  other  side  of  the  equation — ^that  Missouri  businesses 
have  to  pay  those  wages,  lowering  their  taxable  income  and,  at  times,  causing  them  to 
forego  hiring  or  to  cut  employment.  In  any  analysis  of  secondary  employment  and  tax 
revenue  effects,  the  Auditor  should  refrain  from  reviewing  only  half  of  the  wage- 
employment  equation. 

Additionally,  as  the  Auditor  recognized  at  trial  last  year,  the  most  important  and  most 
direct  effect  of  a  minimum  wage  increase  is  the  amount  of  increased  wages  that  will 
actually  be  paid  by  state  and  local  entities.  At  the  same  time,  the  Auditor  is  now  aware  that 
only  a  very  few  of  the  hundreds  of  state  and  local  agencies  and  entities  who  actually 
employ  minimum  wage  workers  will  provide  fiscal  impact  estimates.  A  more 
direct — and  far  more  accurate — method  of  calculating  the  direct  fiscal  impact  of  a 
wage  increase  is  to  use  the  actual  number  of  minimum  wage  workers  who  work  for 
state  and  local  government  as  calculated  by  the  U.S.  Census  Bureau's  CPS.  The 
Auditor  should  augment  the  purely  anecdotal  "fiscal  note"  responses  of  state  and 
local  entities  with  this  more  accurate,  robust,  and  fair  estimate. 


He  provided  the  following  information. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Camahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  un&ir.  I  was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A  more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  uicome  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,9 1 9,327; 

(6)  during  the  first  year:  state  and  local  gov^nments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
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range  fiom  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 

The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  11.  Section  III  describes  the  data  and  records  I  relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  Impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A  sunmiary  and  my  conclusions  are  provided  in 
Section  VI. 

n.  Qualifications 

I  am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I  was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I  have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I  have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I  am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a  peer-reviewed  journal.  I  have  also  served  as  a  reviewer  or  'referee' 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I  am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I  have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I  have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I  routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analj^cal  work.  I  have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I  have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintlCfs  and  defendants. 

Details  of  my  qualifications  are  reflected  m  my  current  resume  and  le^  cases, 
attached  as  Appendix  A  to  the  report, 
m.     Data  and  Records 

I  reviewed  the  following  materials  in  preparing  this  report. 

•  PlaintifiFs  Complaint 

•  Material  cited  in  footnotes  below. 

IV.     Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  fi*om  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  tiiat  the  state  minimum  wage  be  automatically  mcreased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimimi  wage.  Initiative  petition 
2012-085  does  not  have  such  a  linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  wll  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
mo^ase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


'  Information  about  the  minimum  wage  in  Missouri  is  available  at 
http://www.labor.mo.gov/DLS/minimumwage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration' s  (OA)  Division  of 
Personnel  reported  that  as  of  September  20 11  there  were  834  state  workers  who  would  be 
aSected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  "approximate  aimual  cost" 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  ¥sir  ^ployees.  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor's  siarvey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,182. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
ina:ease  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  fix)m  the  U.S.  Census  Bureau's  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I  calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I  defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I  also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costt  —  ($8.25  —  current  wage{)  *  weekly  hourSi  *  52.^ 
The  average  annual  wage  cost  increase  was  $870. 1  summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 

minimum  wage  increase  wdll  be  1.0765  times  $14,866,430  or  $16,003,712. 


^  I  assume  that  persons  repordng  an  hourly  wage  rate  between  $7.00  and  $7J24  are  actually  eaming  $7.25 
per  hour. 
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C  UnemplovmetTt  Benefit  Impact 

The  higher  mimmum  wage  will  cause  fiims  to  reduce  their  level  of  employment^ 
As  a  result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  unportant 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  ^  a  result  of  the  minimmn  wage  increase. 

To  calculate  the  cost  to  the  unemplojonent  benefits  program,  I  first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I  calculated  a  probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  201 1  ORG  CPS: 

Probability  Job  Loss ;  =  t$8.25-  current  wage^  ^  elasticity i. 

*  Current  Wagei 

I  used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a  high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I  assumed  an  elasticity  of 
zero.^  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of 5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.36^  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.*  TTius,  each  eligible  unemployed  worker  could  receive  a  total  of  $2,187.20  in 

'  For  a  survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

*  Joseph  J.  Sabia  and  Richard  V.  Buridiauser,  "Minimum  Wages  and  Poverty:  Will  a  $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?"  Southern  Economic  Journal  (January  2010):  592-623. 
^  http://www.labor.mo.gov/DES/Claims/calculator.asp 

*  See  http://vmw.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a  job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don't  apply  for  benefits  even  though  they  are  eligible.  I  assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
byWenggr(2001).'^ 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  jdelds  a  figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  infiation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  imemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tax  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


^  JefFery  Wenger.  "Divided  We  Fall:  Deserving  Workers  Slip  dirough  America's  Patchwork 
Unemployment  Insurance  System."  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amomit  of  unemployment  benefits  generated  by  a  minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I  again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I  defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.*  I  vised  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

ATax  RevenuBi  =  (Taxjifteri  -  Tax_Beforei)  ~  Prob Job_LosSi  *  Tax_Beforei, 
y/bere  Tax_Afteri  is  the  income  tax  paid  by  worker  i  after  the  minimum  wage  increase. 
Tax_Beforei  is  the  income  tax  paid  by  worker  i  after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.'  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person's  tax  return.  As  a  result,  it  was  assumed  that  the  affected 
workers'  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.^''  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Hius,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a  rate  of  6%. 

*  I  again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker's  wage  rate  times  usual  weekly 
hours  worked  times  52. 

'  The  same  assumptions  are  tised  in  the  State  Auditor's  fiscal  notes  for  the  initiatives. 

'°  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  imder  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a  dependent  on  another  person's  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  uicome  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1^965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.^^  Thus,  the  net  increase  in  individual  Income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  hi^er  labor  costs  of  a  higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1  ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,1 10  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.'^  Alternatively,  if  half  of  the  hi^er  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


"  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 
The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/biisiness/corporate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  Impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  vfsis  calculated  xsiag  the  2010-201 1  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tdx  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of7.67%  or  $2,919,327.*^ 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spendmg  by  business  owners. 

VI.     Summary  and  Conclusions 

I  was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A  more  inclusive  estimate 
mdicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

"  The  same  general  approach  is  used  in  the  State  Auditor's  fiscal  notes  for  the  initiatives. 
"  The  average  rate  comes  from  fattp://taxfoundation.org/news/show/27023.html 
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unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

during  the  first  year:  state  and  local  governments  will  incur  increased  costs 

of  $20,401,222;  the  change  in  state  and  local  govermnent  revenue  will 

range  from   -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 

government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 
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Ste|dienson  and  Gauri  Prakash-Canjels. 

"Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  Southern 
Economic  Journal,  forthcoming,  April  2012,  with  William  Even. 

"Growth  of  Participant  Direction  in  Defmed  Contribution  Plans,"  April  2010,  pp.  190- 
208,  Industrial  Relations,  with  William  Even. 

"Managing  Risk  Caused  by  Pension  Investments  in  Company  Stock,"  National  Tax 
Journal,  September  2009,  pp.  439-453,  with  William  Even. 

"Pension  Investments  in  Employe  Stock,"  Journal  of  Pension  Economics  and  Finance, 
March  2008,  pp.  67-93,  with  William  Even. 

"Defined  Contribution  Plans  and  the  Distribution  of  Pension  Wealth,"  Industrial 
Relations,  July  2007,  pp.  551-581,  with  William  Even. 

"Lost  Profits  Damages  to  New  Businesses:  Adjusting  for  Survival,"  Journal  of  Business 
Valuation  and  Economic  Loss  Analysis,  October  2006,  pp.  1-12,  with  Stanley 
Stephenson. 

"Determinants  and  Effects  of  Employer  Matching  Contributions  in  4010c)  Plans," 
Industrial  Relations,  July  2005,  pp.  525-549,  with  William  Even. 

"When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?"  Southern  Economic 
Journal,  July  2004,  pp.  182-200,  with  William  Even. 

"Company  Stock  in  Pension  Funds,"  National  Tax  Journal,  June  2004,  pp.  299-313,  with 
William  Even. 

"Wages,  Sorting  on  Skill,  and  the  Racial  Composition  of  Jobs,""^  Journal  of  Labor 
Economics,  January  2004,  pp.  189-2 10,  with  Barry  Hirsch. 

"Racial  and  Ethnic  Differences  in  Pension  Wealth,"  Research  in  Labor  Economics,  2003, 
pp.  203-226,  with  William  Even. 

"Do  Terminated  Employees  Catch  Up?  Evidence  From  the  Displaced  Worker  Survey," 
Journal  of  Forensic  Economics,  Spring/Summer  2003,  pp.  185-199,  with  Michael  Piette. 
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"Union  Membership  and  Coverage  Database  from  the  Current  Population  Survey:  Note," 
Industrial  and  Labor  Relations  Review,  January  2003,  pp.  349-354,  with  Barry  Hirsch. 

"The  Wage  and  Employment  Dynamics  of  Minimum  Wage  Workers,"  Southern 
Economic  Journal,  January  2003,  pp.  676-690,  with  William  Even. 

"State-Level  Estimates  of  Union  Density,  1964  to  Present,"  Monthly  Labor  Review,  July 
2001,  pp.  51-55,  with  Barry  Hirsch  and  Wayne  Vroman  (accompanying  data  online). 

"The  Changing  Distribution  of  Pension  Coverage,"  Industrial  Relations,  April  2000,  pp. 
199-227,  with  William  Even. 

"Occupational  Age  Structure  and  Access  for  Older  Workers,"  Industrial  and  Labor 
Relations  Review,  April  2000,  pp.  401-418,  with  Barry  Hirsch  and  Melissa  Hardy. 

"Earnings,  Rents,  and  Competition  in  the  Aurline  Labor  Market,"  Journal  of  Labor 
Economics,  January  2000,  pp.  125-155,  with  Barry  Hiisch. 

"Estimating  Wage  Differentials:  When  Does  Cost-of-Living  Matter?"  Economic  Inquiry, 
October  1999,  pp.  577-598,  with  Mike  DuMond  and  Barry  Hirsch. 

"Worker's  Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  Industrial  and 
Labor  Relations  Review,  January  1997,  pp.  213-236,  with  Barry  Hirsch  and  Michael 
DuMond. 

"Pensions  and  Training,"  Industrial  Relations,  January  1997,  pp.  81-96,  with  Stuart 
Dorsey. 

"The  Consequences  of  Indexing  Minimum  Wages,"  Coraenporary  Economic  Policy, 
October  1996,  pp.  67-77,  with  William  Even. 

"Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  Industrial  and  Labor 
Relations  Review,  July  1996,  pp.  with  William  Even. 

"The  Consequences  of  Non-FICA  Status  in  State  and  Local  Pensions,"  Proceedings  of 
National  Tax  Association  Meetings,  1996,  with  William  Even. 

"Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  Journal  of  Labor 
Economics,  July  1995,  pp.  426-471,  with  Barry  Hmsch. 

"Employer  Size  and  Compensation:  The  Role  of  Worker  Characteristics,"  Applied 
Economics,  September  1994,  pp.  897-907,  with  William  Even 

"Gender  Differences  in  Pensions,"  Journal  of  Human  Resources,  Spring  1994,  pp.  555- 
587,  with  William  Even. 
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"Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?",  Industrial  and  Labor 
Relations  Review,  April  1994,  pp.  439-453,  with  William  Even. 

"Unionism  and  Gross  Employment  Flows,"  Southern  Economic  Jovmal,  January  1994, 
pp.  427-438,  with  Timothy  Dunne. 

"The  Decline  of  Private-Sector  Unionism  and  the  Gender  Wage  Gap,"  Journal  of  Human 
Resources,  Spring  1993,  pp.  279-296,  with  William  Even. 

"Union  Membership  and  Coverage  Data  Available  From  the  Current  Population  Surveys: 
Note."  Industrial  and  Labor  Relations  Review,  April  1993,  pp.  574-578,  with  Barry 
Hirsch. 

"Employer-Provided  Retiree  Health  Insurance:  Who  is  Covered?"  Economics  Letters, 
May  1992,  pp.  95-99. 

"Union  Wage  Differentials  and  the  Effects  of  Industry  and  Local  Union  Density: 
Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1 164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hu^ch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  Intemation^d  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 

"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business,  Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  James  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284, 

"Unionism  and  the  Diq)ersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

"The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,"  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCuUough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

"A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,"  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

"A  Comparison  of  Hurricane  Loss  Models,"  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
3 1-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

"A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,"  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patridc  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

"The  History  of  Property  Tax  Capitalization  in  Real  Estate,"  Journal  of  Real  Estate 
Literature,  Issue  3  2008,  pp.  327-343,  with  Dean  Gatzlaffand  Stacy  Sirmans. 

"Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,"  Journal  of  Real  Estate 
Literature,  Issue  2  2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

"The  Title  Insurance  Industry:  Examining  a  Decade  of  Growth,"  Journal  of  Insto'ance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

"The  Value  of  Housing  Characteristics:  A  Meta  Analysis"  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 

"The  Composition  of  Hedonic  Pricing  Models,"  Journal  of  Real  Estate  Literature,  Issue 
1  2005,  pp.  3-43,  with  Stacy  Skmans. 
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"The  State  of  Affordable  Housing,"  Journal  of  Real  Estate  Literature,  Issue  2  2003,  pp. 
133-155,  with  Stacy  Sirmans. 

"Affinity  Programs  and  Real  Estate  Brokerage,"  Journal  of  Real  Estate  Research^ 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

"Neighborhood  Diversity  and  House  Price  Appreciation,"  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

"Forecasting  Seniors  Housing  Demand  in  Florida,"  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

"Improving  Pension  Coverage  at  Small  Firms,"  with.  William  Even,  in  Overcoming 
Barriers  to  Entreprenewship,  ed.  Diana  Furchtgott-Roth,  Rowman  &  Litdefield,  2008. 

"Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions"  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

"Living  Wage  Laws  and  the  Case  for  a  Targeted  Wage  Subsidy,"  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

"Benefits  and  Worker  Productivity,"  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children's  Effects  on  Women's  Labor  Market  Attachment  and  Earnings,"  with  WiUiam 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

"Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,"  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parhain,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Venna,  University  of  Toronto  Press,  2001. 

"The  Effect  of  a  Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,"  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Worlforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a  Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Wort  A  Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

"Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,"  with  Tim  Salmon  and  Kislaya  Prasad,  imder  review.  Journal  of  Business 
and  Economic  Organization 

"What  Do  Unions  Do  to  Pension  Performance?"  with  William  Even,  September  20 11, 
under  revision 

"Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage"  March  201 1, 
with  Barry  Hirsch  and  John  Winters. 

"The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment," 
with  William  Even,  under  revision,  July  2010. 

"Participant  Direction  in  Defined  Contribution  Plans,"  April  2006,  with  William  Even, 
under  revision. 

"Do  Pensions  Impede  Phased  Retirement?"  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

"An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,"  under  rewie-w  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCulIough,  and  Cassandra 
Cole. 

"The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,"  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleoi  McCulIough. 


Funded  Projects 
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Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
"Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,"  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
"Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self-Selection,"  with  Tim 
Saknon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Hiomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aguig  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  "Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,"  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  "Aflfordability 
Index,"  with  Ste&n  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  "Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Simians. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
"Forecasting  Housing  Demand  in  Florida,"  with  Stacy  Sirmans. 

University  of  South  Carolma,  4/1999-1 1/1999,  $10,000,  "Forecasting  Housing  Demand 
in  South  Carolina,"  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  "Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course." 

TIAA-CREF,  8/1998-8/1999,  $23,000,  "Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A  Case  Study  of  Pension  Choices  in  Higher  Education,"  with  Melissa 
Hardy  and  Larry  Hazehigg. 

Florida  Department  of  Biwiness  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
"Forecasting  Seniors'  Demand  for  Housing  in  Florida,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
"Housing  Price  Appreciation  in  Orlando  and  Tampa,"  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  "Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course." 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
"Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  401(k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfere  and  Benefit  Administration,  3/1996-6/1997, 
$1 5,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Comwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Woricplaces,"  part  of  a  service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator  (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfere  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Admmistration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retu^e  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  ChaUenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declinmg  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  "Employee  Turnover  in  the  Long-Term  Care  Industry,"  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,"  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  "The  Risk  and  Return  of  Pension  Investments  in  Btnployer  Stock,"  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  "Replacing  Eamings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,"  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  "Labor  Market  Transitions  of  Older  Workers,"  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  HirscL 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 

Participation  in  Regional  Meetings 
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Presented  "Unions  and  Pension  Performance:  The  Role  of  Pension  Design,"  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  "Recent  Federal  Reserve  Policy;  An  Evaluation"  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  "Topics  in  Health  Economics,"  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  "Teacher  Pay,  Principals,  and  Schooling,"  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  "Pensions  and  Retirement"  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,**  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  "Do  Pensions  Impede  Phased  Retirement?"  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  "When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?"  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  "How  Will  tiie  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?"  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  "Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,"  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Mluencing  Participation  and  Contribution  Levels  in  401  (k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
PoUcy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southem  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southem  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Inamigrants,"  at  the  Southem  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southem  Economic 
Association  meetings,  Novemb^  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southem  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  "Teaching  Macroeconomics  During  Troubled  Times,"  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,"  at 
Pennsylvania  State  University,  April  2010. 

Presented,  "The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today"  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  "Minimum  Wage  &  EITC"  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Lehigh  University, 
April  2009. 
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Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  'The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Trinity  University,  October  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Georgia  State  University,  April  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 

Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  "Improving  Pension  Coverage  at  Small  Finns,"  at  Hudson  Institute,  May 

2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Society  of  Labor 
Economics  meetings.  May  2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposiimi  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  "The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,"  at  West 
Virginia  University,  April  2005. 

Presented,  "The  Risk  and  Return  of  Pension  Investmente  in  Employer  Stock,"  at  the 
University  of  Kentucky,  November  2004. 

Presented,  "The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,"  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  "The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,"  at  the  University  of  Oklahoma,  February  2004. 

Presented,  "Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?"  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  "How  Will  the  Growth  of  DC  and  401  (k)  Plans  Afifect  Pension  hicome?"  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  "Benefits  and  Worker  Productivity,"  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  "Using  Hi-Tech  in  Large  Lectures,"  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  "Employee  Participation  in  401(k)  Plans,"  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  "Gender,  Race,  and  Ethnicity  in  the  Labor  Market,"  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children's  Effects  on  Women's  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  ui  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  uithe  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Lidividual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  bistitute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
tiie  Summer  histitute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  DecUne  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonnmon  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry.  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Jottrnal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Gxeensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  Univrasity  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsui- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical.  Trinity,  Fall  201 1. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who 's  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 


31 


Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 
Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 

Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a  "Favorite  Professor 
Award"  in  Falll  990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  201 1- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-2011 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 

Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 

Economics  Department  Conmiittees: 


32 


Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 

Member,  Undergraduate  Economics  Committee,  Fall  1998- 

Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 

FaU  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 

Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph,D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 

Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 
Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1996,  Spring  2000,  Spring  2001,  Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 
Recruiting  Committee,  Department  of  Economics,  1990-92. 
Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Charter  Advisor,  1988-89. 
Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 
Omicron  Delta  Epsilon  Advisor,  1 987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  LeelaHebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Cramiell,  2000 
Member,  Mark  Plotmck,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 

Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-MalM,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J.  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 .  Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3 .  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrotigful 
termination;  2008;  Case  No:  01-554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
SDivision;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1:07- 
CV-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPMAVCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G  &  S  Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northem  District  of  Florida;  gave 
deposition;  wrongful  mjury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northem  District  of  Florida;  gave 
deposition;  wrongfiil  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Paokey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1:09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-0150-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H  &  R  Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty;  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongfiil 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
mjury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Coixrt  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  201 1 . 
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22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  201 1 . 

23.  LUlie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongfiil  death;  201 1;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
201 1;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  lO-CA-2429 


Michael  P.  Kelsay,  Ph.D. 

April  24,  2012 
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1  Q.   Did  you  talk  with  Mr.  Grant  or  Ms.  Haggard 

2  in  preparing  for  this  deposition? 

3  A.   I  had  a  conference  call  vAfb.  both  of  them 

4  yesterday  afternoon. 

5  Q.  And  generally  whenever  you've  wanted  some 

6  information  or  a  report  or  data,  have  you  been  able 

7  to  receive  it? 

8  A,    From  them? 

9  Q.   From  them. 

10  A.  I'm  not  sure  what  kind  of  data  you're 

11  talking  about. 

12  Q.   Well,  let  me  just  ask  you  have  they  given 

13  you  everything  youVe  asked  for? 

14  A.  Yeg. 

15  Q.   £k>  if  8  £iir  for  me  to  assume  that  if 

1 6  there's  something  you  didn't  look  at,  it's  not 

17  because  they  didn't  give  it  to  you.  It's  because 

1 8  you  didn't  ask  for  it  from  them? 

19  A.  Yes. 

20  Q.  Okay.  I  want  to  mop  up  a  couple  of  things 

21  on  your  qualifications.  I  don't  see  that  you  teach 
2  2     any  classes  on  labor  economics. 

23  A.  Correct. 

24  Q.   And  you  know,  at  one  point  opposing 

2  5     counsel  told  me  that  a  labor  economist  was  being 
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1  A.  No. 

2  Q.   Doyouknowwho  Jobs  with  Justice  is? 

3  A.   Not  really.  I've  heard  of  them,  but  I've 

4  never  talked  to  them,  or  they  have  talked  to  me. 

5  Q.   How  about  the  Economic  Policy  Institute? 

6  Any  interaction  wifli  them  befbre  you  were  retained? 

7  A.  No. 

8  Q.   Do  you  know  what  the  Economic  Policy 

9  mstituteis? 

10  A.   It's  my  understanding  and  general  sense  is 

11  that  it  publishes  work  on  policy  aspects  aenm  the 

12  wide  spectrum  of  issues. 

13  Q.    Have  you  detected  any  political  leanings 

14  in  EPIs,  for  lack  of  —  so  I  don't  have  to  say  it 

1 5  over  and  over  again  -  in  EPI's  publications? 

16  A.   Could  you  repeat  that? 

17  Q.    Sure.  Have  you  detected  any  political 

lo        Icalling  in  Ctrl  9  pilDllCallUllB  I 

19  A.   Well,  in  terms  of  what  small  sample  of 

20  giuff  r ve  reviewed  for  them,  they  have  a  policy  of 

2 1  leaning  towards  lower  wage  people,  issues  of  incom 

22  and  equality  and  the  like, 

23  Q.    Do  you  think  it's  important  to  consider 
2  4     political  bias  of  sources  that  you  rely  upon? 
25        A,    Ycafi,  1  believe  it  is. 
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1  retained.  I'm  not  sure  if  they  were  talking  about 

2  you  or  ifthey  didn't  know  who  you  were  yet.  Are 

3  you  a  labor  economist? 

4  A.   I  believe  I  am. 

5  Q.    What  makes  a  labor  economist? 

6  A.   Working  in  a  variety  of  different 

7  labor-related  issues  over  the  past  decade. 

8  Q.   Now  befbre  the  last  decade  it  looks  like 

9  most  of  your  work  was  with  environmental  and  waste 

10  disposal  issues;  is  that  right? 

11  A.  Yeah,  that's  correct.  That's  what  my 

12  dissertation  was  in. 

13  Q.  You've  never  given  expert  testimony  on  the 

1 4  minimum  wage  before,  correct? 

15  A.  Correct. 

16  Q.   You've  never  had  a  publication  in  a  peer 

17  reviewed  journal? 

18  A.  No. 

19  Q,    Okay.  And  no  publication,  I  guess,  in  a 

20  peer  reviewed  journal  on  the  minimum  wage? 

21  A.  No. 

22  Q .   Have  you  had  any  contact  or  interaction 

2  3     with  NBLK  before  you  were  retained  in  this  matter? 

24  A.  No. 

25  Q.   With  Jobs  with  Justice? 
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1  Q .   How  did  you  choose  ~  let's  move  to  your 

2  index  of  materials. 

3  (Whereup(»i,  Deposition  Exhibit  Number  3  was  market 

4  by  die  reporter  for  identification.) 

5  Q.    (BY  MR.  GREIM)  Okay.  We've  maiked  that 

6  as  Exhibit  3.  First  of  all,  who  prepared  Exlubit  3? 

7  MR.  GRANT:  What  are  you  looking  at, 

8  Eddie? 

9  MR.  GREIM:  Tlte  articles  relied  upon 

10  by  Dr.  Kelsay. 

1 1  MR,  GRANT:  Is  tliat  the  index  or  -- 

1 2  MR.  GREIM:  It's  Numbered  1  through 

13  19,  and  the  title  is  "Documents  Relied  Upon  by 

14  Dr.  Kelsay," 

15  MR.  GRANT:  Okay. 

1 6  Q.   (BY  MR.  GREIM)  Who  prepared  this 

17  document? 

1  o       A.   I  did. 

19  Q.   Wlien  did  you  prepare  it? 

20  A.    I'd  have  to  look  at  my  e-mails  to 

2 1  determine  that. 

22  Well,  I  received  a  copy  of  an  e-mail  dated 

2  3     April  Ah,  and  It  said,  "Could  I,  by  early  next 

2  4     week,  send  me  an  Index,"  so  I  would  guess  if  s  a 
25     week  or  so  later. 
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JAY  E,  SUDDRETH  &  ASSOCIATES,  INC. 
Toll  Free:  (800)466-2580  Local:  (913)  492-0111  or  (816)471-2211 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Health 
and  Senior  Services,  the  Department  of  Public  Safety,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin, 
the  City  of  Kansas  City,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  Rockwood  R-VI  School  District,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

hicreased  state  and  local  government  costs  for  wages,  operating  expenses,  and  programs 
could  exceed  an  estimated  $63  million  annually.  State  and  local  government  income  and 
sales  tax  revenue  could  increase  by  an  estimated  $9.9  milhon  annually. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-016) 

Subject 

Initiative  petition  from  Lara  Granich  regarding  a  proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  December  10,  2012) 

Date 

December  31,  2012 
Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St,  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Lara  Granich  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 


Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State  Auditor's 
office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  they  are  deferring  to  the  Office 
of  Administration  -  Division  of  Budget  and  Planning  for  the  fiscal  impact  on  the 
minimum  wage  provisions  of  this  petition.  There  is  no  fiscal  impact  to  their  department 
from  the  other  portions  of  the  petition. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  legislation. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
they  defer  to  the  Office  of  Administration  -  Division  of  Budget  and  Planning. 

Officials  from  the  Department  of  Higher  Education  indicated  they  assume  that  in 
addition  to  direct  personnel  costs  estimated  by  the  Office  of  Administration  for  this 
request  for  state  employees,  the  proposal  would  have  an  unknown  negative  fiscal  impact 
on  their  department  as  its  provisions  would  most  Ukely  result  in  an  unknown  cost 
increase  for  products  and  services  purchased  by  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Admirrisfration  -  Division  of  Budget 
and  Planning  for  response  to  this  petition  regarding  their  employee  cost  as  it  relates  to 
raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  then- 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Adminisfration  -  Division  of  Budget  and  Planning. 

Officials  from  the  Department  of  Natural  Resources  indicated  that  per  instructions 
from  the  Office  of  Administration,  they  defer  to  them  for  statewide  response  to  this 
initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  they  have  no  impact  for  this 
initiative  petition. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 


Officials  from  the  Department  of  Revenue  indicated  employees  of  their  department  that 
would  potentially  be  affected  by  this  initiative  petition  would  be  our  temporary  Tax 
Season  Employees. 

An  increase  in  minimum  wage  to  $8.50  would  be  a  $1.00  increase  for  all  employees  that 
receive  the  current  minimum  wage.  A  $1.00  increase  would  result  in  an  increase  on  their 
departments'  personal  services  budget  (Taxation's  temporary  tax  season)  by 
approximately  $41,400  per  year. 

Officials  from  the  Department  of  Social  Services  provided  the  following  division 
comments: 

Officials  from  the  Division  of  Youth  Services  (DYS)  indicated  a  total  estimated  net  effect 
on  all  funds  for  fiscal  year  2015  of  (unknown  >  $21,800/$43,600)  and  for  fiscal  year 
2016  of  (unknown  >  $43,600/$87,200). 

They  provided  the  following  comments: 

This  petition  would  impact  the  Division  of  Youth  Services  in  several  ways.  The  division 
has  a  work  experience  program  which  youth  are  employed  at  minimum  wage  in  various 
work  activities.  This  legislation  would  decrease  the  number  of  youth  who  could 
participate  in  the  program  and/or  the  number  of  hours  worked  per  youth. 

The  division  has  32  residential  facilities  and  8  day  treatment  facilities.  These  faciUties 
purchase  a  variety  of  goods  and  services.  An  increase  in  minimum  wage  would  lead  to 
an  increased  cost  of  goods  and  services.  According  to  Econ  Papers.  RePEc.  06, 
November,  2012.  http://econpapers.repec.org/paper/agsuersab/33598.htm,  a  bulletin  from 
the  United  States  Department  of  Agriculture,  Economic  Research  Service,  states  for 
every  $.50  increase  in  minimum  wage,  food  prices  would  increase  less  than  one  percent 
from  food  stores  and  one  percent  at  eating  and  drinking  establishments  if  the  total 
increase  is  passed  on  to  consumers. 

This  could  lead  to  an  impact  of  approximately  $43,600  yearly  to  the  division  if  the 
minimum  wage  were  set  at  $8.40,  $8.45,  or  $8.50  (approximately  a  $1.00  increase  over 
the  existing  rate  of  $7.35,  effective  1/1/13).  The  fiscal  impact  would  be  approximately 
doubled  ($87,200)  if  the  minunum  wage  were  to  be  set  at  $9.25  ($9.25  -  $7.35  =  $1.90 
increase). 

The  division  assimies  there  will  be  increased  prices  of  other  goods  and  services,  however, 
is  unable  to  calculate  the  increase. 

Officials  from  the  Division  of  Youth  Services  spent  $2,179,988  for  food  related  items  in 
fiscal  year  12.  If  the  minimum  wage  increase  lead  to  a  1%  increase  in  cost  per  $.50 
increase  in  minimum  wage,  the  annual  impact  would  be  $43,600  at  the  $8.40,  $8.45,  and 
$8.50  levels  and  $87,200  at  the  $9.25  level. 


It  is  assumed  other  product  and  service  cost  would  increase;  however,  the  amount  is 
unknown,  therefore  the  Division  estimates  an  impact  of  unknown  but  greater  than 
$43,600  for  IP  14-014,  IP  14-015,  and  IP  14-016  and  $87,200  for  IP  14-017. 

If  any  of  these  initiative  petitions  were  to  pass,  the  new  minimum  wage  rate  would  be 
effective  January  1,  2015.  Therefore,  in  FY  15  only  half  the  estimated  annual  impact 
($21,800  or  $43,600)  is  shown  on  the  accompanying  spreadsheet. 

DYS  food  expenses  are  paid  from  three  funds:  8%  from  General  Revenue;  58%  from 
0610  (federal  funds)  and  34%  from  0620  (DSS  educational  improvement  fund). 

The  Children's  Division  (CD)  indicated  a  total  estimated  net  effect  on  all  funds  for  fiscal 
year  2015  of  unknown  and  for  fiscal  year  2016  of  unknown. 

They  provided  the  following  comments: 

Section  209.502  may  impact  the  Children's  Division  in  two  ways:  Eligibility  for  the  child 
care  program,  and  costs  charged  by  vendors  who  employ  people  paid  minimum  wage. 

This  section  would  increase  the  amount  of  gross  income  received  by  some  participants  of 
the  Children's  Division  child  care  program.  The  CD  is  unable  to  determine  how  many 
participants  may  be  affected  by  raising  the  state  minimum  wage  to  $8.50  per  hour. 
However,  since  the  child  care  program  is  income  based,  this  may  result  in  some 
participants  who  receive  the  higher  state  minimum  wage  to  now  exceed  the  income 
limits,  which  would  result  in  loss  of  child  care  program  benefits.  Some  participants  who 
receive  the  higher  state  minimum  wage  may  continue  to  be  eligible  for  benefits,  but  at  a 
reduced  level. 

Vendors  may  also  be  impacted.  While  some  vendors  with  whom  the  Children's  Division 
contracts  may  employ  individuals  who  are  paid  minimum  wage,  CD  would  not 
automatically  increase  rates  paid  to  those  contractors  as  a  result  of  this  legislation.  It 
could  be  expected;  however,  that  at  the  times  such  contracts  were  re-bid,  vendors  would 
increase  their  pricing  to  cover  such  an  increase. 

The  Children's  Division  does  not  expect  to  be  immediately  fiscally  impacted  by  the 
changes  proposed  in  this  initiative  petition. 

Officials  from  the  Family  Support  Division  (FSD)  indicated  a  total  estimated  net  effect 
on  all  funds  for  fiscal  year  2015  of  unknown  and  for  fiscal  year  2016  of  unknown. 

They  provided  the  following  comments: 

Section  209.502  would  increase  the  amount  of  gross  income  received  by  some 
participants  of  the  Family  Support  Division's  programs.  The  FSD  is  unable  to  determine 
how  many  participants  may  be  affected  by  raising  the  state  minimum  wage  to  $8.50  per 
hour.  However,  since  these  programs  are  income  based,  this  may  result  in  some 


participants  who  receive  the  higher  state  minimum  wage  to  now  exceed  the  income 
hmits,  which  would  result  in  loss  of  program  benefits.  Some  participants  who  receive  the 
higher  state  minimum  wage  may  continue  to  be  eligible  for  program  benefits,  but  at  a 
reduced  level.  These  programs  include,  but  are  not  Umited  to: 

•  Food  Stamp  benefits; 

•  Temporary  Assistance; 

•  MO  HealthNet  coverage;  and 

•  Low-Income  Home  Energy  Assistance. 

Officials  from  the  Information  Technology  Services  Division  indicated  a  total  estimated 
net  effect  on  all  funds  for  fiscal  year  2015  of  $0  and  for  fiscal  year  2016  of  $0. 

They  provided  the  following  comments: 

This  Initiative  Petition  would  require  annual  changes  to  the  State  Minimum  Wage 
amounts  for  the  Family  Assistance  Management  Information  System  (FAMIS)  and  the 
Missouri  Work  Assistance  (MWA)  program. 

The  changes  to  the  State  Minimum  Wage  amounts  are  considered  regular  annual 
maintenance  for  these  systems  and  incur  no  additional  costs. 

Officials  from  the  Family  Support  Division  (FSD)  Child  Support  indicated  a  total 
estimated  net  effect  on  all  funds  for  fiscal  year  2015  of  unknown  and  for  fiscal  year  2016 
of  unknown. 

They  provided  the  following  comments: 

Section  209.502  would  increase  the  amount  of  some  parents'  gross  income  used  for  child 
support  guideline  calculations,  resulting  in  a  higher  child  support  obligation  amount  on 
an  unknown  number  of  cases.  Higher  child  support  obligation  amounts  would  likely 
result  in  both  increased  child  support  collections  and  increased  past-due  child  support 
debt  (arrearages).  FSD  is  unable  to  quantify  expected  collection  and  arrearage  increases. 

Officials  from  the  MO  HealthNet  Division  indicated  a  total  estimated  net  effect  on  all 
funds  for  fiscal  year  2015  of  ($23,983,243)  and  for  fiscal  year  2016  of  ($49,837,178). 

They  provided  the  following  comments: 

FQHC  (Federally  Qualified  Health  Clinic)  and  RHC  (Rural  Health  Clinic)  are  currently 
reimbursed  based  on  a  percentage  of  billed  charge  with  cost  settlements  at  a  future  date. 
These  cost  settlements  could  include  an  increase  in  approximately  3  to  4  years  after  an 
increase  in  minimum  wage,  however,  the  amount  is  unknown. 

For  Hospitals  MO  HealthNet  bases  reimbursement  for  a  given  year  on  the  fourth  prior 

year  cost  report  trended  forward.  Since  the  first  requirement  is  effective  January  1,  2015, 
the  increased  cost  would  begin  to  be  refiected  in  2015  cost  reports.  MO  HealthNet  would 


use  2015  cost  reports  to  establish  reimbursement  for  state  fiscal  year  2019.  Therefore 
there  would  not  be  a  fiscal  impact  to  the  MO  HealthNet  Division  for  fiscal  years  2014, 
2015,  and  2016,  but  starting  fiscal  year  2019  there  could  be  a  cost,  but  the  amount  is 
unknown. 

For  Nursing  Facilities  no  fiscal  impact  in  2014;  $23,983,243  (GR  $9,106,437)  for  2015 
(computed  by  taking  projected  Medicaid  days  times  prior  allowed  per  diem  increase 
divided  by  6  months  since  goes  into  effect  January  1,  2015)  and  $49,837,178  (GR 
$18,923,176)  for  2016.  3.9%  trend  used  for  2016.  Money  must  be  allocated  by  legislature 
for  rate  increases.  See  long  range  impUcations. 

OA  will  handle  the  fiscal  impact  for  all  state  employee  costs  of  raising  the  state  minimum 
wage. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  added  costs  to  their 
office  if  this  amendment  is  approved  by  the  voters. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  direct  fiscal  impact 
to  their  agency,  but  there  is  unknown  impact  on  their  cost  of  doing  business. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated: 

This  proposed  amendment  raises  the  state's  minimum  wage  to  $8.50  per  hour  or  the 
federal  minimum  wage  rate,  whichever  is  higher,  beginning  January  1,  2015. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

•  Increased  wages  for  certain  employees.  According  to  the  US  BLS,  in  2011,  Missouri  had 
109,000  hourly  employees  earning  wages  at  or  below  the  federal  minimum  wage;' 

•  Increased  consumption  by  those  employees; 

•  Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

•  Lower  business  investment  (if  employers'  payrolls  increase); 

•  Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  According  to 
OA's  Division  of  Personnel,  as  of  December  2012  there  were  1,440  employees  that  would 
be  impacted  by  increasing  the  minimum  wage  to  $8.50  per  hour.  The  estimated  annual 
cost  of  increasing  wages  to  $8.50  per  hour  is  $809,058  ($96,902  GR)  and  $67,158 
($10,676  GR)  m  fringe  benefits. 


^  http://www.bls.gov/cps/minwage201 1tbls.htm#3 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  appears  to  have  no  fiscal 
impact  as  it  relates  to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically  been 
an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  fiscal  year  201 1,  at  the  August  and  November  elections,  there  were  6  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $1.02  million  to  publish  (an 
average  of  $170,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 
Officials  from  St.  Louis  County  indicated 

In  regard  to  Initiative  Petition  14-016,  St.  Louis  County  estimates  that  an  increase  in  the 
minimum  wage  to  $8.50/hour  would  cost  the  County  an  additional  $32,000  per  year.  The 
increase  would  only  affect  seasonal  workers  employed  by  the  St.  Louis  County 
Department  of  Parks  and  Recreation. 

ST.  LOUIS  COUNTY  POSITIONS  EARNING  LESS  THAN  $8.50/HOUR 


Position 


Current  Pay 
Rate 


Difference  3  Months  per 

w$8.50  minimum     Season  Employment 


Additional  Cost 
per  Employee 


#of 
Employees 


Additional 
Cost 


Day  camp  counselors 
Ice  rinkguards 


$7.25 
$7.25 


$1.25 
$1.25 


520 
400 


$650.00 
$500.00 


30 
25 


$19,500.00 
$12,500.00 


GRAND  TOTAL  ADDITIONAL  COSTS 


$32,000.00 


Officials  from  the  City  of  Columbia  indicated  the  proposal  if  passed  is  expected  to  cost 
the  City  of  Columbia  $1 04,29 5/year,  this  amount  does  not  include  fringe  benefits. 

Officials  from  the  City  of  Jefferson  indicated  if  this  petition  would  become  law,  it  would 
cost  the  city  approximately  $117,208  per  year. 

Officials  from  the  City  of  Kirkwood  indicated  for  14-014,  14-015,  14-016,  and  14-017 
their  response  is  the  same.  While  the  dollar  impact  may  change,  the  fiscal  impact  remains 
the  same. 

The  estimate  of  the  impact  of  this  proposed  change  in  the  minimum  wage  is  based  on  the 
premise  that  in  order  to  remain  competitive  the  city  would  increase  across  the  board  the 
hourly  rates  for  all  part  time  and  seasonal  personnel  by  the  difference  between  the  current 
minimum  wage  and  the  new  proposed  wage  level.  Based  on  the  premise  the  costs  would 
be  as  follows: 

25,760  hours  x  $1.10  =  $28,336  plus  social  security  and  Medicare  adds  another  $2,170  = 
roughly  $30,500.  Add  another  $370  for  those  who  qualify  for  pension  benefits  and  the 
total  comes  to  $30,870. 

What  this  number  does  not  take  into  consideration  what  potential  increases  we  might 
have  with  contractual  services  providers  such  as  Midwest  Pool  Management.  If  such 
providers  fmd  it  necessary  to  increase  their  salaries  in  order  to  remain  competitive,  it 
could  increase  our  costs.  Based  just  on  Midwest's  current  situation  that  could  add 
upwards  of  $24,000  to  our  cost.  It  would  take  a  considerable  amount  of  time  to  try  to 
determine  what  the  impact  throughout  our  operation  would  be  in  this  regard. 

It  looks  Uke  the  biggest  impact  on  the  city  will  be  in  the  Recreation  Department. 
Minimum  wage  hires  are  done  mostly  in  Day  Camp,  Tennis,  and  Pool.  There  were 
approximately  28  minimum  wage  hires  this  summer  in  Recreation. 

Other  summer  hires  in  Water,  Parks  &  Streets  usually  hire  above  the  minimum. 

Officials  from  the  City  of  Wentzville  indicated: 

This  would  be  harmful  to  the  City  of  Wentzville,  meaning  at  least  $19,000  in  payroll 
costs  for  the  part  time  employees,  mostly  kids,  that  the  city  hires  to  work  each  summer  in 
Parks,  plus  the  effect  on  those  higher  full  time  employees  so  that  there  is  separation  in 
our  pay  plan. 

Officials  from  Linn  State  Technical  College  indicated  these  changes  could  have  an 
estimated  cost  of  $58,000  to  Linn  State  Technical  College. 

Officials  from  Metropolitan  Community  College  indicated  an  increase  in  the  Missouri 
minimum  wage  to  $8.50/hour  would  cost  the  Metropohtan  Community  College 
approximately  $235,000. 


Officials  from  University  of  Missouri  indicated  they  are  unable  to  determine  the 
financial  impact  of  the  proposed  amendment  to  the  Revised  Statutes  of  Missouri  because 
they  do  not  know  which  version  of  the  petition  would  go  to  the  voters,  but  beheve  this 
proposal  would  have  significant  financial  liability  for  the  University. 

Lara  Granich  provided  the  following  information  as  a  proponent  of  this  initiative  petition. 


December  20,  2012 


Missouri  State  Auditor 
Jefferson  City,  MO 

Re:     Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 
Version  5  (Increase  to  $8.40) 
Version  6  (Increase  to  $8.45) 
Version  7  (Increase  to  $8.50) 
Version  8  (Increase  to  $9.25) 


This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice,  proponents  of  the  above- 
captioned  initiative  petitions.  Pursuant  to  RSMo.  Section  1 1 6. 1 75,  we  write  to  submit  the 
following  fiscal  impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the 
following  four  proposed  Minimum  Wage  Initiative  Petitions: 

•  Version  5,  which  would  increase  Missouri's  minimum  wage  to  $8.40  effective  January 
2015 

•  Version  6,  which  would  increase  Missouri's  minimum  wage  to  $8.45  effective  January 
2015 

•  Version  7,  which  would  increase  Missouri's  minimum  wage  to  $8.50  effective  January 
2015 

•  Version  8,  which  would  increase  Missouri's  minimum  wage  to  $9.25  effective  January 
2015 

Our  analysis  estimates  the  impact  of  the  four  proposed  initiative  petitions  on  state  and  local  sales 
and  personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the 
past  to  estimate  the  impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal 
income  tax,  with  some  refinements.  We  also  address  certain  claims  that  have  been  made  by 
opponents  in  the  past. 

We  have  not  included  in  our  analysis  an  estimate  of  the  impact  on  state  and  local  payroll  costs  of 
the  minimum  wage  increases.  See  Section  IV  -  Additional  Considerations. 


We  estimate  that,  under  the  four  versions  of  the  petition,  state  and  local  income  and  sales  tax 
revenue  will  increase  as  follows: 


Increased  State 

Minimum 

and  Local  Sales 

Version 

Wage 

and  Personal 

Increase  to 

Income  Tax 

Revenue 

5 

$8.40 

$8,841,809 

6 

$8.45 

$9,932,749 

7 

$8.50 

$11,052,292 

8 

$9.25 

$34,556,387 

I.     Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 

To  estimate  the  impact  of  the  proposed  minimum  wage  initiative  petition  on  state  and  local 
government,  the  first  thing  that  we  have  done  is  to  determine  how  many  employees  state-wide 
will  be  affected,  and  how  many  millions  of  dollars  in  total  wage  increases  they  will  receive. 
From  these  total  increased  wage  figures  one  can  then  estimate  the  portion  that  will  be  spent  on 
goods  and  services  on  which  state  sales  tax  is  charged,  generating  increased  sales  tax  revenue. 
And  one  similarly  can  estimate  the  portion  of  the  increased  wages  that  will  be  received  by 
individuals  who  are  subject  to  Missouri's  income  tax,  resuUing  in  increased  income  tax  revenue. 

The  Economic  Policy  Institute  (EPI)  prepared  and  provided  us  with  estimates  of  the  number  of 
workers  affected  and  the  total  resulting  wage  increases  for  Versions  5,  6,  7  and  8.  Our 
calculations  are  based  on  the  EPI  estimates. 

We  should  note,  however,  that  the  above  estimates  of  increased  state  and  local  sales  and  personal 
income  tax  revenue  do  not  include  additional  state  and  local  tax  revenue  that  will  be  generated  by 
tipped  workers  who  will  receive  raises,  many  of  whom  are  not  captured  in  our  wage  increase 
analysis  because  their  earnings  are  above  the  proposed  value  of  the  minimum  wage  and  the  likely 
range  of  related  spillover  effects,  and  who  will  receive  a  greater  increase  under  the  proposed 
measures  than  other  employees.  Additional  state  and  local  tax  revenue  is  likely  greater  than  we 
estimate  once  these  tipped  workers  are  factored  in. 
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Below  are  the  EPI  estimates: 


Effects  of  Missouri  Minimum  Wage  Inaeases 

Proposed 

Minimum 
Wage 
Level 
1/1/2015 

Size  of 
Increase 

Total 

Estimated 

Workers' 

Directly 
Affected' 

Indirectly 
Affected^ 

Total 
Affected 

Total 
Affeaed 
as%af 
Worlters 

Total  Wage 
Increase' 

GDP  Impact^ 

Jobs  Impact  - 
Full-time 
Employment 
(job  years)' 

$8.40* 

So. 80 

2,585,000 

169,000  141,000 

310,000 

12.0% 

$  135,290,000 
$  151,983,000 

$  85,639,000 

 ^*5„ 

5845 

S0.85 

2,585,000 

174,000  142,000 

316,000 

12.2% 

$  96,205,000 

840 

S8.50 

$0.90 

2,585,000 

175,000  151,000 

326,000 

12.6% 

$  169,113,000 

$  107,049,000 

930 

S9.25 

$1.65 

2,585,000 

314,000  275,000 

589,000 

22.8% 

$  528,754,000 

$  334,701,000 

2,900 

Notes:  'All  scenarios  model  an  increasein  January  2015  above  the  legislated  indexed  increases  for  2014  and  2015.  TheCBO 
projects  inflation,  as  measured  by  tiie  Consumer  Price  Index  (CP!),  to  be  1.4%  in  2013  and  1.8%  in  2014.  Ttiis  would  cause  the 
MO  state  minimum  wage  to  go  from  S7.35  to  $7.45  in  2014,  and  from  S7.45  to  $7.60  in  2015.  Thus,  these  four  scenarios  model 
[Increases  above  a  minimum  wage  of  $7.60  per  hour.    


T 


Assumed  annual  population  growth:  0.686%  (MO  projected  average  annual  rate  from  2010  to  2015,  according  to  MO  Office  of 
Administration  http://oa.mo.gov/bp/projections/data.htm)   

Assumed  annual  wage  growth:  2.3%  (MO  annual  average  of  the  bottom  20%  of  wage  earners 
from  2002-2006  according  to  CPS  ORG) 


'•Total  estimated  worlters  is  estimated  from  the  2011  CPS  respondents  for  whom  either  a  valid  hourly  wage  is  reported  or  one  can 
be  imputed  from  weeltly  earnings  and  average  weekly  hours.  Consequently,  this  estintate  tends  to  understate  the  size  of  the  full 
.workforce. 

::zirz:xi:::xz::xzz,Jzzi:L_:_zizzz..:. 


Directly  Affected  workers  wil 
their  current  hourly  |iay. 


see  their  wages  rise  as  the  new  minimum  wage  rate  will  exceed 


Indirectly  affected  workers  have  a  wage  rate  just  above  the  new  minimum  wage  (between  the  new  minimum  wage  and  the  new 

minimum  wage  plus  the  dollar  amount  of  the  increase  in  the  previous  year's  minimum  wage).  They  will  receive  a  raise  as 


employer  pay  scales  are  adjusted 

upward  to  reflect  the  new  mlnlmuiD  wage. 

Total  annual  amountof  Increased  wages  for  directly  and  Indirectly  affected  workars. 

  1  1  1  .1  

!  .J   

GDP  and  job  stimulus  figures  utilize  a  national  model  to  estimate  the  GDP  Impact  of  workers'  increased  earnings.  Thus  the  total 
state  stimulus  may  be  lower  than  this  amount  because  workers  in  each  state  will  not  necessarily  spend  all  of  their  increased 
earnings  in-state.  However,  we  can  assume  that  most  of  the  increased  earnings  will  be  spent  in-state,  and  thus  most  of  the  jobs 
created  will  be  In-state.  Jobs  numbers  assume  full-time  employment  requires  $115,000  in  additional  GDP. 


Increased  economic  activity  from  these  additional  wages  adds  not  Just  Jobs  but  also  hours  for  people  who  already  have 
jobs  (work  hours  for  people  with  jobs  also  dropped  in  the  downturn).  Full-time  employment  takes  that  into  account,  by 
essentially  taking  the  number  of  total  hours  added  (including  both  hours  from  new  jobs  and  more  hours  for  people  who  already 
, have  jobs)  and  dividing  by  40,  to  get  full-time-equivalent  jobs  added. 

I        I  !  i  -  1   L   — L   i  IZ 


Job  impact  estimation  methods  can  be  found  in:  Hall,  Doug  and  Cooper,  David.  2012.  How  raising  the  federal  minimum  wage 
would  help  working  families  and  give  the  economy  a  boost.  Washington,  D.C.:  Economic  Policy  Institute. 

http://www.epi  .org/publication/ib341-raising-federai-minimum-wage/  and  Bivens.  Josh  L  2011.  Method  memo  on  estimating  the 
jobs  impact  of  various  policy  changes.  Washington,  O.C:  Economic  Policy  Institute,  http://www.epl.org/publication/methodology' 
lestlmatlng;jobs-impact/    _    _  _  _     


ISource:  EPI  Analysis  of  20tl  Current  Population  Surwy.  Outgol  ng  Rotation  Group 
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II.       Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases 
on  employment.  Opponents  often  claim  that  minimum  wage  increases  may  reduce  employinent 
in  a  state.  If  that  is  true,  then  those  employment  reductions  would  result  in  reductions  in  state 
income  and  sales  tax  revenue.  However,  review  of  the  most  credible  recent  empirical  research  on 
the  minimum  wage  shows  that  moderate  increases  in  the  minimum  wage  -  such  as  those  under 
consideration  here  -  have  had  no  discernible  impact  on  employment.  We  thus  conclude  that  it  is 
not  appropriate  to  project  that  the  proposed  initiative  petitions  would  result  in  any  detectable 
employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or  increases  in 
unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage. 
A  recent  meta-study  -  a  formal  statistical  study  of  studies  -  by  Doucouliagos  and  Stanley  (2009) 
reviewed  all  the  research  conducted  over  the  last  three  decades  on  the  employment  impact  of 
minimum-wage  increases  on  teenagers  in  the  United  States.  The  researchers  concluded  that  the 
minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low-wage 
workers.  Their  study  followed  a  rigorous,  peer-reviewed  procedure  and  has  the  advantage  of 
using  a  set  of  predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings 
across  studies  with  different  results. 

(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in 
Minimum-Wage  Research?  A  Meta-Regression  Analysis."  British  Journal  of  Industrial  Relations, 
vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently 
negligible  employment  impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to 
total  wage  costs,  minimum-wage  increases  are  small.  Second,  employers  and  workers  appear  to 
respond  to  minimum-wage  increases  in  many  ways  that  reduce  the  direct  cost  to  employers  and 
substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a  higher  minimum  wage  is  a  reduction  in 
turnover.  At  higher  wages,  employers  fill  vacancies  faster  and  retain  employees  longer,  boosting 
total  employment  and  average  productivity  per  worker  while  reducing  direct  and  indirect  training 
costs.  Dube,  Lester,  and  Reich  (201 2),  for  example,  examined  the  effect  of  the  minimum  wage  on 
labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially 
following  a  minimum  wage  increase..."  (p.  2)  Their  findings,  using  nationally  representative  data, 
are  consistent  with  local  case  studies  of  the  minimum  wage  and  related  "living  wage"  laws, 
including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco  city-wide  minimum 
wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 
homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San 
Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage 
Shocks,  Employment  Flows  and  Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research 
on  Labor  and  Employment.  Iittp:/  escholarship.oru/uc  ilem,  76n927ks;  Dube,  Arindrajit,  Suresh 
Naidu,  and  Michael  Reich.  2007.  "The  Economic  Effects  of  a  Citywide  Minimum  Wage." 
Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David.  2005.  "The 
Impact  of  Living  Wages  on  Employers:  A  Control  Group  Analysis  of  the  Los  Angeles 
Ordinance."  Industrial  Relations,  vol.  44,  no.  I,  pp.  84-105;  Howes,  Candace.  2005.  "Living 
Wages  and  the  Retention  of  Home  Care  Workers  in  San  Francisco."  Industrial  Relations,  vol.  44, 
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no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005.  "Living  Wage  Policies  at 
the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
l,pp.  106-138.) 

Employers  also  appear  to  respond  to  moderate  increases  in  the  minimum  wage  by  taking 
measures  to  boost  productivity.  Hirsch,  Kauftnan,  and  Zelenska's  (201 1)  study  of  the  impact  of 
the  federal  minimum-wage  increase  on  81  fast-food  restaurants  in  Georgia  and  Alabama,  for 
example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in  response  to 
the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to 
the  minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a  better 
attendance  and  on-time  record,  faster  and  more  proficient  performance  of  job  duties,  taking  on 
additional  tasks,  and  faster  termination  of  poor  performers."  (p.  27)  Roughly  the  same  share  of 
managers  said  that  they  sought  to  "boost  morale"  by  presenting  the  minimum-wage  increase  as  a 
"challenge  to  the  store"  and  using  this  as  a  way  "to  energize  employees  to  improve  productivity." 
(pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a 
minimum-wage  increase  may  function  as  a  "catalyst  or  shock  that  forces  managers  to  step  out  of 
the  daily  routine  and  think  about  where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T., 
Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage  Channels  of  Adjustment."  IZA 
Discussion  Paper  No.  61 32.  Germany:  Institute  for  the  Study  of  Labor. 
http://wvvw2.HSu.edu/~ecobth/lZA  HKZ  MinWageCoA  dp6132.Ddn 

A  higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions 
by  employers  to  increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the 
competitive-market  rate  may  elicit  greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and 
Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the  cost  to  workers  of  losing  their  job, 
potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of  being  fired. 
George  Akerlof  ( 1 982),  arguing  fi-om  a  more  sociological  point  of  view,  has  suggested  that 
workers  may  see  higher  wages  as  a  gift  from  employers,  leading  workers  to  reciprocate  by 
working  harder.  (Sources:  Shapiro,  Carl  and  Joseph  E.  Stiglitz.  1984.  "Equilibrium 
unemployment  as  a  worker  discipline  device."  American  Economic  Review,  vol.  74,  no.  3,  pp. 
433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal 
of  Economics,  vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  moderate  increase  in  the  Missouri  minimum  wage 
would  have  no  discernible  impact  on  the  employment  levels  of  low-wage  workers. 
Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any  resulting  decrease  in  sales  tax 
or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  -  both 
because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment 
insurance  costs  are  paid  for  by  employer  premiums,  and  so  are  ultimately  not  a  cost  to  the  state. 


III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the 
Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum 
wage  increases  would  be  unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of 
the  projected  wage  increases  on  state  and  local  sales  and  personal  income  tax  revenue  in 
Missouri.  We  project  both  the  direct  impact  of  the  four  minimum  wage  increase  scenarios  on 
such  tax  revenue,  and  the  additional  impact  through  a  GDP  multiplier  effect. 
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Component  1 :     Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to 
Increased  Wages 


Personal  Income  Tax  Revenue.  In  order  to  determine  the  projected  increase  in  personal  income 
tax  revenues  that  would  result  directly  from  the  increased  wages,  we  had  to  develop  assumptions 
about  the  effective  income  tax  rates  of  the  affected  workers.  We  made  the  following  assumptions 
with  respect  to  the  effective  tax  rate: 

1 .  That  25%  of  affected  workers  can  be  claimed  as  a  dependent  on  another  party's  Missouri 
income  tax  return  and  as  a  result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase 
in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one 
deduction  of  $2,100,  and  would  be  entitled  to  a  standard  deduction  of  $5,800.  This 
would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax. 

In  light  of  these  assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version 
can  be  calculated  as  follows:  (total  wage  increase  *  25%  *  6.0%)  +  (total  wage  increase  *  50%  * 
2.47%)  +  (total  wage  increase  *25%  *  0%). 

Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a  4.225%  state  sales  tax  on  those  items  that 
are  not  exempt  from  the  sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As 
a  result,  the  average  Missouri  net  sales  tax  rate  is  7.175%.  We  have  conservatively  estimated  that 
just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods  that  are  subject  to  state 
and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of 
the  petition,  we  estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased 
wages  would  be  as  follows: 


Component  1 :  Increases  in  Sales  and  Personal  Income  Tax  Rewnue  from  increased  Wages 

Version 

IVfinimum 
Wage 
Increase 
to 

Total  Wage 
Increase 

State  Sales 
Tax 

(4.225%) 

LxKal  Sales 
Tax 

(2.95% ) 

Total  Sales 
Tax  Re\enue 
Increase 

Personal 
income  Tax 
Revenue 
increase 

Total  Sales  and 
Personal 
income  Tax 
Revenue 
Increase 

5 

$8.40 

$135,290,000 

$1,429,001 

$997,764 

$2,426,764 

$3,700,182 

$6,126,946 

6 

$8.45 

$151,983,000 

$1,605,320 

$1,120,875 

$2,726,195 

$4,156,735 

$6,882,930 

7 

S8.50 

$169,11.3,0a) 

$1,786,256 

$1,247,208 

$3,033,464 

$4,625,241 

$7,658,705 

8 

$9.25 

$528,754,000 

$5,584,964 

$3,899,561 

$9,484,525 

$14,461,422 

$23,945,947 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the 

average  local  sales  tax  rate  in  Missouri  is  even  higher  at  3.53%.  See 

hllp://'taxfoundation.org/article/state-and-local-sales-taxes-midvear-2012 

If  one  uses  this  higher  rate,  total  revenue  increases  additionally  by  hundreds  of  thousand  dollars. 
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Component  2:  Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to 
Multiplier  Effect 

The  above  calculations  estimated  the  income  and  sales  tax  revenue  likely  to  be  generated  by  the 
direct  wage  increases  resulting  from  each  version  of  the  proposed  minimum  wage  increases.  In 
addition  to  those  direct  wage  increases,  economists  recognize  that  when  a  public  policy  change 
results  in  increased  consumer  spending,  that  spending  has  a  multiplier  effect  that  generates  more 
economic  activity,  increasing  the  Gross  Domestic  Product  (GDP).  Such  increases  in  GDP  are 
generally  understood  to  result  in  combination  of  new  jobs  or  expanded  hours  for  workers  (as 
businesses  bring  on  more  staff  to  meet  the  increased  consumer  demand),  and  increased  business 
income  (as  a  portion  of  the  increased  spending  is  retained  as  company  and  owner  profits). 

EPI  has  developed  a  formula  for  estimating  these  GDP  multiplier  effects  resulting  minimimi 
wage  increases.  See  Hall,  Doug  and  Cooper,  David.  2012.  How  raising  the  federal  minimum 
wage  would  help  working  families  and  give  the  economy  a  boost.  Washington,  D.C.:  Economic 
Policy  Institute.  http:'7w\vw.epi.ora'Publication/ib34l-raising-federal-minimum-wage/ ;  and 
Bivens,  Josh  L.  201 1.  Methods  memo  on  estimating  the  jobs  impact  of  various  policy  changes. 
Washington,  D.C.:  Economic  Policy  Institute.  hitp://www.epi.org''publication/methodoloev- 
estimating-jobs-impact/. 

Using  this  methodology,  EPI  has  estimated  the  GDP  increase  that  would  result  from  each  of  the 
four  versions  of  the  minimum  wage  petition.  See  Table  1  above.  We  estimate  that  70%  of  the 
increased  GDP  would  be  allocated  to  increased  worker  wages  (through  new  hiring  and  expanded 
hours).  That  in  turn  results  in  new  state  sales  tax  and  personal  income  tax  revenue,  following  the 
same  formula  that  we  used  above  in  Component  I. 


Based  upon  these  assumptions  we  estimate  the  following  impacts  from  the  multiplier  effect  on 
personal  income  tax,  and  state  and  local  sales  tax  revenues: 


Component  2:  Increases  in  Sales  and  Income  Tax  Revenue  Trom  Multiplier  Effect 

Version 

Minimum 
Wage 
Increase 
to 

GDP 
Increase 

Portion 
Allocated  to 
Wages 
(70%) 

State 
Sales  Tax 
(4.225%) 
on  25%  of 
Wages 

Local 
Sales  Tax 
(2.95%) 
on  25%  of 
Wages 

Personal 

Income 

Tax 

Revenue 
Increase 

Total  Tax 

Revenue 

Increase 

5 

S8.40 

$85,6.39,000 

$59,947,300 

$633,193 

$442,111 

$1,6.39,5.59 

$2,714,863 

6 

$8.45 

$96,205,000 

$67,343,500 

$711,316 

$496,658 

$1,841,845 

$3,049,819 

7 

$8.50 

$107,049,000 

$74,934,300 

$791,494 

$552,640 

$2,049,453 

$3,393,587 

8 

$9.25 

$334,701,000 

$234,290,700 

$2,474,6% 

$1,727,894 

$6,407,851 

$10,610,440 

Some  increased  GDP  would  result  in  increased  corporate  incomes.  We  have  not  calculated 
corporate  income  tax  revenues  because  only  a  small  percentage  of  Missouri  firms  report  taxable 
income  of  greater  than  $25,000.  See 

http://eparc.missouri.edu/Publication/llistTax/Section04/moct01.pdf 
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IV.  Additional  Considerations 


A  difficult  task  is  estimating  the  increased  state  and  local  government  wage  and  benefit  costs  that 
would  result  from  this  petition.  An  accepted  methodology  is  to  contact  the  state  and  local 
governmental  bodies  directly  and  have  them  report  their  actual  projected  wage  costs.  This  would 
be  the  cost  of  raising  the  wages  of  any  minimum  wage  state  or  local  employees  up  from  the  rate 
that  will  be  in  effect  under  current  law  as  of  January  2015,  which  is  currently  projected  to  be 
$7.60. 

However,  it  is  also  possible  to  generate  estimates  of  increased  state  and  local  government  wage 
costs  using  government  data.  But  because  of  the  very  small  number  of  Missouri  state  and  local 
government  workers  actually  surveyed  in  the  government  data  sets,  such  estimates  may  not 
accurately  capture  -  and,  in  fact,  may  substantially  overstate  -  the  likely  impact  on  state  and  local 
workforce  costs  of  the  proposed  petitions.  We  suggest  that  your  office  carefully  scrutinize  any 
such  estimates  that  may  be  submitted  and  qualify  them  with  appropriate  language. 

With  regard  to  the  possibility  of  lost  corporate  income  tax  revenue,  as  noted,  only  a  very  small 
percentage  of  Missouri  firms  report  taxable  income  of  greater  than  $25,000.  This  suggests  that 
any  claims  by  opponents  of  substantial  revenue  losses  are  overstated. 

*  *  * 

We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the 
petitions. 

Respectfully  submitted, 


Lara  Granich 

Missouri  Jobs  with  Justice 
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Edward  D.  Greim  provided  information  as  an  opponent  of  this  initiative  petition. 

He  said  he  is  submitting  this  fiscal  impact  statement  as  an  opponent  of  Initiative 
Petitions  2014-14  through  -17.  These  initiatives  would  have  a  substantial  negative  fiscal 
impact  on  state  and  local  governments.  In  March  2012,  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage 
increases,  prepared  a  detailed  study  regarding  the  impact  of  a  minimum  wage  increase  to 
$8.25  per  hour.  That  study  is  attached  here  as  Exhibit  A.  Dr.  Macpherson  concluded  that 
state  and  local  entities  would  pay  out  $16  million  in  increased  wages.  Dr.  Macpherson 
estimated  that  the  net  state  and  local  fiscal  impact  would  range  from  a  loss  of  over  $22 
milUon  to  a  loss  of  $13  milUon.  Based  on  Dr.  Macpherson's  methodology,  which  was  not 
seriously  questioned  even  by  his  opposing  expert  in  litigation  earlier  this  year,  the  even 
higher  increases  proposed  by  Petitions  2014-14  through  -17  would  have  even  higher 
negative  fiscal  impacts. 

Proponents  of  the  petition  may  again  rely  on  data  from  political  activist  groups  who  claim 
that  increases  in  the  minimum  wage,  no  matter  how  great,  simply  create  new  taxable 
income.  But  as  even  the  proponents'  expert  admitted  in  his  testimony  earlier  this  year, 
those  groups  approach  the  issue  with  a  political  bias.  See  Exhibit  B.  Further,  that  sort  of 
analysis  only  examines  one  side  of  the  equation — workers'  collection  of  increased 
wages — without  considering  the  other  side  of  the  equation — ^that  Missouri  businesses 
have  to  pay  those  wages,  lowering  their  taxable  income  and,  at  times,  causing  them  to 
forego  hiring  or  to  cut  employment.  In  any  analysis  of  secondary  employment  and  tax 
revenue  effects,  the  Auditor  should  refrain  from  reviewing  only  half  of  the  wage- 
employment  equation. 

Additionally,  as  the  Auditor  recognized  at  trial  last  year,  the  most  important  and  most 
direct  effect  of  a  minimum  wage  increase  is  the  amount  of  increased  wages  that  will 
actually  be  paid  by  state  and  local  entities.  At  the  same  time,  the  Auditor  is  now  aware  that 
only  a  very  few  of  the  hundreds  of  state  and  local  agencies  and  entities  who  actually 
employ  minimum  wage  workers  will  provide  fiscal  impact  estimates.  A  more 
direct — and  far  more  accurate — method  of  calculating  the  direct  fiscal  impact  of  a 
wage  increase  is  to  use  the  actual  number  of  minimum  wage  workers  who  work  for 
state  and  local  government  as  calculated  by  the  U.S.  Census  Bureau's  CPS.  The 
Auditor  should  augment  the  purely  anecdotal  "fiscal  note"  responses  of  state  and 
local  entities  with  this  more  accurate,  robust,  and  fair  estimate. 


He  provided  the  following  information. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Camahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  un&ir.  I  was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A  more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  uicome  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,9 1 9,327; 

(6)  during  the  first  year:  state  and  local  gov^nments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 
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range  fiom  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 

The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  11.  Section  III  describes  the  data  and  records  I  relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  Impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A  sunmiary  and  my  conclusions  are  provided  in 
Section  VI. 

n.  Qualifications 

I  am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I  was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I  have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I  have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I  am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a  peer-reviewed  journal.  I  have  also  served  as  a  reviewer  or  'referee' 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I  am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I  have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I  have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I  routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analj^cal  work.  I  have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I  have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintlCfs  and  defendants. 

Details  of  my  qualifications  are  reflected  m  my  current  resume  and  le^  cases, 
attached  as  Appendix  A  to  the  report, 
m.     Data  and  Records 

I  reviewed  the  following  materials  in  preparing  this  report. 

•  PlaintifiFs  Complaint 

•  Material  cited  in  footnotes  below. 

IV.     Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  fi*om  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  tiiat  the  state  minimum  wage  be  automatically  mcreased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimimi  wage.  Initiative  petition 
2012-085  does  not  have  such  a  linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  wll  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
mo^ase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


'  Information  about  the  minimum  wage  in  Missouri  is  available  at 
http://www.labor.mo.gov/DLS/minimumwage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration' s  (OA)  Division  of 
Personnel  reported  that  as  of  September  20 11  there  were  834  state  workers  who  would  be 
aSected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  "approximate  aimual  cost" 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  ¥sir  ^ployees.  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor's  siarvey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,182. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
ina:ease  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  fix)m  the  U.S.  Census  Bureau's  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I  calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I  defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I  also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costt  —  ($8.25  —  current  wage{)  *  weekly  hourSi  *  52.^ 
The  average  annual  wage  cost  increase  was  $870. 1  summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 

minimum  wage  increase  wdll  be  1.0765  times  $14,866,430  or  $16,003,712. 


^  I  assume  that  persons  repordng  an  hourly  wage  rate  between  $7.00  and  $7J24  are  actually  eaming  $7.25 
per  hour. 
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C  UnemplovmetTt  Benefit  Impact 

The  higher  mimmum  wage  will  cause  fiims  to  reduce  their  level  of  employment^ 
As  a  result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  unportant 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  ^  a  result  of  the  minimmn  wage  increase. 

To  calculate  the  cost  to  the  unemplojonent  benefits  program,  I  first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I  calculated  a  probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  201 1  ORG  CPS: 

Probability  Job  Loss ;  =  t$8.25-  current  wage^  ^  elasticity i. 

*  Current  Wagei 

I  used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a  high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I  assumed  an  elasticity  of 
zero.^  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of 5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.36^  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.*  TTius,  each  eligible  unemployed  worker  could  receive  a  total  of  $2,187.20  in 

'  For  a  survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

*  Joseph  J.  Sabia  and  Richard  V.  Buridiauser,  "Minimum  Wages  and  Poverty:  Will  a  $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?"  Southern  Economic  Journal  (January  2010):  592-623. 
^  http://www.labor.mo.gov/DES/Claims/calculator.asp 

*  See  http://vmw.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a  job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don't  apply  for  benefits  even  though  they  are  eligible.  I  assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
byWenggr(2001).'^ 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  jdelds  a  figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  infiation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  imemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tax  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


^  JefFery  Wenger.  "Divided  We  Fall:  Deserving  Workers  Slip  dirough  America's  Patchwork 
Unemployment  Insurance  System."  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amomit  of  unemployment  benefits  generated  by  a  minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I  again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I  defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.*  I  vised  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

ATax  RevenuBi  =  (Taxjifteri  -  Tax_Beforei)  ~  Prob Job_LosSi  *  Tax_Beforei, 
y/bere  Tax_Afteri  is  the  income  tax  paid  by  worker  i  after  the  minimum  wage  increase. 
Tax_Beforei  is  the  income  tax  paid  by  worker  i  after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.'  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person's  tax  return.  As  a  result,  it  was  assumed  that  the  affected 
workers'  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.^''  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Hius,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a  rate  of  6%. 

*  I  again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker's  wage  rate  times  usual  weekly 
hours  worked  times  52. 

'  The  same  assumptions  are  tised  in  the  State  Auditor's  fiscal  notes  for  the  initiatives. 

'°  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  imder  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a  dependent  on  another  person's  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  uicome  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1^965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.^^  Thus,  the  net  increase  in  individual  Income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  hi^er  labor  costs  of  a  higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1  ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,1 10  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.'^  Alternatively,  if  half  of  the  hi^er  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


"  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 
The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/biisiness/corporate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  Impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  vfsis  calculated  xsiag  the  2010-201 1  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tdx  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of7.67%  or  $2,919,327.*^ 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spendmg  by  business  owners. 

VI.     Summary  and  Conclusions 

I  was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A  more  inclusive  estimate 
mdicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

"  The  same  general  approach  is  used  in  the  State  Auditor's  fiscal  notes  for  the  initiatives. 
"  The  average  rate  comes  from  fattp://taxfoundation.org/news/show/27023.html 
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unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

during  the  first  year:  state  and  local  governments  will  incur  increased  costs 

of  $20,401,222;  the  change  in  state  and  local  govermnent  revenue  will 

range  from   -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 

government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 
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Industrial  and  Labor  Relations  Review,  January  2003,  pp.  349-354,  with  Barry  Hirsch. 

"The  Wage  and  Employment  Dynamics  of  Minimum  Wage  Workers,"  Southern 
Economic  Journal,  January  2003,  pp.  676-690,  with  William  Even. 

"State-Level  Estimates  of  Union  Density,  1964  to  Present,"  Monthly  Labor  Review,  July 
2001,  pp.  51-55,  with  Barry  Hirsch  and  Wayne  Vroman  (accompanying  data  online). 

"The  Changing  Distribution  of  Pension  Coverage,"  Industrial  Relations,  April  2000,  pp. 
199-227,  with  William  Even. 

"Occupational  Age  Structure  and  Access  for  Older  Workers,"  Industrial  and  Labor 
Relations  Review,  April  2000,  pp.  401-418,  with  Barry  Hirsch  and  Melissa  Hardy. 

"Earnings,  Rents,  and  Competition  in  the  Aurline  Labor  Market,"  Journal  of  Labor 
Economics,  January  2000,  pp.  125-155,  with  Barry  Hiisch. 

"Estimating  Wage  Differentials:  When  Does  Cost-of-Living  Matter?"  Economic  Inquiry, 
October  1999,  pp.  577-598,  with  Mike  DuMond  and  Barry  Hirsch. 

"Worker's  Compensation  Recipency  in  Union  and  Nonunion  Workplaces,"  Industrial  and 
Labor  Relations  Review,  January  1997,  pp.  213-236,  with  Barry  Hirsch  and  Michael 
DuMond. 

"Pensions  and  Training,"  Industrial  Relations,  January  1997,  pp.  81-96,  with  Stuart 
Dorsey. 

"The  Consequences  of  Indexing  Minimum  Wages,"  Coraenporary  Economic  Policy, 
October  1996,  pp.  67-77,  with  William  Even. 

"Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  Industrial  and  Labor 
Relations  Review,  July  1996,  pp.  with  William  Even. 

"The  Consequences  of  Non-FICA  Status  in  State  and  Local  Pensions,"  Proceedings  of 
National  Tax  Association  Meetings,  1996,  with  William  Even. 

"Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  Journal  of  Labor 
Economics,  July  1995,  pp.  426-471,  with  Barry  Hmsch. 

"Employer  Size  and  Compensation:  The  Role  of  Worker  Characteristics,"  Applied 
Economics,  September  1994,  pp.  897-907,  with  William  Even 

"Gender  Differences  in  Pensions,"  Journal  of  Human  Resources,  Spring  1994,  pp.  555- 
587,  with  William  Even. 
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"Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?",  Industrial  and  Labor 
Relations  Review,  April  1994,  pp.  439-453,  with  William  Even. 

"Unionism  and  Gross  Employment  Flows,"  Southern  Economic  Jovmal,  January  1994, 
pp.  427-438,  with  Timothy  Dunne. 

"The  Decline  of  Private-Sector  Unionism  and  the  Gender  Wage  Gap,"  Journal  of  Human 
Resources,  Spring  1993,  pp.  279-296,  with  William  Even. 

"Union  Membership  and  Coverage  Data  Available  From  the  Current  Population  Surveys: 
Note."  Industrial  and  Labor  Relations  Review,  April  1993,  pp.  574-578,  with  Barry 
Hirsch. 

"Employer-Provided  Retiree  Health  Insurance:  Who  is  Covered?"  Economics  Letters, 
May  1992,  pp.  95-99. 

"Union  Wage  Differentials  and  the  Effects  of  Industry  and  Local  Union  Density: 
Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1 164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hu^ch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  Intemation^d  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 

"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business,  Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  James  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284, 

"Unionism  and  the  Diq)ersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

"The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,"  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCuUough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

"A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,"  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

"A  Comparison  of  Hurricane  Loss  Models,"  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
3 1-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

"A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,"  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patridc  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

"The  History  of  Property  Tax  Capitalization  in  Real  Estate,"  Journal  of  Real  Estate 
Literature,  Issue  3  2008,  pp.  327-343,  with  Dean  Gatzlaffand  Stacy  Sirmans. 

"Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,"  Journal  of  Real  Estate 
Literature,  Issue  2  2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

"The  Title  Insurance  Industry:  Examining  a  Decade  of  Growth,"  Journal  of  Insto'ance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

"The  Value  of  Housing  Characteristics:  A  Meta  Analysis"  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 

"The  Composition  of  Hedonic  Pricing  Models,"  Journal  of  Real  Estate  Literature,  Issue 
1  2005,  pp.  3-43,  with  Stacy  Skmans. 
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"The  State  of  Affordable  Housing,"  Journal  of  Real  Estate  Literature,  Issue  2  2003,  pp. 
133-155,  with  Stacy  Sirmans. 

"Affinity  Programs  and  Real  Estate  Brokerage,"  Journal  of  Real  Estate  Research^ 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

"Neighborhood  Diversity  and  House  Price  Appreciation,"  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

"Forecasting  Seniors  Housing  Demand  in  Florida,"  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

"Improving  Pension  Coverage  at  Small  Firms,"  with.  William  Even,  in  Overcoming 
Barriers  to  Entreprenewship,  ed.  Diana  Furchtgott-Roth,  Rowman  &  Litdefield,  2008. 

"Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions"  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

"Living  Wage  Laws  and  the  Case  for  a  Targeted  Wage  Subsidy,"  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

"Benefits  and  Worker  Productivity,"  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children's  Effects  on  Women's  Labor  Market  Attachment  and  Earnings,"  with  WiUiam 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

"Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,"  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parhain,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Venna,  University  of  Toronto  Press,  2001. 

"The  Effect  of  a  Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,"  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Worlforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a  Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Wort  A  Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

"Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,"  with  Tim  Salmon  and  Kislaya  Prasad,  imder  review.  Journal  of  Business 
and  Economic  Organization 

"What  Do  Unions  Do  to  Pension  Performance?"  with  William  Even,  September  20 11, 
under  revision 

"Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage"  March  201 1, 
with  Barry  Hirsch  and  John  Winters. 

"The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment," 
with  William  Even,  under  revision,  July  2010. 

"Participant  Direction  in  Defined  Contribution  Plans,"  April  2006,  with  William  Even, 
under  revision. 

"Do  Pensions  Impede  Phased  Retirement?"  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

"An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,"  under  rewie-w  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCulIough,  and  Cassandra 
Cole. 

"The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,"  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleoi  McCulIough. 


Funded  Projects 
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Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
"Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,"  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
"Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self-Selection,"  with  Tim 
Saknon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Hiomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aguig  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  "Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,"  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  "Aflfordability 
Index,"  with  Ste&n  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  "Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Simians. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
"Forecasting  Housing  Demand  in  Florida,"  with  Stacy  Sirmans. 

University  of  South  Carolma,  4/1999-1 1/1999,  $10,000,  "Forecasting  Housing  Demand 
in  South  Carolina,"  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  "Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course." 

TIAA-CREF,  8/1998-8/1999,  $23,000,  "Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A  Case  Study  of  Pension  Choices  in  Higher  Education,"  with  Melissa 
Hardy  and  Larry  Hazehigg. 

Florida  Department  of  Biwiness  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
"Forecasting  Seniors'  Demand  for  Housing  in  Florida,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
"Housing  Price  Appreciation  in  Orlando  and  Tampa,"  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  "Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course." 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
"Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  401(k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfere  and  Benefit  Administration,  3/1996-6/1997, 
$1 5,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Comwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Woricplaces,"  part  of  a  service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator  (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfere  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Admmistration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retu^e  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  ChaUenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declinmg  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  "Employee  Turnover  in  the  Long-Term  Care  Industry,"  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,"  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  "The  Risk  and  Return  of  Pension  Investments  in  Btnployer  Stock,"  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  "Replacing  Eamings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,"  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  "Labor  Market  Transitions  of  Older  Workers,"  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  HirscL 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 

Participation  in  Regional  Meetings 
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Presented  "Unions  and  Pension  Performance:  The  Role  of  Pension  Design,"  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  "Recent  Federal  Reserve  Policy;  An  Evaluation"  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  "Topics  in  Health  Economics,"  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  "Teacher  Pay,  Principals,  and  Schooling,"  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  "Pensions  and  Retirement"  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,**  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  "Do  Pensions  Impede  Phased  Retirement?"  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  "When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?"  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  "How  Will  tiie  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?"  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  "Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,"  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Mluencing  Participation  and  Contribution  Levels  in  401  (k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
PoUcy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southem  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southem  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Inamigrants,"  at  the  Southem  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southem  Economic 
Association  meetings,  Novemb^  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southem  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  "Teaching  Macroeconomics  During  Troubled  Times,"  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,"  at 
Pennsylvania  State  University,  April  2010. 

Presented,  "The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today"  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  "Minimum  Wage  &  EITC"  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Lehigh  University, 
April  2009. 
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Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  'The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Trinity  University,  October  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Georgia  State  University,  April  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 

Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  "Improving  Pension  Coverage  at  Small  Finns,"  at  Hudson  Institute,  May 

2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Society  of  Labor 
Economics  meetings.  May  2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposiimi  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  "The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,"  at  West 
Virginia  University,  April  2005. 

Presented,  "The  Risk  and  Return  of  Pension  Investmente  in  Employer  Stock,"  at  the 
University  of  Kentucky,  November  2004. 

Presented,  "The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,"  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  "The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,"  at  the  University  of  Oklahoma,  February  2004. 

Presented,  "Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?"  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  "How  Will  the  Growth  of  DC  and  401  (k)  Plans  Afifect  Pension  hicome?"  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  "Benefits  and  Worker  Productivity,"  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  "Using  Hi-Tech  in  Large  Lectures,"  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  "Employee  Participation  in  401(k)  Plans,"  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  "Gender,  Race,  and  Ethnicity  in  the  Labor  Market,"  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children's  Effects  on  Women's  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  ui  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  uithe  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Lidividual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  bistitute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
tiie  Summer  histitute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  DecUne  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonnmon  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry.  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Jottrnal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Gxeensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  Univrasity  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsui- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical.  Trinity,  Fall  201 1. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who 's  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 
Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 

Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a  "Favorite  Professor 
Award"  in  Falll  990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  201 1- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-2011 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 

Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 

Economics  Department  Conmiittees: 


32 


Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 

Member,  Undergraduate  Economics  Committee,  Fall  1998- 

Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 

FaU  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 

Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph,D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 

Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 
Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1996,  Spring  2000,  Spring  2001,  Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 
Recruiting  Committee,  Department  of  Economics,  1990-92. 
Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Charter  Advisor,  1988-89. 
Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 
Omicron  Delta  Epsilon  Advisor,  1 987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  LeelaHebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Cramiell,  2000 
Member,  Mark  Plotmck,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 

Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-MalM,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J.  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 .  Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3 .  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrotigful 
termination;  2008;  Case  No:  01-554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
SDivision;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1:07- 
CV-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPMAVCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G  &  S  Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northem  District  of  Florida;  gave 
deposition;  wrongful  mjury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northem  District  of  Florida;  gave 
deposition;  wrongfiil  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Paokey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1:09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-0150-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H  &  R  Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty;  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongfiil 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
mjury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Coixrt  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  201 1 . 
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22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  201 1 . 

23.  LUlie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongfiil  death;  201 1;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
201 1;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  lO-CA-2429 


Michael  P.  Kelsay,  Ph.D. 

April  24,  2012 
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1  Q.   Did  you  talk  with  Mr.  Grant  or  Ms.  Haggard 

2  in  preparing  for  this  deposition? 

3  A.   I  had  a  conference  call  vAfb.  both  of  them 

4  yesterday  afternoon. 

5  Q.  And  generally  whenever  you've  wanted  some 

6  information  or  a  report  or  data,  have  you  been  able 

7  to  receive  it? 

8  A,    From  them? 

9  Q.   From  them. 

10  A.  I'm  not  sure  what  kind  of  data  you're 

11  talking  about. 

12  Q.   Well,  let  me  just  ask  you  have  they  given 

13  you  everything  youVe  asked  for? 

14  A.  Yeg. 

15  Q.   £k>  if  8  £iir  for  me  to  assume  that  if 

1 6  there's  something  you  didn't  look  at,  it's  not 

17  because  they  didn't  give  it  to  you.  It's  because 

1 8  you  didn't  ask  for  it  from  them? 

19  A.  Yes. 

20  Q.  Okay.  I  want  to  mop  up  a  couple  of  things 

21  on  your  qualifications.  I  don't  see  that  you  teach 
2  2     any  classes  on  labor  economics. 

23  A.  Correct. 

24  Q.   And  you  know,  at  one  point  opposing 

2  5     counsel  told  me  that  a  labor  economist  was  being 
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1  A.  No. 

2  Q.   Doyouknowwho  Jobs  with  Justice  is? 

3  A.   Not  really.  I've  heard  of  them,  but  I've 

4  never  talked  to  them,  or  they  have  talked  to  me. 

5  Q.   How  about  the  Economic  Policy  Institute? 

6  Any  interaction  wifli  them  befbre  you  were  retained? 

7  A.  No. 

8  Q.   Do  you  know  what  the  Economic  Policy 

9  mstituteis? 

10  A.   It's  my  understanding  and  general  sense  is 

11  that  it  publishes  work  on  policy  aspects  aenm  the 

12  wide  spectrum  of  issues. 

13  Q.    Have  you  detected  any  political  leanings 

14  in  EPIs,  for  lack  of  —  so  I  don't  have  to  say  it 

1 5  over  and  over  again  -  in  EPI's  publications? 

16  A.   Could  you  repeat  that? 

17  Q.    Sure.  Have  you  detected  any  political 

lo        Icalling  in  Ctrl  9  pilDllCallUllB  I 

19  A.   Well,  in  terms  of  what  small  sample  of 

20  giuff  r ve  reviewed  for  them,  they  have  a  policy  of 

2 1  leaning  towards  lower  wage  people,  issues  of  incom 

22  and  equality  and  the  like, 

23  Q.    Do  you  think  it's  important  to  consider 
2  4     political  bias  of  sources  that  you  rely  upon? 
25        A,    Ycafi,  1  believe  it  is. 
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1  retained.  I'm  not  sure  if  they  were  talking  about 

2  you  or  ifthey  didn't  know  who  you  were  yet.  Are 

3  you  a  labor  economist? 

4  A.   I  believe  I  am. 

5  Q.    What  makes  a  labor  economist? 

6  A.   Working  in  a  variety  of  different 

7  labor-related  issues  over  the  past  decade. 

8  Q.   Now  befbre  the  last  decade  it  looks  like 

9  most  of  your  work  was  with  environmental  and  waste 

10  disposal  issues;  is  that  right? 

11  A.  Yeah,  that's  correct.  That's  what  my 

12  dissertation  was  in. 

13  Q.  You've  never  given  expert  testimony  on  the 

1 4  minimum  wage  before,  correct? 

15  A.  Correct. 

16  Q.   You've  never  had  a  publication  in  a  peer 

17  reviewed  journal? 

18  A.  No. 

19  Q,    Okay.  And  no  publication,  I  guess,  in  a 

20  peer  reviewed  journal  on  the  minimum  wage? 

21  A.  No. 

22  Q .   Have  you  had  any  contact  or  interaction 

2  3     with  NBLK  before  you  were  retained  in  this  matter? 

24  A.  No. 

25  Q.   With  Jobs  with  Justice? 
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1  Q .   How  did  you  choose  ~  let's  move  to  your 

2  index  of  materials. 

3  (Whereup(»i,  Deposition  Exhibit  Number  3  was  market 

4  by  die  reporter  for  identification.) 

5  Q.    (BY  MR.  GREIM)  Okay.  We've  maiked  that 

6  as  Exhibit  3.  First  of  all,  who  prepared  Exlubit  3? 

7  MR.  GRANT:  What  are  you  looking  at, 

8  Eddie? 

9  MR.  GREIM:  Tlte  articles  relied  upon 

10  by  Dr.  Kelsay. 

1 1  MR,  GRANT:  Is  tliat  the  index  or  -- 

1 2  MR.  GREIM:  It's  Numbered  1  through 

13  19,  and  the  title  is  "Documents  Relied  Upon  by 

14  Dr.  Kelsay," 

15  MR.  GRANT:  Okay. 

1 6  Q.   (BY  MR.  GREIM)  Who  prepared  this 

17  document? 

1  o       A.   I  did. 

19  Q.   Wlien  did  you  prepare  it? 

20  A.    I'd  have  to  look  at  my  e-mails  to 

2 1  determine  that. 

22  Well,  I  received  a  copy  of  an  e-mail  dated 

2  3     April  Ah,  and  It  said,  "Could  I,  by  early  next 

2  4     week,  send  me  an  Index,"  so  I  would  guess  if  s  a 
25     week  or  so  later. 
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JAY  E,  SUDDRETH  &  ASSOCIATES,  INC. 
Toll  Free:  (800)466-2580  Local:  (913)  492-0111  or  (816)471-2211 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Health 
and  Senior  Services,  the  Department  of  Public  Safety,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin, 
the  City  of  Kansas  City,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  Rockwood  R-VI  School  District,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

hicreased  state  and  local  government  costs  for  wages,  operating  expenses,  and  programs 
could  exceed  an  estimated  $66  million  annually.  State  and  local  government  income  and 
sales  tax  revenue  could  increase  by  an  estimated  $11.1  million  annually. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-017) 


Subject 

Initiative  petition  from  Lara  Granich  regarding  a  proposed  amendment  to  Chapter  290  of 
the  Revised  Statutes  of  Missouri.  (Received  December  10,  2012) 

Date 

December  31,  2012 
Description 

This  proposal  would  amend  Chapter  290  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St,  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Lara  Granich  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 


Edward  D.  Greim  provided  information  as  an  opponent  of  the  proposal  to  the  State  Auditor's 
office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  they  are  deferring  to  the  Office 
of  Administration  -  Division  of  Budget  and  Planning  for  the  fiscal  impact  on  the 
minimum  wage  provisions  of  this  petition.  There  is  no  fiscal  impact  to  their  department 
from  the  other  portions  of  the  petition. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  legislation. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
they  defer  to  the  Office  of  Administration  -  Division  of  Budget  and  Planning. 

Officials  from  the  Department  of  Higher  Education  indicated  they  assume  that  in 
addition  to  direct  personnel  costs  estimated  by  the  Office  of  Administration  for  this 
request  for  state  employees,  the  proposal  would  have  an  unknown  negative  fiscal  impact 
on  their  department  as  its  provisions  would  most  Ukely  result  in  an  unknown  cost 
increase  for  products  and  services  purchased  by  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  defer  to  the  Office  of  Admirrisfration  -  Division  of  Budget 
and  Planning  for  response  to  this  petition  regarding  their  employee  cost  as  it  relates  to 
raising  the  minimum  wage. 

With  regard  to  other  issues  this  petition,  if  passed,  will  have  no  cost  or  savings  to  then- 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  defer  to  the  Office  of 
Adminisfration  -  Division  of  Budget  and  Planning. 

Officials  from  the  Department  of  Natural  Resources  indicated  that  per  instructions 
from  the  Office  of  Administration,  they  defer  to  them  for  statewide  response  to  this 
initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  they  have  no  impact  for  this 
initiative  petition. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 


Officials  from  the  Department  of  Revenue  indicated  employees  of  their  department  that 
would  potentially  be  affected  by  this  initiative  petition  would  be  our  temporary  Tax 
Season  Employees. 

An  increase  in  minimum  wage  to  $9.25  would  be  a  $1.75  increase  for  all  employees  that 
receive  the  current  minimum  wage.  A  $1.75  increase  would  result  in  an  increase  on  their 
departments'  personal  services  budget  (Taxation's  temporary  tax  season)  by 
approximately  $72,400  per  year. 

Officials  from  the  Department  of  Social  Services  provided  the  following  division 
comments: 

Officials  from  the  Division  of  Youth  Services  (DYS)  indicated  a  total  estimated  net  effect 
on  all  funds  for  fiscal  year  2015  of  (unknown  >  $21,800/$43,600)  and  for  fiscal  year 
2016  of  (unknown  >  $43,600/$87,200). 

They  provided  the  following  comments: 

This  petition  would  impact  the  Division  of  Youth  Services  in  several  ways.  The  division 
has  a  work  experience  program  which  youth  are  employed  at  minimum  wage  in  various 
work  activities.  This  legislation  would  decrease  the  number  of  youth  who  could 
participate  in  the  program  and/or  the  number  of  hours  worked  per  youth. 

The  division  has  32  residential  facilities  and  8  day  treatment  facilities.  These  faciUties 
purchase  a  variety  of  goods  and  services.  An  increase  in  minimum  wage  would  lead  to 
an  increased  cost  of  goods  and  services.  According  to  Econ  Papers.  RePEc.  06, 
November,  2012.  http://econpapers.repec.org/paper/agsuersab/33598.htm,  a  bulletin  from 
the  United  States  Department  of  Agriculture,  Economic  Research  Service,  states  for 
every  $.50  increase  in  minimum  wage,  food  prices  would  increase  less  than  one  percent 
from  food  stores  and  one  percent  at  eating  and  drinking  establishments  if  the  total 
increase  is  passed  on  to  consumers. 

This  could  lead  to  an  impact  of  approximately  $43,600  yearly  to  the  division  if  the 
minimum  wage  were  set  at  $8.40,  $8.45,  or  $8.50  (approximately  a  $1.00  increase  over 
the  existing  rate  of  $7.35,  effective  1/1/13).  The  fiscal  impact  would  be  approximately 
doubled  ($87,200)  if  the  minunum  wage  were  to  be  set  at  $9.25  ($9.25  -  $7.35  =  $1.90 
increase). 

The  division  assimies  there  will  be  increased  prices  of  other  goods  and  services,  however, 
is  unable  to  calculate  the  increase. 

Officials  from  the  Division  of  Youth  Services  spent  $2,179,988  for  food  related  items  in 
fiscal  year  12.  If  the  minimum  wage  increase  lead  to  a  1%  increase  in  cost  per  $.50 
increase  in  minimum  wage,  the  annual  impact  would  be  $43,600  at  the  $8.40,  $8.45,  and 
$8.50  levels  and  $87,200  at  the  $9.25  level. 


It  is  assumed  other  product  and  service  cost  would  increase;  however,  the  amount  is 
unknown,  therefore  the  Division  estimates  an  impact  of  unknown  but  greater  than 
$43,600  for  IP  14-014,  IP  14-015,  and  IP  14-016  and  $87,200  for  IP  14-017. 

If  any  of  these  initiative  petitions  were  to  pass,  the  new  minimum  wage  rate  would  be 
effective  January  1,  2015.  Therefore,  in  FY  15  only  half  the  estimated  annual  impact 
($21,800  or  $43,600)  is  shown  on  the  accompanying  spreadsheet. 

DYS  food  expenses  are  paid  from  three  funds:  8%  from  General  Revenue;  58%  from 
0610  (federal  funds)  and  34%  from  0620  (DSS  educational  improvement  fund). 

The  Children's  Division  (CD)  indicated  a  total  estimated  net  effect  on  all  funds  for  fiscal 
year  2015  of  unknown  and  for  fiscal  year  2016  of  unknown. 

They  provided  the  following  comments: 

Section  209.502  may  impact  the  Children's  Division  in  two  ways:  Eligibility  for  the  child 
care  program,  and  costs  charged  by  vendors  who  employ  people  paid  minimum  wage. 

This  section  would  increase  the  amount  of  gross  income  received  by  some  participants  of 
the  Children's  Division  child  care  program.  The  CD  is  unable  to  determine  how  many 
participants  may  be  affected  by  raising  the  state  minimum  wage  to  $9.25  per  hour. 
However,  since  the  child  care  program  is  income  based,  this  may  result  in  some 
participants  who  receive  the  higher  state  minimum  wage  to  now  exceed  the  income 
limits,  which  would  result  in  loss  of  child  care  program  benefits.  Some  participants  who 
receive  the  higher  state  minimum  wage  may  continue  to  be  eligible  for  benefits,  but  at  a 
reduced  level. 

Vendors  may  also  be  impacted.  While  some  vendors  with  whom  the  Children's  Division 
contracts  may  employ  individuals  who  are  paid  minimum  wage,  CD  would  not 
automatically  increase  rates  paid  to  those  contractors  as  a  result  of  this  legislation.  It 
could  be  expected;  however,  that  at  the  times  such  contracts  were  re-bid,  vendors  would 
increase  their  pricing  to  cover  such  an  increase. 

The  Children's  Division  does  not  expect  to  be  immediately  fiscally  impacted  by  the 
changes  proposed  in  this  initiative  petition. 

Officials  from  the  Family  Support  Division  (FSD)  indicated  a  total  estimated  net  effect 
on  all  funds  for  fiscal  year  2015  of  unknown  and  for  fiscal  year  2016  of  unknown. 

They  provided  the  following  comments: 

Section  209.502  would  increase  the  amount  of  gross  income  received  by  some 
participants  of  the  Family  Support  Division's  programs.  The  FSD  is  unable  to  determine 
how  many  participants  may  be  affected  by  raising  the  state  minimum  wage  to  $9.25  per 
hour.  However,  since  these  programs  are  income  based,  this  may  result  in  some 


participants  who  receive  the  higher  state  minimum  wage  to  now  exceed  the  income 
hmits,  which  would  result  in  loss  of  program  benefits.  Some  participants  who  receive  the 
higher  state  minimum  wage  may  continue  to  be  eligible  for  program  benefits,  but  at  a 
reduced  level.  These  programs  include,  but  are  not  Umited  to: 

•  Food  Stamp  benefits; 

•  Temporary  Assistance; 

•  MO  HealthNet  coverage;  and 

•  Low-Income  Home  Energy  Assistance. 

Officials  from  the  Information  Technology  Services  Division  indicated  a  total  estimated 
net  effect  on  all  funds  for  fiscal  year  2015  of  $0  and  for  fiscal  year  2016  of  $0. 

They  provided  the  following  comments: 

This  Initiative  Petition  would  require  annual  changes  to  the  State  Minimum  Wage 
amounts  for  the  Family  Assistance  Management  Information  System  (FAMIS)  and  the 
Missouri  Work  Assistance  (MWA)  program. 

The  changes  to  the  State  Minimum  Wage  amounts  are  considered  regular  annual 
maintenance  for  these  systems  and  incur  no  additional  costs. 

Officials  from  the  Family  Support  Division  (FSD)  Child  Support  indicated  a  total 
estimated  net  effect  on  all  funds  for  fiscal  year  2015  of  unknown  and  for  fiscal  year  2016 
of  unknown. 

They  provided  the  following  comments: 

Section  209.502  would  increase  the  amount  of  some  parents'  gross  income  used  for  child 
support  guideline  calculations,  resulting  in  a  higher  child  support  obligation  amount  on 
an  unknown  number  of  cases.  Higher  child  support  obligation  amounts  would  likely 
result  in  both  increased  child  support  collections  and  increased  past-due  child  support 
debt  (arrearages).  FSD  is  unable  to  quantify  expected  collection  and  arrearage  increases. 

Officials  from  the  MO  HealthNet  Division  indicated  a  total  estimated  net  effect  on  all 
funds  for  fiscal  year  2015  of  ($43,033,762)  and  for  fiscal  year  2016  of  ($89,424,157). 

They  provided  the  following  comments: 

FQHC  (Federally  Qualified  Health  Clinic)  and  RHC  (Rural  Health  Clinic)  are  currently 
reimbursed  based  on  a  percentage  of  billed  charge  with  cost  settlements  at  a  future  date. 
These  cost  settlements  could  include  an  increase  in  approximately  3  to  4  years  after  an 
increase  in  minimum  wage,  however,  the  amount  is  unknown. 

For  Hospitals  MO  HealthNet  bases  reimbursement  for  a  given  year  on  the  fourth  prior 

year  cost  report  trended  forward.  Since  the  first  requirement  is  effective  January  1,  2015, 
the  increased  cost  would  begin  to  be  refiected  in  2015  cost  reports.  MO  HealthNet  would 


use  2015  cost  reports  to  establish  reimbursement  for  state  fiscal  year  2019.  Therefore 
there  would  not  be  a  fiscal  impact  to  the  MO  HealthNet  Division  for  fiscal  years  2014, 
2015,  and  2016,  but  starting  fiscal  year  2019  there  could  be  a  cost,  but  the  amount  is 
unknown. 

For  Nursing  Facilities  no  fiscal  impact  in  2014;  $43,033,762  (GR  $16,339,919)  for  2015 
(computed  by  taking  projected  Medicaid  days  times  prior  allowed  per  diem  increase 
divided  by  6  months  since  goes  into  effect  January  1,  2015)  and  $89,424,157  (GR 
$33,954,353)  for  2016.  3.9%  trend  used  for  2016.  Money  must  be  allocated  by  legislature 
for  rate  increases.  See  long  range  impUcations. 

OA  will  handle  the  fiscal  impact  for  all  state  employee  costs  of  raising  the  state  minimum 
wage. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  added  costs  to  their 
office  if  this  amendment  is  approved  by  the  voters. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  direct  fiscal  impact 
to  their  agency,  but  there  is  unknown  impact  on  their  cost  of  doing  business. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated: 

This  proposed  amendment  raises  the  state's  minimum  wage  to  $9.25  per  hour  or  the 
federal  minimum  wage  rate,  whichever  is  higher,  beginning  January  1,  2015. 

Because  no  tax  rates  are  affected,  there  is  no  direct  impact  on  general  and  total  state 
revenues.  However,  these  proposals  may  have  several  indirect  affects  which  could  impact 
revenue  collections  by  an  unknown  amount,  including  but  not  limited  to: 

•  Increased  wages  for  certain  employees.  According  to  the  US  BLS,  in  2011,  Missouri  had 
109,000  hourly  employees  earning  wages  at  or  below  the  federal  minimum  wage;' 

•  Increased  consumption  by  those  employees; 

•  Lower  overall  employment  (if  employers  choose  to  hold  costs  steady); 

•  Lower  business  investment  (if  employers'  payrolls  increase); 

•  Increased  prices  as  firms  pass-through  labor  costs. 

This  proposal  will  increase  state  personnel  costs  at  various  state  agencies.  According  to 
OA's  Division  of  Personnel,  as  of  December  2012  there  were  1,641  employees  that  would 
be  impacted  by  increasing  the  minimum  wage  to  $9.25  per  hour.  The  estimated  annual 
cost  of  increasing  wages  to  $9.25  per  hour  is  $1,591,661  ($141,580  GR)  and  $132,349 
($17,803  GR)  m  fringe  benefits. 


^  http://www.bls.gov/cps/minwage201 1tbls.htm#3 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  appears  to  have  no  fiscal 
impact  as  it  relates  to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically  been 
an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  fiscal  year  201 1,  at  the  August  and  November  elections,  there  were  6  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $1.02  million  to  publish  (an 
average  of  $170,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 
Officials  from  St.  Louis  County  indicated 

In  regard  to  Initiative  Petition  14-017,  St.  Louis  County  estimates  that  an  increase  in  the 
minimum  wage  to  $9.25/hour  would  cost  the  County  an  additional  $59,780  per  year.  The 
increase  would  only  affect  seasonal  workers  employed  by  the  St.  Louis  County 
Department  of  Parks  and  Recreation. 


ST.  LOUIS  COUNTY  POSITIONS  EARNING  LESS  THAN  $9.25/HOUR 


Position 

Current 
Pay 
Rate 

Difference 
w  $9.25  minimum 

3  Months  per 
Season  Employment 

Additional  Cost 
per  Employee 

#of 
Employees 

Additional 
Cost 

Lifeguards 

$9.00 

$0.25 

520 

$130.00 

30 

$3,900.00 

Day  camp  counselors 

$7.25 

$2.00 

520 

$1,040.00 

30 

$31,200.00 

Cashiers 

$8.65 

$0.60 

520 

$312.00 

7 

$2,184.00 

Ice  rinkguards* 

$7.25 

$2.00 

400 

$800.00 

25 

$20,000.00 

Total  for  Seasonal  Employees 

$57,284.00 

Total  for  Two  Full-Tlme  Cashiers 

$0.60 

2080 

$1,248.00 

2 

$2,496.00 

GRAND  TOTAL  ADDITIONAL  COSTS 

$59,780.00 

*  Ice  rink  guard  expenses  are  calculated  separately  at  20  hours  per  week  for  five  mon  ths 


Officials  from  the  City  of  Columbia  indicated  the  proposal  if  passed  is  expected  to  cost 
the  City  of  Columbia  $172,303/year,  this  amount  does  not  include  fringe  benefits. 

Officials  from  the  City  of  Jefferson  indicated  if  this  petition  would  become  law,  it  would 
cost  the  city  approximately  $214,468  per  year. 

Officials  from  the  City  of  Kirkwood  indicated  for  14-014,  14-015,  14-016,  and  14-017 
their  response  is  the  same.  While  the  dollar  impact  may  change,  the  fiscal  impact  remains 
the  same. 

The  estimate  of  the  impact  of  this  proposed  change  in  the  minimum  wage  is  based  on  the 
premise  that  in  order  to  remain  competitive  the  city  would  increase  across  the  board  the 
hourly  rates  for  all  part  time  and  seasonal  personnel  by  the  difference  between  the  current 
minimum  wage  and  the  new  proposed  wage  level.  Based  on  the  premise  the  costs  would 
be  as  follows: 

25,760  hours  x  $1.10  =  $28,336  plus  social  security  and  Medicare  adds  another  $2,170  = 
roughly  $30,500.  Add  another  $370  for  those  who  qualify  for  pension  benefits  and  the 
total  comes  to  $30,870. 

What  this  number  does  not  take  into  consideration  what  potential  increases  we  might 
have  with  contractual  services  providers  such  as  Midwest  Pool  Management.  If  such 
providers  fmd  it  necessary  to  increase  their  salaries  in  order  to  remain  competitive,  it 
could  increase  our  costs.  Based  just  on  Midwest's  current  situation  that  could  add 
upwards  of  $24,000  to  our  cost.  It  would  take  a  considerable  amount  of  time  to  try  to 
determine  what  the  impact  throughout  our  operation  would  be  in  this  regard. 

It  looks  Uke  the  biggest  impact  on  the  city  will  be  in  the  Recreation  Department. 
Minimum  wage  hires  are  done  mostly  in  Day  Camp,  Tennis,  and  Pool.  There  were 
approximately  28  minimum  wage  hires  this  summer  in  Recreation. 

Other  summer  hires  in  Water,  Parks  &  Streets  usually  hire  above  the  minimum. 

Officials  from  the  City  of  Wentzville  indicated: 

This  would  be  harmful  to  the  City  of  Wentzville,  meaning  at  least  $35,000  in  payroll 
costs  for  the  part  time  employees,  mostly  kids,  that  the  city  hires  to  work  each  summer  in 
Parks,  plus  the  effect  on  those  higher  full  time  employees  so  that  there  is  separation  in 
our  pay  plan. 

Officials  from  Linn  State  Technical  College  indicated  these  changes  could  have  an 
estimated  cost  of  $85,000  to  Linn  State  Technical  College. 

Officials  from  Metropolitan  Community  College  indicated  an  increase  in  the  Missouri 
minimum  wage  to  $9.25/hour  would  cost  the  Metropohtan  Community  College 
approximately  $375,000. 


Officials  from  University  of  Missouri  indicated  they  are  unable  to  determine  the 
financial  impact  of  the  proposed  amendment  to  the  Revised  Statutes  of  Missouri  because 
they  do  not  know  which  version  of  the  petition  would  go  to  the  voters,  but  beheve  this 
proposal  would  have  significant  financial  liability  for  the  University. 

Lara  Granich  provided  the  following  information  as  a  proponent  of  this  initiative  petition. 


December  20,  2012 


Missouri  State  Auditor 
Jefferson  City,  MO 

Re:     Fiscal  Impact  Analysis  of  Minimum  Wage  Initiative  Petitions 
Version  5  (Increase  to  $8.40) 
Version  6  (Increase  to  $8.45) 
Version  7  (Increase  to  $8.50) 
Version  8  (Increase  to  $9.25) 


This  letter  is  from  Lara  Granich  and  Missouri  Jobs  with  Justice,  proponents  of  the  above- 
captioned  initiative  petitions.  Pursuant  to  RSMo.  Section  1 1 6. 1 75,  we  write  to  submit  the 
following  fiscal  impact  information  to  assist  your  office  in  its  analysis  of  the  fiscal  impact  of  the 
following  four  proposed  Minimum  Wage  Initiative  Petitions: 

•  Version  5,  which  would  increase  Missouri's  minimum  wage  to  $8.40  effective  January 
2015 

•  Version  6,  which  would  increase  Missouri's  minimum  wage  to  $8.45  effective  January 
2015 

•  Version  7,  which  would  increase  Missouri's  minimum  wage  to  $8.50  effective  January 
2015 

•  Version  8,  which  would  increase  Missouri's  minimum  wage  to  $9.25  effective  January 
2015 

Our  analysis  estimates  the  impact  of  the  four  proposed  initiative  petitions  on  state  and  local  sales 
and  personal  income  tax  revenue  in  Missouri.  We  follow  the  process  that  has  been  used  in  the 
past  to  estimate  the  impact  of  minimum  initiative  petitions  on  state  and  local  sales  and  personal 
income  tax,  with  some  refinements.  We  also  address  certain  claims  that  have  been  made  by 
opponents  in  the  past. 

We  have  not  included  in  our  analysis  an  estimate  of  the  impact  on  state  and  local  payroll  costs  of 
the  minimum  wage  increases.  See  Section  IV  -  Additional  Considerations. 


We  estimate  that,  under  the  four  versions  of  the  petition,  state  and  local  income  and  sales  tax 
revenue  will  increase  as  follows: 


Increased  State 

Minimum 

and  Local  Sales 

Version 

Wage 

and  Personal 

Increase  to 

Income  Tax 

Revenue 

5 

$8.40 

$8,841,809 

6 

$8.45 

$9,932,749 

7 

$8.50 

$11,052,292 

8 

$9.25 

$34,556,387 

I.     Estimate  of  Number  of  Workers  Affected  Statewide  and  the  Impact  on  Their  Wages 

To  estimate  the  impact  of  the  proposed  minimum  wage  initiative  petition  on  state  and  local 
government,  the  first  thing  that  we  have  done  is  to  determine  how  many  employees  state-wide 
will  be  affected,  and  how  many  millions  of  dollars  in  total  wage  increases  they  will  receive. 
From  these  total  increased  wage  figures  one  can  then  estimate  the  portion  that  will  be  spent  on 
goods  and  services  on  which  state  sales  tax  is  charged,  generating  increased  sales  tax  revenue. 
And  one  similarly  can  estimate  the  portion  of  the  increased  wages  that  will  be  received  by 
individuals  who  are  subject  to  Missouri's  income  tax,  resuUing  in  increased  income  tax  revenue. 

The  Economic  Policy  Institute  (EPI)  prepared  and  provided  us  with  estimates  of  the  number  of 
workers  affected  and  the  total  resulting  wage  increases  for  Versions  5,  6,  7  and  8.  Our 
calculations  are  based  on  the  EPI  estimates. 

We  should  note,  however,  that  the  above  estimates  of  increased  state  and  local  sales  and  personal 
income  tax  revenue  do  not  include  additional  state  and  local  tax  revenue  that  will  be  generated  by 
tipped  workers  who  will  receive  raises,  many  of  whom  are  not  captured  in  our  wage  increase 
analysis  because  their  earnings  are  above  the  proposed  value  of  the  minimum  wage  and  the  likely 
range  of  related  spillover  effects,  and  who  will  receive  a  greater  increase  under  the  proposed 
measures  than  other  employees.  Additional  state  and  local  tax  revenue  is  likely  greater  than  we 
estimate  once  these  tipped  workers  are  factored  in. 
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Below  are  the  EPI  estimates: 


Effects  of  Missouri  Minimum  Wage  Inaeases 

Proposed 

Minimum 
Wage 
Level 
1/1/2015 

Size  of 
Increase 

Total 

Estimated 

Workers' 

Directly 
Affected' 

Indirectly 
Affected^ 

Total 
Affected 

Total 
Affeaed 
as%af 
Worlters 

Total  Wage 
Increase' 

GDP  Impact^ 

Jobs  Impact  - 
Full-time 
Employment 
(job  years)' 

$8.40* 

So. 80 

2,585,000 

169,000  141,000 

310,000 

12.0% 

$  135,290,000 
$  151,983,000 

$  85,639,000 

 ^*5„ 

5845 

S0.85 

2,585,000 

174,000  142,000 

316,000 

12.2% 

$  96,205,000 

840 

S8.50 

$0.90 

2,585,000 

175,000  151,000 

326,000 

12.6% 

$  169,113,000 

$  107,049,000 

930 

S9.25 

$1.65 

2,585,000 

314,000  275,000 

589,000 

22.8% 

$  528,754,000 

$  334,701,000 

2,900 

Notes:  'All  scenarios  model  an  increasein  January  2015  above  the  legislated  indexed  increases  for  2014  and  2015.  TheCBO 
projects  inflation,  as  measured  by  tiie  Consumer  Price  Index  (CP!),  to  be  1.4%  in  2013  and  1.8%  in  2014.  Ttiis  would  cause  the 
MO  state  minimum  wage  to  go  from  S7.35  to  $7.45  in  2014,  and  from  S7.45  to  $7.60  in  2015.  Thus,  these  four  scenarios  model 
[Increases  above  a  minimum  wage  of  $7.60  per  hour.    


T 


Assumed  annual  population  growth:  0.686%  (MO  projected  average  annual  rate  from  2010  to  2015,  according  to  MO  Office  of 
Administration  http://oa.mo.gov/bp/projections/data.htm)   

Assumed  annual  wage  growth:  2.3%  (MO  annual  average  of  the  bottom  20%  of  wage  earners 
from  2002-2006  according  to  CPS  ORG) 


'•Total  estimated  worlters  is  estimated  from  the  2011  CPS  respondents  for  whom  either  a  valid  hourly  wage  is  reported  or  one  can 
be  imputed  from  weeltly  earnings  and  average  weekly  hours.  Consequently,  this  estintate  tends  to  understate  the  size  of  the  full 
.workforce. 

::zirz:xi:::xz::xzz,Jzzi:L_:_zizzz..:. 


Directly  Affected  workers  wil 
their  current  hourly  |iay. 


see  their  wages  rise  as  the  new  minimum  wage  rate  will  exceed 


Indirectly  affected  workers  have  a  wage  rate  just  above  the  new  minimum  wage  (between  the  new  minimum  wage  and  the  new 

minimum  wage  plus  the  dollar  amount  of  the  increase  in  the  previous  year's  minimum  wage).  They  will  receive  a  raise  as 


employer  pay  scales  are  adjusted 

upward  to  reflect  the  new  mlnlmuiD  wage. 

Total  annual  amountof  Increased  wages  for  directly  and  Indirectly  affected  workars. 

  1  1  1  .1  

!  .J   

GDP  and  job  stimulus  figures  utilize  a  national  model  to  estimate  the  GDP  Impact  of  workers'  increased  earnings.  Thus  the  total 
state  stimulus  may  be  lower  than  this  amount  because  workers  in  each  state  will  not  necessarily  spend  all  of  their  increased 
earnings  in-state.  However,  we  can  assume  that  most  of  the  increased  earnings  will  be  spent  in-state,  and  thus  most  of  the  jobs 
created  will  be  In-state.  Jobs  numbers  assume  full-time  employment  requires  $115,000  in  additional  GDP. 


Increased  economic  activity  from  these  additional  wages  adds  not  Just  Jobs  but  also  hours  for  people  who  already  have 
jobs  (work  hours  for  people  with  jobs  also  dropped  in  the  downturn).  Full-time  employment  takes  that  into  account,  by 
essentially  taking  the  number  of  total  hours  added  (including  both  hours  from  new  jobs  and  more  hours  for  people  who  already 
, have  jobs)  and  dividing  by  40,  to  get  full-time-equivalent  jobs  added. 

I        I  !  i  -  1   L   — L   i  IZ 


Job  impact  estimation  methods  can  be  found  in:  Hall,  Doug  and  Cooper,  David.  2012.  How  raising  the  federal  minimum  wage 
would  help  working  families  and  give  the  economy  a  boost.  Washington,  D.C.:  Economic  Policy  Institute. 

http://www.epi  .org/publication/ib341-raising-federai-minimum-wage/  and  Bivens.  Josh  L  2011.  Method  memo  on  estimating  the 
jobs  impact  of  various  policy  changes.  Washington,  O.C:  Economic  Policy  Institute,  http://www.epl.org/publication/methodology' 
lestlmatlng;jobs-impact/    _    _  _  _     


ISource:  EPI  Analysis  of  20tl  Current  Population  Surwy.  Outgol  ng  Rotation  Group 
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II.       Economic  Literature  on  the  Impact  of  Minimum  Wage  Increases  on  Employment 

Next  it  is  necessary  to  review  the  economic  literature  on  the  impact  of  minimum  wage  increases 
on  employment.  Opponents  often  claim  that  minimum  wage  increases  may  reduce  employinent 
in  a  state.  If  that  is  true,  then  those  employment  reductions  would  result  in  reductions  in  state 
income  and  sales  tax  revenue.  However,  review  of  the  most  credible  recent  empirical  research  on 
the  minimum  wage  shows  that  moderate  increases  in  the  minimum  wage  -  such  as  those  under 
consideration  here  -  have  had  no  discernible  impact  on  employment.  We  thus  conclude  that  it  is 
not  appropriate  to  project  that  the  proposed  initiative  petitions  would  result  in  any  detectable 
employment  reduction,  and  resulting  losses  in  income  and  sales  tax  revenue,  or  increases  in 
unemployment-related  costs  to  the  state. 

Economists  have  conducted  hundreds  of  studies  of  the  employment  impact  of  the  minimum  wage. 
A  recent  meta-study  -  a  formal  statistical  study  of  studies  -  by  Doucouliagos  and  Stanley  (2009) 
reviewed  all  the  research  conducted  over  the  last  three  decades  on  the  employment  impact  of 
minimum-wage  increases  on  teenagers  in  the  United  States.  The  researchers  concluded  that  the 
minimum  wage  has  little  or  no  discernible  effect  on  the  employment  prospects  of  low-wage 
workers.  Their  study  followed  a  rigorous,  peer-reviewed  procedure  and  has  the  advantage  of 
using  a  set  of  predetermined,  objective  criteria  for  weighing  the  validity  of  statistical  findings 
across  studies  with  different  results. 

(Source:  Doucouliagos,  Hristos  and  T.  D.  Stanley.  2009.  "Publication  Selection  Bias  in 
Minimum-Wage  Research?  A  Meta-Regression  Analysis."  British  Journal  of  Industrial  Relations, 
vol.  47,  no.  2,  pp.  406-428.) 

Recent  theoretical  and  empirical  research  emphasizes  several  explanations  for  the  consistently 
negligible  employment  impacts  of  moderate  increases  in  the  minimum  wage.  First,  relative  to 
total  wage  costs,  minimum-wage  increases  are  small.  Second,  employers  and  workers  appear  to 
respond  to  minimum-wage  increases  in  many  ways  that  reduce  the  direct  cost  to  employers  and 
substantially  reduce  or  eliminate  the  need  to  cut  employment. 

Probably  the  most  important  economic  response  to  a  higher  minimum  wage  is  a  reduction  in 
turnover.  At  higher  wages,  employers  fill  vacancies  faster  and  retain  employees  longer,  boosting 
total  employment  and  average  productivity  per  worker  while  reducing  direct  and  indirect  training 
costs.  Dube,  Lester,  and  Reich  (201 2),  for  example,  examined  the  effect  of  the  minimum  wage  on 
labor  turnover  among  teens  and  restaurant  workers.  They  find  "...striking  evidence  that 
separations,  new  hires,  and  turnover  rates  for  teens  and  restaurant  workers  fall  substantially 
following  a  minimum  wage  increase..."  (p.  2)  Their  findings,  using  nationally  representative  data, 
are  consistent  with  local  case  studies  of  the  minimum  wage  and  related  "living  wage"  laws, 
including  Dube,  Naidu,  and  Reich's  (2007)  analysis  of  the  San  Francisco  city-wide  minimum 
wage;  Fairris's  (2005)  study  of  local  government  contractors  in  Los  Angeles;  Howes  (2005)  on 
homecare  workers  in  California;  and  Reich,  Hall,  and  Jacobs  (2005)  on  workers  at  the  San 
Francisco  airport. 

(Sources:  Dube,  Arindrajit,  T.  William  Lester,  and  Michael  Reich.  2012.  "Minimum  Wage 
Shocks,  Employment  Flows  and  Labor  Market  Frictions."  Berkeley,  CA:  Institute  for  Research 
on  Labor  and  Employment.  Iittp:/  escholarship.oru/uc  ilem,  76n927ks;  Dube,  Arindrajit,  Suresh 
Naidu,  and  Michael  Reich.  2007.  "The  Economic  Effects  of  a  Citywide  Minimum  Wage." 
Industrial  and  Labor  Relations  Review,  vol.  60,  no.  4,  pp.  522-543;  Fairris,  David.  2005.  "The 
Impact  of  Living  Wages  on  Employers:  A  Control  Group  Analysis  of  the  Los  Angeles 
Ordinance."  Industrial  Relations,  vol.  44,  no.  I,  pp.  84-105;  Howes,  Candace.  2005.  "Living 
Wages  and  the  Retention  of  Home  Care  Workers  in  San  Francisco."  Industrial  Relations,  vol.  44, 
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no.  1,  pp.  139-163;  Reich,  Michael,  Peter  Hall,  and  Ken  Jacobs.  2005.  "Living  Wage  Policies  at 
the  San  Francisco  Airport:  Impacts  on  Workers  and  Businesses."  Industrial  Relations,  vol.  44,  no. 
l,pp.  106-138.) 

Employers  also  appear  to  respond  to  moderate  increases  in  the  minimum  wage  by  taking 
measures  to  boost  productivity.  Hirsch,  Kauftnan,  and  Zelenska's  (201 1)  study  of  the  impact  of 
the  federal  minimum-wage  increase  on  81  fast-food  restaurants  in  Georgia  and  Alabama,  for 
example,  asked  fast-food  managers  about  the  scope  for  efficiency  improvements  in  response  to 
the  minimum-wage  rise.  About  90  percent  of  managers  indicated  that  they  planned  to  respond  to 
the  minimum-wage  increase  with  increased  performance  standards  such  as  "requiring  a  better 
attendance  and  on-time  record,  faster  and  more  proficient  performance  of  job  duties,  taking  on 
additional  tasks,  and  faster  termination  of  poor  performers."  (p.  27)  Roughly  the  same  share  of 
managers  said  that  they  sought  to  "boost  morale"  by  presenting  the  minimum-wage  increase  as  a 
"challenge  to  the  store"  and  using  this  as  a  way  "to  energize  employees  to  improve  productivity." 
(pp.  28-29)  Based  on  their  interviews  with  store  managers,  the  researchers  concluded  that  a 
minimum-wage  increase  may  function  as  a  "catalyst  or  shock  that  forces  managers  to  step  out  of 
the  daily  routine  and  think  about  where  cost  savings  can  occur."  (p.  29)  (Source:  Hirsch,  Barry  T., 
Bruce  Kaufman,  and  Tetyana  Zelenska,  "Minimum  Wage  Channels  of  Adjustment."  IZA 
Discussion  Paper  No.  61 32.  Germany:  Institute  for  the  Study  of  Labor. 
http://wvvw2.HSu.edu/~ecobth/lZA  HKZ  MinWageCoA  dp6132.Ddn 

A  higher  minimum  wage  may  also  motivate  workers  to  work  harder,  independently  of  any  actions 
by  employers  to  increase  productivity.  According  to  "efficiency  wage"  theory,  wages  above  the 
competitive-market  rate  may  elicit  greater  work  effort  for  several  reasons.  As  Carl  Shapiro  and 
Joseph  Stiglitz  (1984)  have  argued,  higher  pay  increases  the  cost  to  workers  of  losing  their  job, 
potentially  inducing  greater  effort  from  workers  in  order  to  reduce  their  chances  of  being  fired. 
George  Akerlof  ( 1 982),  arguing  fi-om  a  more  sociological  point  of  view,  has  suggested  that 
workers  may  see  higher  wages  as  a  gift  from  employers,  leading  workers  to  reciprocate  by 
working  harder.  (Sources:  Shapiro,  Carl  and  Joseph  E.  Stiglitz.  1984.  "Equilibrium 
unemployment  as  a  worker  discipline  device."  American  Economic  Review,  vol.  74,  no.  3,  pp. 
433-444;  Akerlof,  George  A.  1982.  "Labor  contracts  as  partial  gift  exchange."  Quarterly  Journal 
of  Economics,  vol.  97,  no.  4,  pp.  543-569.) 

We  therefore  conclude  that  the  proposed  moderate  increase  in  the  Missouri  minimum  wage 
would  have  no  discernible  impact  on  the  employment  levels  of  low-wage  workers. 
Accordingly,  we  do  not  factor  in  reductions  in  employment,  or  any  resulting  decrease  in  sales  tax 
or  income  tax.  We  also  do  not  project  any  increased  unemployment  insurance  costs  -  both 
because  we  do  not  project  any  resulting  job  losses,  and  additionally  because  unemployment 
insurance  costs  are  paid  for  by  employer  premiums,  and  so  are  ultimately  not  a  cost  to  the  state. 


III.  State  and  Local  Sales  and  Personal  Income  Tax  Revenue  Impact  of  Raising  the 
Minimum  Wage 

Based  on  the  wage  impact  figures  calculated  above,  and  the  understanding  that  the  minimum 
wage  increases  would  be  unlikely  to  result  in  offsetting  job  losses,  we  next  calculate  the  impact  of 
the  projected  wage  increases  on  state  and  local  sales  and  personal  income  tax  revenue  in 
Missouri.  We  project  both  the  direct  impact  of  the  four  minimum  wage  increase  scenarios  on 
such  tax  revenue,  and  the  additional  impact  through  a  GDP  multiplier  effect. 
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Component  1 :     Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to 
Increased  Wages 


Personal  Income  Tax  Revenue.  In  order  to  determine  the  projected  increase  in  personal  income 
tax  revenues  that  would  result  directly  from  the  increased  wages,  we  had  to  develop  assumptions 
about  the  effective  income  tax  rates  of  the  affected  workers.  We  made  the  following  assumptions 
with  respect  to  the  effective  tax  rate: 

1 .  That  25%  of  affected  workers  can  be  claimed  as  a  dependent  on  another  party's  Missouri 
income  tax  return  and  as  a  result  would  pay  an  effective  tax  rate  of  6.0%  on  the  increase 
in  income; 

2.  That  50%  of  the  affected  workers  would  file  as  single  taxpayers,  would  claim  one 
deduction  of  $2,100,  and  would  be  entitled  to  a  standard  deduction  of  $5,800.  This 
would  result  in  an  effective  tax  rate  of  2.47%; 

3.  The  remaining  25%  would,  we  assumed,  would  pay  no  additional  Missouri  income  tax. 

In  light  of  these  assumptions,  the  increased  Missouri  income  tax  revenue  for  each  petition  version 
can  be  calculated  as  follows:  (total  wage  increase  *  25%  *  6.0%)  +  (total  wage  increase  *  50%  * 
2.47%)  +  (total  wage  increase  *25%  *  0%). 

Sales  Tax  Revenue.  The  State  of  Missouri  imposes  a  4.225%  state  sales  tax  on  those  items  that 
are  not  exempt  from  the  sales  tax  base.  In  addition,  the  average  local  sales  tax  rate  is  2.95%.  As 
a  result,  the  average  Missouri  net  sales  tax  rate  is  7.175%.  We  have  conservatively  estimated  that 
just  25%  of  the  higher  wages  would  be  spent  on  the  purchase  of  goods  that  are  subject  to  state 
and  local  sales  tax  in  Missouri. 


Based  upon  the  above  assumptions,  and  the  total  wage  increase  calculations  for  each  version  of 
the  petition,  we  estimate  that  the  increase  in  state  income  tax  revenue  resulting  from  the  increased 
wages  would  be  as  follows: 


Component  1 :  Increases  in  Sales  and  Personal  Income  Tax  Rewnue  from  increased  Wages 

Version 

IVfinimum 
Wage 
Increase 
to 

Total  Wage 
Increase 

State  Sales 
Tax 

(4.225%) 

LxKal  Sales 
Tax 

(2.95% ) 

Total  Sales 
Tax  Re\enue 
Increase 

Personal 
income  Tax 
Revenue 
increase 

Total  Sales  and 
Personal 
income  Tax 
Revenue 
Increase 

5 

$8.40 

$135,290,000 

$1,429,001 

$997,764 

$2,426,764 

$3,700,182 

$6,126,946 

6 

$8.45 

$151,983,000 

$1,605,320 

$1,120,875 

$2,726,195 

$4,156,735 

$6,882,930 

7 

S8.50 

$169,11.3,0a) 

$1,786,256 

$1,247,208 

$3,033,464 

$4,625,241 

$7,658,705 

8 

$9.25 

$528,754,000 

$5,584,964 

$3,899,561 

$9,484,525 

$14,461,422 

$23,945,947 

Moreover,  one  often-cited  authority  on  tax  information,  the  Tax  Foundation,  reports  that  the 

average  local  sales  tax  rate  in  Missouri  is  even  higher  at  3.53%.  See 

hllp://'taxfoundation.org/article/state-and-local-sales-taxes-midvear-2012 

If  one  uses  this  higher  rate,  total  revenue  increases  additionally  by  hundreds  of  thousand  dollars. 
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Component  2:  Increase  in  Personal  Income  Tax  Revenue  and  Sales  Tax  Revenue  Due  to 
Multiplier  Effect 

The  above  calculations  estimated  the  income  and  sales  tax  revenue  likely  to  be  generated  by  the 
direct  wage  increases  resulting  from  each  version  of  the  proposed  minimum  wage  increases.  In 
addition  to  those  direct  wage  increases,  economists  recognize  that  when  a  public  policy  change 
results  in  increased  consumer  spending,  that  spending  has  a  multiplier  effect  that  generates  more 
economic  activity,  increasing  the  Gross  Domestic  Product  (GDP).  Such  increases  in  GDP  are 
generally  understood  to  result  in  combination  of  new  jobs  or  expanded  hours  for  workers  (as 
businesses  bring  on  more  staff  to  meet  the  increased  consumer  demand),  and  increased  business 
income  (as  a  portion  of  the  increased  spending  is  retained  as  company  and  owner  profits). 

EPI  has  developed  a  formula  for  estimating  these  GDP  multiplier  effects  resulting  minimimi 
wage  increases.  See  Hall,  Doug  and  Cooper,  David.  2012.  How  raising  the  federal  minimum 
wage  would  help  working  families  and  give  the  economy  a  boost.  Washington,  D.C.:  Economic 
Policy  Institute.  http:'7w\vw.epi.ora'Publication/ib34l-raising-federal-minimum-wage/ ;  and 
Bivens,  Josh  L.  201 1.  Methods  memo  on  estimating  the  jobs  impact  of  various  policy  changes. 
Washington,  D.C.:  Economic  Policy  Institute.  hitp://www.epi.org''publication/methodoloev- 
estimating-jobs-impact/. 

Using  this  methodology,  EPI  has  estimated  the  GDP  increase  that  would  result  from  each  of  the 
four  versions  of  the  minimum  wage  petition.  See  Table  1  above.  We  estimate  that  70%  of  the 
increased  GDP  would  be  allocated  to  increased  worker  wages  (through  new  hiring  and  expanded 
hours).  That  in  turn  results  in  new  state  sales  tax  and  personal  income  tax  revenue,  following  the 
same  formula  that  we  used  above  in  Component  I. 


Based  upon  these  assumptions  we  estimate  the  following  impacts  from  the  multiplier  effect  on 
personal  income  tax,  and  state  and  local  sales  tax  revenues: 


Component  2:  Increases  in  Sales  and  Income  Tax  Revenue  Trom  Multiplier  Effect 

Version 

Minimum 
Wage 
Increase 
to 

GDP 
Increase 

Portion 
Allocated  to 
Wages 
(70%) 

State 
Sales  Tax 
(4.225%) 
on  25%  of 
Wages 

Local 
Sales  Tax 
(2.95%) 
on  25%  of 
Wages 

Personal 

Income 

Tax 

Revenue 
Increase 

Total  Tax 

Revenue 

Increase 

5 

S8.40 

$85,6.39,000 

$59,947,300 

$633,193 

$442,111 

$1,6.39,5.59 

$2,714,863 

6 

$8.45 

$96,205,000 

$67,343,500 

$711,316 

$496,658 

$1,841,845 

$3,049,819 

7 

$8.50 

$107,049,000 

$74,934,300 

$791,494 

$552,640 

$2,049,453 

$3,393,587 

8 

$9.25 

$334,701,000 

$234,290,700 

$2,474,6% 

$1,727,894 

$6,407,851 

$10,610,440 

Some  increased  GDP  would  result  in  increased  corporate  incomes.  We  have  not  calculated 
corporate  income  tax  revenues  because  only  a  small  percentage  of  Missouri  firms  report  taxable 
income  of  greater  than  $25,000.  See 

http://eparc.missouri.edu/Publication/llistTax/Section04/moct01.pdf 
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IV.  Additional  Considerations 


A  difficult  task  is  estimating  the  increased  state  and  local  government  wage  and  benefit  costs  that 
would  result  from  this  petition.  An  accepted  methodology  is  to  contact  the  state  and  local 
governmental  bodies  directly  and  have  them  report  their  actual  projected  wage  costs.  This  would 
be  the  cost  of  raising  the  wages  of  any  minimum  wage  state  or  local  employees  up  from  the  rate 
that  will  be  in  effect  under  current  law  as  of  January  2015,  which  is  currently  projected  to  be 
$7.60. 

However,  it  is  also  possible  to  generate  estimates  of  increased  state  and  local  government  wage 
costs  using  government  data.  But  because  of  the  very  small  number  of  Missouri  state  and  local 
government  workers  actually  surveyed  in  the  government  data  sets,  such  estimates  may  not 
accurately  capture  -  and,  in  fact,  may  substantially  overstate  -  the  likely  impact  on  state  and  local 
workforce  costs  of  the  proposed  petitions.  We  suggest  that  your  office  carefully  scrutinize  any 
such  estimates  that  may  be  submitted  and  qualify  them  with  appropriate  language. 

With  regard  to  the  possibility  of  lost  corporate  income  tax  revenue,  as  noted,  only  a  very  small 
percentage  of  Missouri  firms  report  taxable  income  of  greater  than  $25,000.  This  suggests  that 
any  claims  by  opponents  of  substantial  revenue  losses  are  overstated. 

*  *  * 

We  hope  that  this  information  is  useful  to  your  office  as  your  prepare  your  analyses  of  the 
petitions. 

Respectfully  submitted, 


Lara  Granich 

Missouri  Jobs  with  Justice 
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Edward  D.  Greim  provided  information  as  an  opponent  of  this  initiative  petition. 

He  said  he  is  submitting  this  fiscal  impact  statement  as  an  opponent  of  Initiative 
Petitions  2014-14  through  -17.  These  initiatives  would  have  a  substantial  negative  fiscal 
impact  on  state  and  local  governments.  In  March  2012,  Dr.  David  Macpherson,  a 
nationally-recognized  labor  economist  and  expert  on  the  impact  of  minimum  wage 
increases,  prepared  a  detailed  study  regarding  the  impact  of  a  minimum  wage  increase  to 
$8.25  per  hour.  That  study  is  attached  here  as  Exhibit  A.  Dr.  Macpherson  concluded  that 
state  and  local  entities  would  pay  out  $16  million  in  increased  wages.  Dr.  Macpherson 
estimated  that  the  net  state  and  local  fiscal  impact  would  range  from  a  loss  of  over  $22 
milUon  to  a  loss  of  $13  milUon.  Based  on  Dr.  Macpherson's  methodology,  which  was  not 
seriously  questioned  even  by  his  opposing  expert  in  litigation  earlier  this  year,  the  even 
higher  increases  proposed  by  Petitions  2014-14  through  -17  would  have  even  higher 
negative  fiscal  impacts. 

Proponents  of  the  petition  may  again  rely  on  data  from  political  activist  groups  who  claim 
that  increases  in  the  minimum  wage,  no  matter  how  great,  simply  create  new  taxable 
income.  But  as  even  the  proponents'  expert  admitted  in  his  testimony  earlier  this  year, 
those  groups  approach  the  issue  with  a  political  bias.  See  Exhibit  B.  Further,  that  sort  of 
analysis  only  examines  one  side  of  the  equation — workers'  collection  of  increased 
wages — without  considering  the  other  side  of  the  equation — ^that  Missouri  businesses 
have  to  pay  those  wages,  lowering  their  taxable  income  and,  at  times,  causing  them  to 
forego  hiring  or  to  cut  employment.  In  any  analysis  of  secondary  employment  and  tax 
revenue  effects,  the  Auditor  should  refrain  from  reviewing  only  half  of  the  wage- 
employment  equation. 

Additionally,  as  the  Auditor  recognized  at  trial  last  year,  the  most  important  and  most 
direct  effect  of  a  minimum  wage  increase  is  the  amount  of  increased  wages  that  will 
actually  be  paid  by  state  and  local  entities.  At  the  same  time,  the  Auditor  is  now  aware  that 
only  a  very  few  of  the  hundreds  of  state  and  local  agencies  and  entities  who  actually 
employ  minimum  wage  workers  will  provide  fiscal  impact  estimates.  A  more 
direct — and  far  more  accurate — method  of  calculating  the  direct  fiscal  impact  of  a 
wage  increase  is  to  use  the  actual  number  of  minimum  wage  workers  who  work  for 
state  and  local  government  as  calculated  by  the  U.S.  Census  Bureau's  CPS.  The 
Auditor  should  augment  the  purely  anecdotal  "fiscal  note"  responses  of  state  and 
local  entities  with  this  more  accurate,  robust,  and  fair  estimate. 


He  provided  the  following  information. 
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FISCAL  ANALYSIS 
OF 

PROPOSED  STATUTORY  INITIATIVE  PETITIONS  2012-084  AND  2012-085 
I.  Introduction 

This  report  was  undertaken  at  the  request  of  counsel  representing  plaintiffs  in  the 
case  of  Victor  Allred  versus  Robin  Camahan  and  Thomas  Schweich.  As  part  of  the  basis 
of  the  lawsuit,  the  plaintiffs  allege  that  the  fiscal  note  summaries  for  proposed  statutory 
initiative  petitions  2012-084  and  2012-085  are  insufficient  and  un&ir.  I  was  asked  by 
counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative  petitions  2012-084 
and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A  more  inclusive  estimate 
indicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

(2)  unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

(3)  individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

(4)  the  loss  in  corporate  uicome  tax  revenue  could  be  as  high  as  $9,243,105; 

(5)  state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,9 1 9,327; 

(6)  during  the  first  year:  state  and  local  gov^nments  will  incur  increased  costs 
of  $20,401,222;  the  change  in  state  and  local  government  revenue  will 


2 

range  fiom  -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 
government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 

The  report  is  organized  as  follows.  My  qualifications  to  prepare  this  report  are 
contained  in  Section  11.  Section  III  describes  the  data  and  records  I  relied  upon  for  this 
report.  Section  IV  reviews  the  estimated  fiscal  Impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085.  A  sunmiary  and  my  conclusions  are  provided  in 
Section  VI. 

n.  Qualifications 

I  am  currently  the  E.M.  Stevens  Professor  of  Economics  at  Trinity  University  in 
San  Antonio,  Texas.  Previously,  I  was  employed  by  Florida  State  University  as  Director 
of  the  Pepper  Institute  on  Aging  and  Public  Policy  and  the  Rod  and  Hope  Brim  Eminent 
Scholar  in  Economics.  I  have  taught  both  undergraduate  and  graduate  Econometrics 
(statistical  analysis  of  economic  data),  and  Labor  Economics.  I  have  published  over  50 
articles  in  peer-reviewed  professional  journals. 

I  am  currently  serving  on  the  editorial  board  of  the  Journal  of  Forensic 
Economics,  which  is  a  peer-reviewed  journal.  I  have  also  served  as  a  reviewer  or  'referee' 
for  24  peer-reviewed  journals,  including  the  Journal  of  Human  Resources,  Journal  of 
Labor  Economics,  Quarterly  Journal  of  Economics,  and  the  Review  of  Economics  and 
Statistics.  Based  upon  these  experiences,  I  am  very  familiar  with  the  scholarly  and 
professional  research  process  and  the  concept  of  peer  review. 
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I  have  prepared  numerous  analyses  and  reports  that  use  statistical  methods  as 
applied  to  specific  questions.  I  have  been  responsible  for  developing  the  techniques  and 
approaches  required  for  these  analyses.  I  routinely  use  computers  and  statistical  software 
packages  to  assist  me  in  my  analj^cal  work.  I  have  been  qualified  as  an  expert  witness 
on  statistical  analysis  of  employment  discrimination  and  economic  damages  in  state 
courts  in  Florida  and  Georgia  and  Federal  Courts,  and  I  have  given  expert  testimony.  I 
have  prepared  analyses  and  offered  testimony  on  behalf  of  both  plaintlCfs  and  defendants. 

Details  of  my  qualifications  are  reflected  m  my  current  resume  and  le^  cases, 
attached  as  Appendix  A  to  the  report, 
m.     Data  and  Records 

I  reviewed  the  following  materials  in  preparing  this  report. 

•  PlaintifiFs  Complaint 

•  Material  cited  in  footnotes  below. 

IV.     Fiscal  Impact 

A.  Overview 

The  proposed  statutory  initiative  petitions  2012-084  and  2012-085  contain  many 
elements  in  common.  Both  initiatives  would  increase  the  Missouri  minimum  wage  to 
$8.25  per  hour,  alter  the  exemption  for  retail  and  service  firms,  raise  the  cash  wage  of 
tipped  workers  from  50%  to  60%  of  the  minimum  wage,  and  increase  the  statute  of 
limitation  fi*om  two  to  three  year  for  underpayment  claims. 

The  initiatives  differ  in  their  linkage  to  the  federal  minimum  wage.  Initiative 
petition  2012-084  requires  tiiat  the  state  minimum  wage  be  automatically  mcreased  to  the 
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federal  minimum  wage  if  it  is  higher  than  the  state  minimimi  wage.  Initiative  petition 
2012-085  does  not  have  such  a  linkage.  It  only  requires  that  workers  be  paid  the  higher  of 
the  state  minimum  wage  or  the  federal  minimum  wage.  The  linkage  to  the  federal 
minimum  wage  will  cause  the  state  minimum  wage  to  be  higher  under  initiative  petition 
2012-084  over  time.  This  is  because  the  state  minimum  wage,  in  contrast  to  the  federal 
minimum  wage,  is  adjusted  for  inflation  as  measured  by  the  Consumer  Price  Index. 

An  increase  in  the  minimum  wage  in  Missouri  will  affect  state  and  local 
government  entities  in  two  ways.  First,  it  wll  directly  increase  the  cost  of  labor  to  state 
and  local  government  entities.  This  will  occur  due  to  the  increase  in  wages  of  state  and 
local  government  workers  earning  between  the  existing  minimum  wage  of  $7.25  and  the 
new  minimum  wage  of  $8.25.'  In  addition,  workers  laid  off  due  to  the  minimum  wage 
mo^ase  can  collect  unemployment  benefits.  The  state  government  will  bear  the  cost  of 
unemployment  benefits  of  these  workers  for  the  first  20  weeks.  Second,  state  and  local 
government  may  gain  increased  revenue  through  higher  income  tax  and  sales  taxes  paid 
by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  state  and 
local  government  will  suffer  reduced  tax  revenue  to  the  extent  the  higher  wage  cost 
lowers  profits  of  businesses. 

The  following  sections  estimate  the  cost  and  revenue  effects  to  state  and  local 
government  entities  of  the  proposed  minimum  wage  increase. 


'  Information  about  the  minimum  wage  in  Missouri  is  available  at 
http://www.labor.mo.gov/DLS/minimumwage/. 
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B.  Direct  Labor  Cost  Impact  on  State  and  Local  Government  Budgets 

There  are  two  possible  ways  to  measure  the  direct  labor  cost  on  state  and  local 
government  budgets.  First,  one  can  use  the  information  included  in  the  fiscal  notes 
prepared  by  the  State  Auditor  regarding  the  proposed  initiatives.  It  is  important  to  note 
that  the  fiscal  notes  provide  an  incomplete  and  thus  too  low  estimate  of  the  direct  labor 
cost.  The  fiscal  notes  indicate  that  the  Office  of  Administration' s  (OA)  Division  of 
Personnel  reported  that  as  of  September  20 11  there  were  834  state  workers  who  would  be 
aSected  by  an  increase  of  the  minimum  wage  to  $8.25  and  the  "approximate  aimual  cost" 
would  be  more  than  $540,000. 

This  OA  estimate  excludes  seasonal  workers  such  as  State  ¥sir  ^ployees.  State 
Parks  Employees,  and  tax  season  staff.  The  Division  of  Revenue  noted  its  labor  cost 
would  rise  by  $40,000.  The  Division  of  Natural  Resources  stated  they  have  over  500 
workers  who  would  be  affected  by  the  increase,  but  did  not  provide  an  estimate  of  the 
cost.  The  State  Fair  hired  745  workers  that  would  be  affected,  but  no  cost  estimate  was 
provided. 

Thus,  the  cost  to  state  government,  based  on  the  fiscal  notes,  would  be  more  than 
$580,000. 

The  fiscal  notes  also  provide  an  incomplete  and  thus  too  low  measure  of  the  cost 
to  local  government  and  public  educational  institutions.  Many  cities  and  educational 
institutions  did  not  respond  to  Office  of  Auditor's  siarvey  or  provide  an  estimate  of  the 
cost  of  the  higher  minimum  wage.  The  City  of  Columbia,  City  of  Jefferson,  City  of 
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Joseph,  Linn  State  Technical  College,  and  Metropolitan  Community  College  did  provide 
such  an  estimate.  The  total  cost  to  these  five  institutions  is  $772,182. 

Based  on  the  fiscal  notes,  the  cost  to  state  and  local  government  entities  of  the 
ina:ease  in  the  minimum  wage  to  $8.25  will  be  more  than  $1,352,182. 

Second,  data  fix)m  the  U.S.  Census  Bureau's  Current  Population  Survey  (CPS) 
can  also  be  used  to  calculate  the  cost  of  the  increased  labor  cost  to  state  and  local 
government  entities  in  Missouri.  Using  the  data  from  January  2010  to  December  201 1 
Outgoing  Rotation  Group  (ORG)  CPS,  I  calculated  that  17,089  state  and  local 
government  workers  would  be  affected  by  the  minimum  wage  increase.  I  defined  affected 
workers  as  those  individuals  earning  between  $7.00  and  $8.24  per  hour.  Though  the 
minimum  wage  was  $7.25  per  hour  during  this  period,  I  also  included  those  workers 
reporting  earnings  of  $7.00  to  $7.24  since  some  individuals  may  round  their  wage  rate.  I 
calculated  the  annual  wage  cost  for  each  state  and  local  government  worker  (i)  in  the 
ORG  CPS  as: 

Annual  Wage  Costt  —  ($8.25  —  current  wage{)  *  weekly  hourSi  *  52.^ 
The  average  annual  wage  cost  increase  was  $870. 1  summed  the  cost  over  each  worker  (i) 
to  obtain  the  total  wage  cost  to  state  and  local  government  entities  in  Missouri  of 
$14,866,430. 

The  increased  wage  cost  is  not  the  only  labor  cost  to  state  and  local  government 
entities  of  the  minimum  wage  increase.  Employers  are  required  to  pay  7.65%  of  their 
wage  costs  in  Social  Security  and  Medicare  taxes.  Thus,  the  total  labor  cost  of  the 

minimum  wage  increase  wdll  be  1.0765  times  $14,866,430  or  $16,003,712. 


^  I  assume  that  persons  repordng  an  hourly  wage  rate  between  $7.00  and  $7J24  are  actually  eaming  $7.25 
per  hour. 
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C  UnemplovmetTt  Benefit  Impact 

The  higher  mimmum  wage  will  cause  fiims  to  reduce  their  level  of  employment^ 
As  a  result,  the  number  of  unemployed  workers  will  increase.  Thus,  another  unportant 
fiscal  cost  of  the  minimum  wage  increase  is  the  cost  of  the  unemployment  insurance 
benefits  for  the  workers  laid  off  ^  a  result  of  the  minimmn  wage  increase. 

To  calculate  the  cost  to  the  unemplojonent  benefits  program,  I  first  calculated  the 
number  of  workers  laid  off.  To  do  so,  I  calculated  a  probability  of  job  loss  for  each 
affected  Missouri  worker  (i)  in  the  January  2010  to  December  201 1  ORG  CPS: 

Probability  Job  Loss ;  =  t$8.25-  current  wage^  ^  elasticity i. 

*  Current  Wagei 

I  used  the  preferred  employment  elasticity  (i.e.,  sensitivity  of  employment  to  wage 
changes)  contained  in  Sabia  and  Burkhauser  (2010),  which  was  -0.6  for  individuals  aged 
16  to  29  without  a  high  school  degree  and  -0.2  for  all  other  individuals.  The  sole 
exception  was  for  state  and  local  government  workers,  where  I  assumed  an  elasticity  of 
zero.^  The  sum  across  all  affected  workers  yielded  an  estimated  job  loss  of 5,745  jobs. 

The  next  step  was  to  calculate  the  weekly  benefit  for  the  average  unemployed 
worker.  Using  the  benefits  calculator  on  the  Missouri  unemployment  benefits  web  site 
and  the  wage  income  of  average  private-sector  affected  worker  ($10,937),  yields  an 
average  weekly  benefit  of  $109.36^  The  state  of  Missouri  pays  the  first  20  weeks  of 
benefits.*  TTius,  each  eligible  unemployed  worker  could  receive  a  total  of  $2,187.20  in 

'  For  a  survey  of  research  regarding  the  effect  of  the  minimum  wage  on  employment,  see  David  Neumark 
and  William  L.  Wascher,  Minimum  Wages  (Cambridge,  MA:  MIT  Press,  2008). 

*  Joseph  J.  Sabia  and  Richard  V.  Buridiauser,  "Minimum  Wages  and  Poverty:  Will  a  $9.50  Federal 
Minimum  Wage  Really  Help  the  Working  Poor?"  Southern  Economic  Journal  (January  2010):  592-623. 
^  http://www.labor.mo.gov/DES/Claims/calculator.asp 

*  See  http://vmw.labor.mo.gov/DES/Claims/ 
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benefits  paid  for  by  the  state  of  Missouri.  These  jobs  are  permanently  eliminated  and  so  it 
is  appropriate  to  calculate  the  full  amount  of  benefits  for  each  worker. 

Unemployment  insurance,  however,  does  not  cover  all  unemployed  workers.  For 
example,  it  does  not  cover  people  who  leave  a  job  voluntarily,  people  looking  for  their 
first  job,  and  re-entrants  who  previously  left  the  labor  force  voluntarily.  Furthermore, 
some  individuals  don't  apply  for  benefits  even  though  they  are  eligible.  I  assume  that 
35%  of  the  unemployed  workers  will  receive  unemployment  benefits  based  on  analysis 
byWenggr(2001).'^ 

The  last  step  is  to  calculate  the  total  cost  to  the  Missouri  unemployment  benefits 
program.  This  done  by  multiplying  the  number  of  jobs  lost  (5,745)  times  the  average 
benefit  amount  ($2,187.20)  times  the  percent  of  unemployed  individuals  collecting 
benefits  (35%).  This  calculation  jdelds  a  figure  of  $4,397,510.  This  cost  would  be  borne 
only  during  the  first  year  of  the  minimum  wage  increase.  The  infiation  adjustments  in  the 
minimum  wage  will  also  yield  costs  to  the  imemployment  insurance  program,  but  it  is  not 
possible  to  estimate  the  amount. 

D.  Impact  on  State  Income  Tax  Revenue 

The  state  of  Missouri  will  gain  increased  revenue  through  higher  income  tax  taxes 
paid  by  workers  affected  by  the  minimum  wage  who  remain  employed.  However,  it  will 


^  JefFery  Wenger.  "Divided  We  Fall:  Deserving  Workers  Slip  dirough  America's  Patchwork 
Unemployment  Insurance  System."  Economic  Policy  Institute,  2001.  Sabia  and  Burkhauser  (2010)  make 
the  same  assumption  in  their  calculation  of  the  amomit  of  unemployment  benefits  generated  by  a  minimum 
wage  increase. 
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suffer  reduced  corporate  income  tax  revenue  to  the  extent  the  higher  wage  cost  lowers 
profits  of  businesses. 

To  calculate  the  impact  on  individual  income  tax  revenue,  I  again  used  data  from 
January  2010  to  December  2011  ORG  CPS.  I  defined  affected  workers  as  those  Missouri 
individuals  earning  between  $7.00  and  $8.24  per  hour.*  I  vised  the  following  formula  to 
estimate  the  change  in  income  tax  revenue: 

ATax  RevenuBi  =  (Taxjifteri  -  Tax_Beforei)  ~  Prob Job_LosSi  *  Tax_Beforei, 
y/bere  Tax_Afteri  is  the  income  tax  paid  by  worker  i  after  the  minimum  wage  increase. 
Tax_Beforei  is  the  income  tax  paid  by  worker  i  after  the  minimum  wage  increase,  and 
Prob_Job_LosSi  is  the  probability  of  job  loss  for  worker  i.  The  first  term  shows  the 
change  in  individual  income  tax  revenue  assuming  no  job  loss  and  the  second  term  shows 
the  loss  in  tax  revenue  due  to  the  employment  loss  caused  by  the  minimum  wage 
increase. 

The  income  tax  calculations  were  based  on  two  assumptions.'  First,  the  50% 
percent  of  affected  workers  who  were  under  the  age  25  who  were  assumed  to  be 
dependents  on  another  person's  tax  return.  As  a  result,  it  was  assumed  that  the  affected 
workers'  earnings  were  taxable  at  the  maximum  Missouri  income  tax  rate  of  6%  both  and 
after  the  minimum  wage  increase.^''  Second,  all  persons  age  25  and  older  were  assumed 
to  be  paying  little  or  no  income  tax  after  exemptions  and  deductions.  Hius,  about  50%  of 
the  earnings  increase  will  be  taxed  at  a  rate  of  6%. 

*  I  again  assume  that  persons  reporting  an  hourly  wage  rate  between  $7.00  and  $7.24  are  actually  earning 
$7.25  per  hour.  The  annual  earnings  level  was  calculated  as  the  worker's  wage  rate  times  usual  weekly 
hours  worked  times  52. 

'  The  same  assumptions  are  tised  in  the  State  Auditor's  fiscal  notes  for  the  initiatives. 

'°  This  assumption  will  overstate  the  revenue  increase  as  20%  of  affected  workers  imder  the  age  25  are 
living  by  themselves  and  some  of  these  individuals  will  not  be  a  dependent  on  another  person's  tax  return. 
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The  tax  calculations  reveal  an  increase  in  income  tax  revenue  increase  to  the  state. 
Assuming  no  workers  were  laid  off  by  the  minimum  wage  increase,  uicome  tax  revenue 
would  rise  by  $6,043,534.  However,  the  state  will  lose  $1^965,446  in  income  tax  revenue 
due  to  the  lost  earnings  of  private-sector  workers  no  longer  employed  due  to  the 
minimum  wage  hike.^^  Thus,  the  net  increase  in  individual  Income  tax  revenue  is 
$4,078,088. 

Businesses  have  three  options  to  respond  to  the  hi^er  labor  costs  of  a  higher 
minimum  wage.  They  can  reduce  their  profits,  raise  prices,  or  lay  off  workers.  Based  on 
the  2010-201 1  ORG  CPS  data,  the  minimum  wage  increase  will  raise  private-sector  labor 
costs  by  $192,620,900  if  employment  levels  are  not  reduced.  However,  labor  costs  will 
be  lowered  by  $55,240,790  due  to  the  reduction  in  employment.  Thus,  labor  costs  will, 
on  net,  rise  by  $137,380,110.  These  increased  labor  costs  may  be  either  passed  on  to 
consumers  through  higher  prices  or  reduced  profits  or  more  likely  some  combination  of 
higher  prices  and  reduced  profits.  Assuming  that  businesses  absorbed  all  of  the  higher 
costs  through  reduced  profits,  the  corporate  income  tax  revenue  would  fall  by  the 
Missouri  corporate  income  tax  of  6.25%  times  the  rise  in  labor  costs  of  $137,380,1 10  * 
1.0765  (to  account  for  employer-paid  Social  Security  and  Medicare  taxes)  or 
$9,243,106.'^  Alternatively,  if  half  of  the  hi^er  labor  costs  were  passed  on  to  consumers, 
then  corporate  income  tax  revenue  would  fall  by  $4,621,553. 


"  The  probability  of  job  loss  was  calculated  in  the  same  manner  as  in  the  prior  section. 
The  corporate  income  tax  for  Missouri  is  available  at:  http://dor.mo.gov/biisiness/corporate/ 
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E.  Impact  on  State  and  Local  Sales  Tax  Revenue 

To  calculate  the  Impact  on  state  and  local  sales  tax  revenue  the  following 
approach  was  undertaken.  First,  the  total  increase  in  worker  earnings,  adjusted  for 
employment  reductions,  vfsis  calculated  xsiag  the  2010-201 1  ORG  CPS.  This  figure  was 
$152,246,540.  Second,  the  increase  in  Missouri  taxable  sales  was  calculated  as  25%  of 
the  earnings  increase  or  $38,061,635.  Third,  the  increase  in  sales  tdx  revenue  was 
calculated  by  multiplying  the  taxable  sales  change  times  the  average  state  and  local  rate 
of7.67%  or  $2,919,327.*^ 

The  higher  minimum  wage  may  decrease  sales  tax  revenue  to  the  extent  that  it 
reduces  business  profits,  which  will  lower  spendmg  by  business  owners. 

VI.     Summary  and  Conclusions 

I  was  asked  by  counsel  to  evaluate  the  fiscal  impact  of  proposed  statutory  initiative 
petitions  2012-084  and  2012-085. 

The  results  of  my  analysis  indicate: 

(1)  labor  costs  to  state  and  local  government  entities,  based  on  state  auditor 
fiscal  notes,  will  rise  by  more  than  $1,352,182.  A  more  inclusive  estimate 
mdicates  that  state  and  local  government  labor  costs  will  increase  by 
$16,003,712; 

"  The  same  general  approach  is  used  in  the  State  Auditor's  fiscal  notes  for  the  initiatives. 
"  The  average  rate  comes  from  fattp://taxfoundation.org/news/show/27023.html 
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unemployment  benefit  costs  will  rise  by  $4,397,510  during  the  first  year 
of  the  minimum  wage  increase; 

individual  income  tax  revenue  will  rise  by  at  most  $4,078,088; 

the  loss  in  corporate  income  tax  revenue  could  be  as  high  as  $9,243,105; 

state  and  local  sales  tax  revenue  will  rise  by  at  most  $2,919,327; 

during  the  first  year:  state  and  local  governments  will  incur  increased  costs 

of  $20,401,222;  the  change  in  state  and  local  govermnent  revenue  will 

range  from   -$2,245,690  to  +$6,997,415;  and  the  net  state  and  local 

government  fiscal  impact  will  range  from  -$22,646,912  to  -$13,403,807. 
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"Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  Industrial  and  Labor 
Relations  Review,  July  1996,  pp.  with  William  Even. 

"The  Consequences  of  Non-FICA  Status  in  State  and  Local  Pensions,"  Proceedings  of 
National  Tax  Association  Meetings,  1996,  with  William  Even. 

"Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  Journal  of  Labor 
Economics,  July  1995,  pp.  426-471,  with  Barry  Hmsch. 

"Employer  Size  and  Compensation:  The  Role  of  Worker  Characteristics,"  Applied 
Economics,  September  1994,  pp.  897-907,  with  William  Even 

"Gender  Differences  in  Pensions,"  Journal  of  Human  Resources,  Spring  1994,  pp.  555- 
587,  with  William  Even. 
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"Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?",  Industrial  and  Labor 
Relations  Review,  April  1994,  pp.  439-453,  with  William  Even. 

"Unionism  and  Gross  Employment  Flows,"  Southern  Economic  Jovmal,  January  1994, 
pp.  427-438,  with  Timothy  Dunne. 

"The  Decline  of  Private-Sector  Unionism  and  the  Gender  Wage  Gap,"  Journal  of  Human 
Resources,  Spring  1993,  pp.  279-296,  with  William  Even. 

"Union  Membership  and  Coverage  Data  Available  From  the  Current  Population  Surveys: 
Note."  Industrial  and  Labor  Relations  Review,  April  1993,  pp.  574-578,  with  Barry 
Hirsch. 

"Employer-Provided  Retiree  Health  Insurance:  Who  is  Covered?"  Economics  Letters, 
May  1992,  pp.  95-99. 

"Union  Wage  Differentials  and  the  Effects  of  Industry  and  Local  Union  Density: 
Evidence  from  the  1980s,"  Journal  of  Labor  Research,  Fall  1991,  pp.  419-427,  with 
Michael  Curme. 

"The  Effects  of  Extended  Families  and  Marital  Status  on  Housing  Consumption  by 
Black  Female-Headed  Households,"  Review  of  Black  Political  Economy,  Winter/Spring 
1991,  pp.  65-84,  with  James  Stewart. 

"The  Impact  of  Unionism  on  Fringe  Benefit  Coverage,"  Economics  Letters,  May  1991, 
pp.  87-91,  with  William  Even. 

"A  Note  on  Ownership  and  Performance  in  Manufacturing  Firms,"  Southern  Economic 
Journal,  April  1991,  pp.  1 164-1 169,  with  Timothy  Dunne. 

"Union  Membership  and  Contract  Coverage  in  the  United  States,  1983-1988,"  Industrial 
and  Labor  Relations  Review,  October  1990,  pp.  5-33,  with  Michael  Curme  and  Barry 
Hu^ch. 

"The  Gender  Gap  in  Pensions  and  Wages,"  Review  of  Economics  and  Statistics,  May 
1990,  pp.  259-265,  with  William  Even. 

"The  Effect  of  Intemation^d  Competition  on  Union  and  Nonunion  Wages,"  Industrial 
and  Labor  Relations  Review,  April  1990,  pp.  434-446,  with  James  Stewart. 

"Plant  Size  and  the  Decline  of  Unionism,"  Economics  Letters,  April  1990,  pp.  393-398, 
with  William  Even. 

"Trade  Unions  and  Labor's  Share  in  U.S.  Manufacturing  Industries,"  International 
Journal  of  Industrial  Organization,  March  1990,  pp.  143-51. 
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"The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female  Immigrants," 
Quarterly  Review  of  Economics  and  Business,  Autumn  1989,  pp.  57-72,  with  James 
Stewart. 

"The  Labor  Supply  and  School  Attendance  of  Black  Women  in  Extended  and 
Nonextended  Households,"  American  Economic  Review  Papers  and  Proceedings,  May 
1989,  pp.  71-74,  with  James  Stewart. 

"Self-Employment  and  Married  Women,"  Economics  Letters,  December  1988,  pp.  281- 
284, 

"Unionism  and  the  Diq)ersion  of  Wages  Among  Blue-Collar  Women,"  Journal  of  Labor 
Research,  Fall  1987,  pp.  395-405,  with  James  Stewart. 


Journal  Publications  (Real  Estate  and  Insurance) 

"The  Use  of  Post-Loss  Assessments  in  Catastrophic  Financing,"  Risk  Insurance  and 
Management  Review,  forthcoming,  with  Patrick  Maroney,  Charles  Nyce,  Kathleen 
McCuUough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

"A  Meta  Analysis  of  Selling  Price  and  Time  on  the  Market,"  Journal  of  Housing 
Research,  Issue  2010,  pp.  139-152,  with  Stacy  Sirmans  and  Lynn  MacDonald. 

"A  Comparison  of  Hurricane  Loss  Models,"  Journal  of  Insurance  Issues,  Spring  2010,  pp. 
3 1-53,  with  Kathleen  McCullough  and  Cassandra  Cole. 

"A  Review  of  the  Development  of  Residual  Market  Mechanisms  in  Florida,"  Journal  of 
Insurance  Regulation,  Summer  2009,  pp.  55-80,  with  Patridc  Maroney,  Charles  Nyce, 
Kathleen  McCullough,  James  W.  Newman  Jr.,  and  Cassandra  Cole. 

"The  History  of  Property  Tax  Capitalization  in  Real  Estate,"  Journal  of  Real  Estate 
Literature,  Issue  3  2008,  pp.  327-343,  with  Dean  Gatzlaffand  Stacy  Sirmans. 

"Horizontal  and  Vertical  Inequity  in  Real  Property  Taxation,"  Journal  of  Real  Estate 
Literature,  Issue  2  2008,  pp.  167-180,  with  Dean  Gatzlaff  and  Stacy  Sirmans. 

"The  Title  Insurance  Industry:  Examining  a  Decade  of  Growth,"  Journal  of  Insto'ance 
Regulation,  Summer  2007,  pp.  23-51,  with  Randy  Dumm  and  Stacy  Sirmans. 

"The  Value  of  Housing  Characteristics:  A  Meta  Analysis"  Journal  of  Real  Estate 
Finance  and  Economics,  November  2006,  pp.  215-240,  with  Stacy  Sirmans,  Lynn 
MacDonald,  and  Emily  Zeitz. 

"The  Composition  of  Hedonic  Pricing  Models,"  Journal  of  Real  Estate  Literature,  Issue 
1  2005,  pp.  3-43,  with  Stacy  Skmans. 
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"The  State  of  Affordable  Housing,"  Journal  of  Real  Estate  Literature,  Issue  2  2003,  pp. 
133-155,  with  Stacy  Sirmans. 

"Affinity  Programs  and  Real  Estate  Brokerage,"  Journal  of  Real  Estate  Research^ 
November-December  2001,  pp.  337-351,  with  Stacy  Sirmans. 

"Neighborhood  Diversity  and  House  Price  Appreciation,"  Journal  of  Real  Estate  Finance 
and  Economics,  January  2001,  pp.  81-97,  with  Stacy  Sirmans. 

"Forecasting  Seniors  Housing  Demand  in  Florida,"  Journal  of  Real  Estate  Portfolio 
Management,  1999,  pp.  259-74,  with  G.  Stacy  Sirmans. 


Publications  in  Books 

"Improving  Pension  Coverage  at  Small  Firms,"  with.  William  Even,  in  Overcoming 
Barriers  to  Entreprenewship,  ed.  Diana  Furchtgott-Roth,  Rowman  &  Litdefield,  2008. 

"Measuring  Union  and  Nonunion  Wage  Growth:  Puzzles  in  Search  of  Solutions"  with 
Barry  Hirsch  and  Edward  Schumacher,  in  Changing  Role  of  Unions:  New  Forms  of 
Representation,  Phanindra  Wunnava,  M.E.  Sharpe,  2004. 

"Living  Wage  Laws  and  the  Case  for  a  Targeted  Wage  Subsidy,"  in  Living  Wage 
Movements:  Global  Perspectives,  ed.  Deborah  M.  Figart,  Routledge,  2004. 

"Benefits  and  Worker  Productivity,"  with  William  Even,  in  Benefits  for  the  Workplace  of 
Tomorrow,  eds.  Olivia  S.  Mitchell,  David  S.  Blitzstein,  Michael  S.  Gordon,  and  Judith  F. 
Mazo,  University  of  Pennsylvania  Press,  2003. 

"Children's  Effects  on  Women's  Labor  Market  Attachment  and  Earnings,"  with  WiUiam 
Even,  in  Changes  in  Working  Time  in  Canada  and  the  United  States,  eds.  Susan 
Houseman  and  Alice  Nakamura,  W.E.  Upjohn  Institute,  2001. 

"Downsizing  and  Life  Course  Consequences  of  Job  Loss:  The  Effect  of  Age  and  Gender 
on  Employment  and  Income  Security,"  with  Jill  Quadagno,  Jennifer  Reid,  and  Lori 
Parhain,  in  Restructuring  Work  and  the  Life  Course,  eds.  Victor  Marshall,  Walter  Heinz, 
Helga  Krueger,  and  Anil  Venna,  University  of  Toronto  Press,  2001. 

"The  Effect  of  a  Job  Loss  on  the  Employment  Experience,  Benefits,  and  Retirement 
Savings  of  Bank  Officers,"  with  Jill  Quadagno  and  Jennifer  Keene,  in  Ensuring  Health 
and  Income  Security  for  an  Aging  Worlforce,  ed.  Peter  P.  Budetti,W.E.  Upjohn  Institute, 
2001. 

"Earnings  and  Employment  in  Trucking:  Deregulating  a  Naturally  Competitive  Industry," 
with  Barry  Hirsch,  in  Regulatory  Reform  and  Labor  Markets,  ed.  James  Peoples,  Kluwer 
Publishers,  1998. 
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"Gender-Related  Differences  in  Pension  Coverage,"  with  William  Even,  in  Women  and 
Wort  A  Handbook,  Garland  Publishing,  New  York,  NY,  1996. 

"The  Pension  Coverage  of  Young  and  Mature  Workers",  with  William  Even,  in  Pension 
Coverage  Issues  for  the  '90s,  eds.  Richard  Hinz,  John  Turner,  and  Phyllis  Fernandez, 
U.S.  Government  Printing  Office,  Washington,  D.C,  1994. 


Working  Papers  (Economics) 

"Deferred  Compensation  vs.  Efficiency  Wages:  An  Experimental  Test  of  Effort  Provision 
and 

Self-Selection,"  with  Tim  Salmon  and  Kislaya  Prasad,  imder  review.  Journal  of  Business 
and  Economic  Organization 

"What  Do  Unions  Do  to  Pension  Performance?"  with  William  Even,  September  20 11, 
under  revision 

"Teacher  Salaries,  State  Collective  Bargaining  Laws,  and  Union  Coverage"  March  201 1, 
with  Barry  Hirsch  and  John  Winters. 

"The  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases  on  Teen  Employment," 
with  William  Even,  under  revision,  July  2010. 

"Participant  Direction  in  Defined  Contribution  Plans,"  April  2006,  with  William  Even, 
under  revision. 

"Do  Pensions  Impede  Phased  Retirement?"  September  2004,  with  William  Even,  under 
revision. 

Working  Papers  (Real  Estate  and  Insurance) 

"An  Empirical  Analysis  of  Socio-Demographic  Factors  and  the  Mispricing  of 
Homeowners  Insurance  in  Florida,"  under  rewie-w  Journal  of  Financial  Services 
Research,  with  Ronald  Cheung,  Charles  Nyce,  Kathleen  McCulIough,  and  Cassandra 
Cole. 

"The  Impact  of  No-Fault  Legislation  on  Automobile  Insurance  Premiums,"  revised  and 
resubmitted  to  North  American  Actuarial  Journal,  with  Cassandra  Cole,  Kevin  Eastman, 
Patrick  Maroney,  and  Kathleoi  McCulIough. 


Funded  Projects 
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Employment  Policies  Institute,  5/2010-7/2010,  $16,500  (Trinity  University  portion), 
"Employment  Effects  of  the  2007-2009  Federal  Minimum  Wage  Increases,"  with 
William  Even. 

National  Science  Foundation,  9/2009-8/2012,  $125,866  (Trinity  University  portion), 
"Incentives  in  the  Workplace:  An  Experimental  Examination  of  How  Wage  Differences 
Across  Time  and  Among  Peers  Affect  Productivity  and  Self-Selection,"  with  Tim 
Saknon,  Kislaya  Prasad,  and  Hyejin  Ku. 

Florida  Legislature,  10/2007-6/2009,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Hiomas  McCaleb. 

Florida  Legislature  (through  University  of  Florida),  12/2006-9/2007,  $223,000,  "Analysis 
of  Save  our  Homes  Amendment,"  with  Dean  Gatzlaff. 

U.S.  Administration  on  Aguig  (through  University  of  South  Florida),  5/2005-9/2007, 
$175,000,  "Employment  in  the  Long-Term  Care  Industry:  The  Importance  of 
Recruitment  and  Retention,"  with  William  Even. 

Florida  Legislature,  2/2003-8/2004,  $175,000,  "Child  Support  Guidelines,"  with  Stefan 
Norrbin  and  Thomas  McCaleb. 

Florida  Department  of  Environmental  Protection,  6/2002-2/2003,  $94,157,  "Aflfordability 
Index,"  with  Ste&n  Norrbin  and  William  Serow. 

University  of  South  Carolina,  4/2000-11/2000,  $10,000,  "Minority  Homeownership  in 
South  Carolina,"  with  Stacy  Simians. 

Florida  Department  of  Business  and  Professional  Regulation,  3/1999-6/1999,  $21,739, 
"Forecasting  Housing  Demand  in  Florida,"  with  Stacy  Sirmans. 

University  of  South  Carolma,  4/1999-1 1/1999,  $10,000,  "Forecasting  Housing  Demand 
in  South  Carolina,"  with  Stacy  Sirmans. 

Florida  State  University,  6/1999-8/1999,  $7,500,  "Support  for  Preparing  ECO  2000  as  a 
Web-Based  Course." 

TIAA-CREF,  8/1998-8/1999,  $23,000,  "Determinants  of  Savings  in  Supplemental 
Pension  Plans:  A  Case  Study  of  Pension  Choices  in  Higher  Education,"  with  Melissa 
Hardy  and  Larry  Hazehigg. 

Florida  Department  of  Biwiness  and  Professional  Regulation,  4/1998-6/1998,  $16,638, 
"Forecasting  Seniors'  Demand  for  Housing  in  Florida,"  with  Stacy  Sirmans. 

Florida  Department  of  Business  and  Professional  Regulation,  12/1997-6/1998,  $18,472, 
"Housing  Price  Appreciation  in  Orlando  and  Tampa,"  with  Stacy  Sirmans. 
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Florida  State  University,  6/1998-8/1998,  $7,500,  "Support  for  Preparing  ECO  2000  as  a 
Web-Assisted  Course." 

Florida  Department  of  Business  and  Professional  Regulation,  3/1997-6/1997,  $17,898, 
"Minority  Homeownership  in  Florida,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  12/1996-8/1997, 
$20,000,  "The  Impact  of  Rising  401(k)  Pension  Coverage  on  Retirement  Income,"  with 
William  Even. 

U.S.  Department  of  Labor,  Pension  Welfere  and  Benefit  Administration,  3/1996-6/1997, 
$1 5,000,  "The  Determinants  of  401(k)  Participation  and  Contribution  Levels,"  with 
William  Even. 

Florida  Department  of  Business  and  Professional  Regulation,  4/1996-6/1996,  $22,702, 
"Forecasting  the  Number  of  New  Florida  Real  Estate  Licensees,"  with  Stacy  Sirmans. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  3/1995-6/1996, 
$15,000,  "Explaining  the  Decline  in  Pension  Coverage  of  Less  Educated  Workers,"  with 
William  Even. 

Florida  State  University  COFRS  Grant,  6/1994-8/1994,  $8,000,  "The  Relative 
Compensation  and  Quality  of  Public  and  Private  Sector  Workers." 

W.E.  Upjohn  Institute  for  Employment  Research,  3/1994-12/1995,  $35,000,  "Pensions 
and  Productivity,"  with  Stuart  Dorsey  and  Christopher  Comwell. 

Florida  Division  of  Workers'  Compensation,  1/94-12/1995,  $100,000,  "Worker's 
Compensation  Recipency  in  Union  and  Nonunion  Woricplaces,"  part  of  a  service  contract 
titled  "Research  Partnership  with  the  Division  of  Workers'  Compensation,"  co- 
investigator  (one  of  several). 

University  of  Wisconsin  Institute  for  Research  on  Poverty  Small  Grant  Program,  7/1993- 
6/1994,  $15,000,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  with  Barry  Hirsch. 

U.S.  Department  of  Labor,  Pension  Welfere  and  Benefit  Administration,  7/1993-6/1993, 
$10,000,  "Trends  in  Individual  and  Family  Pension  Coverage,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Administration,  6/1992-5/1993, 
$10,000,  "The  Pension  Coverage  of  Young  and  Mature  Workers,"  with  William  Even. 

U.S.  Department  of  Labor,  Pension  Welfare  and  Benefit  Admmistration  and  American 
Society  of  Pension  Actuaries,  6/1991-5/1992,  $10,000,  "A  Conference  on  Current 
Pension  Policy  Issues,"  with  William  Even. 

Miami  University  Faculty  Research  Grant,  6/1991-8/1991,  $4,000,  "Projected  Growth  in 
Retu^e  Health  Insurance  Liabilities." 
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Ohio  Board  of  Regents  Research  ChaUenge  Grant,  1/1990-12/1990,  $4,980,  "Proposal  to 
Enhance  the  Data  Library  of  the  Center  of  Pension  and  Retirement  Research,"  with 
William  Even  and  Samuel  Williamson. 

Miami  University  Faculty  Research  Grant,  6/1990-8/1990,  $4,000,  "The  Role  of  Firm 
Size  in  Pension  Coverage  and  Options." 

Miami  University  Faculty  Research  Grant,  6/1989-8/1989,  $4,000,  "Declinmg  Unionism 
and  the  Gender  Wage  Gap,"  with  William  Even. 


Participation  in  National  Meetings 

Panel  Discussant,  American  Real  Estate  and  Urban  Economics  Association/ASSA 
meetings,  January  2008. 

Presented,  "Employee  Turnover  in  the  Long-Term  Care  Industry,"  at  Academy  Health 
Annual  Research  Meetings,  June  2007. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,"  at  International 
Atlantic  Economic  Society  meetings,  October  2006. 

Presented,  "The  Risk  and  Return  of  Pension  Investments  in  Btnployer  Stock,"  at 
International  Atlantic  Economic  Society  meetings,  October  2005. 

Presented,  "Replacing  Eamings  After  Termination:  Evidence  from  the  Displaced  Worker 
Survey,"  at  the  Allied  Social  Science  Association/National  Association  of  Forensic 
Economics,  January  2002. 

Presented,  "Labor  Market  Transitions  of  Older  Workers,"  at  the  Allied  Social  Science 
Association/Society  of  Government  Economists  meetings,  January  1999. 

Presented,  "Why  has  the  Loss  in  Pension  Coverage  Accelerated  Among  Less  Educated 
Workers?"  at  the  American  Economic  Association  Meetings,  1995. 

Presented,  "Wages  and  Gender  Composition:  Why  Do  Women's  Jobs  Pay  Less?"  at  the 
American  Economic  Association  Meetings,  1994,  with  Barry  HirscL 

Presented,  "Pensions,  Labor  Turnover,  and  Employer  Size"  at  the  American  Economic 
Association  Meetings,  1993,  with  William  Even. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  American 
Economic  Association  meetings,  1992,  with  William  Even. 

Participation  in  Regional  Meetings 
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Presented  "Unions  and  Pension  Performance:  The  Role  of  Pension  Design,"  at  Southern 
Economics  Association  meetings,  November  2009. 

Panel  member,  "Recent  Federal  Reserve  Policy;  An  Evaluation"  at  Southern  Economics 
Association  meetings,  November  2009. 

Discussant,  "Topics  in  Health  Economics,"  at  Southern  Economics  Association  meetings, 
November  2009. 

Discussant,  "Teacher  Pay,  Principals,  and  Schooling,"  at  Southern  Economics 
Association  meetings,  November  2009. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Western  Economic  Association  meetings,  July  2009. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Eastern  Economic  Association  meetings,  February  2009. 

Panel  Discussant  at  the  Southern  Economic  Association  meetings,  November  2008. 

Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Southern  Economic  Association  meetings,  November  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Western  Economic  Association  meetings,  July  2008. 

Chair  "Pensions  and  Retirement"  Session  at  Southern  Economic  Association  meetings, 
November  2007. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Southern  Economic  Association  meetings,  November  2007. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,**  at  Southern 
Economic  Association  meetings,  November  2006. 

Panel  Discussant,  Southern  Economic  Association  meetings,  November  2005. 

Presented,  "Do  Pensions  Impede  Phased  Retirement?"  at  the  Southern  Economic 
Association  meetings,  November  2004. 

Presented,  "When  Will  the  Gender  Gap  in  Retirement  Income  Narrow?"  at  the  Southern 
Economic  Association  meetings,  November  2003. 

Presented,  "How  Will  tiie  Growth  of  DC  and  401(k)  Plans  Affect  Pension  Income?"  at 
the  Southern  Economic  Association  meetings,  November  2002. 
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Presented,  "Racial  Composition,  Wages,  and  Quality  Sorting,"  at  the  Southern  Economic 
Association  meetings,  November  1999. 

Presented,  "Racial  and  Ethnic  Differences  in  Pension  Coverage  and  Benefit  Levels,"  at 
the  Southern  Economic  Association  meetings,  November  1998. 

Presented,  "Factors  Mluencing  Participation  and  Contribution  Levels  in  401  (k)  Plans,"  at 
the  Western  Economics  Association  meetings,  July  1998. 

Presented,  "Aging  at  Work:  Employment  Determination,  Firm  Strategies,  and  Public 
PoUcy  in  the  United  States,"  at  the  Western  Economic  Association  meetings,  July  1994. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Western 
Economic  Association  meetings,  July  1992. 

Presented  "Plant  Size  and  the  Decline  of  Unionism,"  at  the  Southem  Economic 
Association  meetings,  1989,  with  William  Even. 

Panel  Discussant,  Southem  Economic  Association  meetings,  November  1989. 

Presented  "The  Labor  Force  Participation  and  Earnings  Profiles  of  Married  Female 
Inamigrants,"  at  the  Southem  Economic  Association  meetings,  November  1988. 

Presented  "Pensions,  Screening,  and  the  Gender  Wage  Gap,"  at  the  Southem  Economic 
Association  meetings,  Novemb^  1988. 

Session  Chair  and  Panel  Discussant  at  the  Southem  Economic  Association  meetings, 
November  1988. 

Participation  in  Invited  Seminars,  Conferences,  and  other  Presentations 

Presented,  "Teaching  Macroeconomics  During  Troubled  Times,"  at  Creative  Ideas  for 
Your  Basic  Economics  Course  Conference  at  Florida  State  University,  February  2012. 

Presented,  "Participant  Direction  in  Defined  Contribution  Pension  Plans,"  at 
Pennsylvania  State  University,  April  2010. 

Presented,  "The  Parallels  Between  the  Japanese  Economic  Crisis  of  the  1990s  and  the  US 
Today"  at  Creative  Ideas  for  Your  Basic  Economics  Course  Conference  at  Florida  State 
University,  February  2010. 

Chair  "Minimum  Wage  &  EITC"  Session  at  Society  of  Labor  Economists  meetings.  May 
2009. 

Presented  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Lehigh  University, 
April  2009. 
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Presented  "Is  Bigger  Still  Better?:  The  Decline  of  the  Wage  Premium  at  Large  Firms,"  at 
Association  of  Private  Enterprise  Education  meetings,  April  2009. 

Presented  'The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Trinity  University,  October  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 
Georgia  State  University,  April  2008. 

Presented  "The  Growth  of  Participant  Direction  in  Defined  Contribution  Pensions,"  at 

Association  of  Private  Enterprise  Education  meetings,  April  2008. 

Presented,  "Improving  Pension  Coverage  at  Small  Finns,"  at  Hudson  Institute,  May 

2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Society  of  Labor 
Economics  meetings.  May  2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  Association  of 
Private  Enterprise  Education  meetings,  April  2006. 

Presented,  "Participant  Direction  in  Defined  Contribution  Plans,"  at  University  of 
Wisconsin-Milwaukee,  April  2006. 

Invited  Panel  Participant  for  Pepper  Foundation  and  Center  Symposiimi  on  pension 
reform,  Washington,  DC,  February  2006. 

Presented,  "The  Risk  and  Return  of  Pension  Investments  in  Employer  Stock,"  at  West 
Virginia  University,  April  2005. 

Presented,  "The  Risk  and  Return  of  Pension  Investmente  in  Employer  Stock,"  at  the 
University  of  Kentucky,  November  2004. 

Presented,  "The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,"  at  the  Federal  Reserve  Bank  of  Atlanta,  April  2004. 

Presented,  "The  Causes  and  Consequences  of  Company  Stock  Holdings  in  Pension 
Funds,"  at  the  University  of  Oklahoma,  February  2004. 

Presented,  "Tracking  Union  and  Nonunion  Wages  in  the  U.S.:  Can  the  Evidence  be 
Reconciled?"  at  the  Middlebury  Annual  Conference  on  Economic  Issues,  April  2002. 

Presented,  "How  Will  the  Growth  of  DC  and  401  (k)  Plans  Afifect  Pension  hicome?"  at 
the  Miami  University  Center  for  Pension  and  Retirement  Research  Conference,  June 
2001. 

Presented,  "Benefits  and  Worker  Productivity,"  Benefits  for  the  Workplace  of  Tomorrow 
Conference,  Wharton  School,  University  of  Pennsylvania,  May  2001. 
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Participant,  Innovations  in  Managing  the  Financial  Risks  of  Retirement  Conference, 
Wharton  School,  University  of  Pennsylvania,  May  2000. 

Presented  "Using  Hi-Tech  in  Large  Lectures,"  at  Association  of  Private  Enterprise 
Education  meetings,  April  2000. 

Presented  "Employee  Participation  in  401(k)  Plans,"  at  University  of  Wisconsin- 
Milwaukee,  October  1999. 

Presented  "Gender,  Race,  and  Ethnicity  in  the  Labor  Market,"  as  part  of  the  Smith  Chair 
course  in  Labor  Economics  at  Brigham  Young  University,  September  1999. 

Presented,  "The  Decline  in  Pension  Coverage  Among  Less  Educated  Workers,"  at  the 
Florida  State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Children's  Effects  on  Women's  Labor  Market  Attachment  and  Earnings"  at 
the  Conference  on  the  Changes  in  Working  Time  in  Canada  and  the  United  States, 
Canadian  Employment  Research  Forum,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  in  the  Airline  Labor  Market"  at  the  Ohio 
State  University  Economics  Department  Seminar  Series,  1996. 

Presented,  "Earnings,  Rents,  and  Competition  ui  the  Airline  Labor  Market"  at  the  Florida 
State  University  Economics  Department  Seminar  Series,  1995. 

Presented,  "Employer  Size  and  Labor  Turnover:  The  Role  of  Pensions,"  at  Syracuse 
University,  1995. 

Presented,  "Earnings,  Rents,  and  Competition  uithe  Airline  Labor  Market"  while  visiting 
scholar  at  the  Federal  Reserve  Bank  of  Cleveland,  1995. 

Presented,  "Trends  in  Lidividual  and  Household  Pension  Coverage,"  at  the  Miami 
University  Center  for  Pension  and  Retirement  Research  Conference,  1994. 

Presented,  "Racial  Composition,  Quality  Sorting,  and  the  Black- White  Wage  Gap"  at  the 
University  of  Wisconsin,  bistitute  for  Research  on  Poverty,  Small  Grants  Workshop, 
1993,  with  Barry  Hirsch. 

Presented,  "Why  Did  Male  Pension  Coverage  Decline  in  the  1980s?"  at  the  Florida  State 
University  Economics  Department  Seminar  Series,  1992. 

Participant  at  National  Bureau  of  Economic  Research  (NBER)  Labor  Studies  meetings  of 
tiie  Summer  histitute,  1992. 

Presented,  "Why  Did  Male  Pension  Coverage  DecUne  in  the  1980s?"  at  the  Miami 
University  Conference  on  Current  Pension  Policy  Issues,  1992. 
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Organizer  and  participant  at  conference  on  "Contemporary  Issues  in  Pension  Economics," 
hosted  by  the  Center  for  Pension  and  Retirement  Research,  Miami  University,  1990. 

Presented  "The  Effect  of  International  Competition  on  Union  and  Nonnmon  Wages,"  at 
the  University  of  Cincinnati  Seminar  Series,  1987. 


Refereeing 

Bulletin  of  Economic  Research,  Canadian  Journal  of  Economics,  Contemporary 
Economic  Policy,  Eastern  Economics  Journal,  Economic  Development  and  Cultural 
Change,  Economic  Inquiry.  Industrial  Relations,  Industrial  and  Labor  Relations 
Review,  International  Economic  Review,  Journal  of  Economics  and  Business, 
Journal  of  Human  Resources,  Journal  of  Labor  Economics,  Journal  of  Labor 
Research,  Journal  of  Pension  Economics  and  Finance,  Labour  Economics,  Mid- 
American Journal  of  Business,  Policy  Studies  Review,  Quarterly  Jottrnal  of 
Economics,  Quarterly  Review  of  Economics  and  Finance,  Real  Estate  Economics, 
Review  of  Economics  and  Statistics,  Social  Science  Quarterly,  Southern  Economic 
Journal 

Outside  reviewer  for  Department  of  Economics,  UNC-Gxeensboro,  Georgia  State 
University. 

Promotion  and  tenure  letters  for  candidates  at  Georgia  State  University,  Kansas 
State  University,  Monmouth  University,  Ohio  State  University,  Univrasity  of 
Massachusetts,  University  of  Southern  California,  and  University  of  Wisconsui- 
Milwaukee. 


Honors  and  Awards 

Awarded  sabbatical.  Trinity,  Fall  201 1. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2005. 

Named  Rod  and  Hope  Brim  Eminent  Scholar  in  Economics,  FSU,  Fall  2004. 

Research  Fellow,  Institute  for  the  Study  of  Labor  (IZA),  Bonn,  2004-. 

Who 's  Who  in  Economics,  Fourth  Edition,  Mark  Blaug  and  Howard  Vane  (eds), 
Edward  Elgar  Publishing,  2003,  pp.  524  (selection  criteria:  one  of  the  1,200  most 
frequently  cited  economists  in  the  years  1990-2000  using  the  Social  Science 
Citation  Index). 
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Awarded  Abba  Lemer  named  professorship,  FSU,  Spring  2000. 
Awarded  sabbatical,  FSU,  Spring  2000. 

Received  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  2000. 

Received  FSU  Teaching  Incentive  Program  Award,  Fall  1995. 

Nominated  for  FSU  Award  for  Excellence  in  Undergraduate  Teaching,  Spring  1994. 

Nominated  for  Outstanding  Teaching  Award,  Associated  Student  Government, 

Miami  University,  1992. 

Selected  by  the  Miami  University  Sisters  of  Delta  Gamma  for  a  "Favorite  Professor 
Award"  in  Falll  990. 

Honorary  Member  of  Golden  Key  National  Honor  Society,  Fall  1989. 

Selected  by  the  Sisters  of  Delta  Gamma  as  "One  of  the  twenty  five  most  outstanding 
faculty  members  at  Miami  University"  in  Fall  1988. 

Service 

Vice  President,  Southern  Economic  Association,  201 1- 
Trinity  University 

Dick  and  Peggy  Prassel  Professor  of  Business  Administration  Search  Committee, 

2011 

Faculty  and  Staff  Compensation  Committee,  2010-2011 
Student  Retention  Committee,  2010 

Florida  State  University 

University  and  College  Committees: 

Member,  GPC  subcommittee  for  Marketing,  Spring  2008. 

Member,  Graduate  Policy  Committee,  Fall  2007-. 

Chair,  GPC  subcommittee  for  Political  Science,  Fall  2006. 

Member,  Title  IV  Admissions  Attendance  Committee,  Fall  2003-Spring  2004. 

Member,  College  of  Social  Sciences  Executive  Committee,  Fall  2003-. 

Member,  Ad  Hoc  Committee  on  COSS  Technology,  Spring  2003. 

Member,  Computing  and  Information  Resource  Committee,  Fall  1999-. 

Member,  Academic  and  Policy  Affairs  Committee,  Fall  1996-Spring  1998. 

Economics  Department  Conmiittees: 
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Member,  Ad  Hoc  Committee  on  Economics  2000  Level  Courses,  Spring  1999. 

Member,  Undergraduate  Economics  Committee,  Fall  1998- 

Member,  Economics  Department  Executive  Committee,  Fall  1994-Spring  1995, 

FaU  1996-Spring  1999,  Fall  2000-. 

Economics  Department  Library  Representative,  Fall  1993-. 

Micro/Macroeconomics  Seminar  Coordinator,  Fall  1993-Spring  1995, 

Fall  1998-Fall  1999,  Fall  2001,  Fall  2006-. 

Comprehensive  Examination  Committees: 

Member,  Masters  Comprehensive  Exam  Committee,  Spring  1994. 

Member,  Ph,D.  Labor  Field  Exam  Committee,  Fall  1992,  Spring  1994,  Fall  1994, 

Fall  1995,  Fall  1996,  Spring  1997,  Spring  1998. 

Chair,  Masters  Comprehensive  Exam  Committee,  Fall  1994,  Spring  1998. 
Chair,  Ph.D.  Labor  Field  Exam  Committee,  Spring  1993-Fall  1993,  Spring  1995, 
Spring  1996,  Spring  2000,  Spring  2001,  Fall  2001. 


Miami  University 

Computing  Task  Force,  Department  of  Economics,  1991-92. 
Recruiting  Committee,  Department  of  Economics,  1990-92. 
Economics  Club  Advisor,  1988-1991. 

Research  Associate,  Center  for  Pension  and  Retirement  Research,  1988-92. 
Delta  Sigma  Pi  Charter  Advisor,  1988-89. 
Student  Finance  Committee,  Student  Affairs  Council,  1988-89. 
Omicron  Delta  Epsilon  Advisor,  1 987-88. 

Theses,  Extended  Papers,  and  Dissertations 

Undergraduate  Honors  Thesis: 

Chair,  LeelaHebbar,  1995 

Member,  Nicole  Cubies,  2006 
Member,  John  Stutts,  2006 
Member,  Todd  Cramiell,  2000 
Member,  Mark  Plotmck,  2000 
Member,  Bobby  Pittman,  1998 

MS  Thesis  and  Extended  Paper: 

Chair,  Maria  Arce-Trigatti,  2009 
Chair,  George  Holescko,  2000 
Chair,  J.  Michael  DuMond,  1994 

Member,  Shael  Wolfson,  2000 


Member,  Lehr  Eliason,  2000 
Member,  Steve  Muri,  2000 
Member,  Ken  Meier,  1998 
Member,  Tarteshia  Williams,  1995 
Member,  Richard  Page,  1994 

PhD  Dissertation: 

Chair,  James  Farrell,  2009 
Chair,  Mark  Keightley,  2008 
Chair,  Ali  Al-MalM,  2007 
Chair,  Carter  Doyle,  2005 
Chair,  Edward  Wolpert,  1998 
Chair,  J.  Michael  DuMond,  1997 

Member,  Bogdan  Daraban,  2007 
Member,  Russell  Engel,  2007 
Member,  Li  Feng,  2006 
Member,  Chuck  Skipton,  2003 
Member,  Nicole  Yurgin,  2003 
Member,  Jennifer  Troyer,  1999 
Member,  Josefina  Tranfa,  1999 
Member,  Shaliesh  Bandarhi,  1998 
Member,  James  Freeman,  1998 
Member,  Brian  Nottage,  1998 
Member,  Ben  Shippen,  1995 
Member,  Ed  Schumacher,  1994 

Outside  Member,  Stephanie  Burge,  Sociology,  2006 
Outside  Member,  Reg  Albritton,  Special  Education,  2005 
Outside  Member,  Kim  Shuey,  Sociology,  2001 
Outside  Member,  Andrea  Willson,  Sociology,  2001 
Outside  Member,  Phyllis  Keys,  Finance,  1998 
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David  A.  Macpherson 

Depositions  and  Trial  Testimony:  2008  to  2012 

1 .  Angela  Speed  and  Adrian  Speed  vs.  Hertz  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Brevard  County,  Florida;  gave  deposition; 
wrongful  injury;  2008;  Case  No:  05-2005-CA-065447 

2.  Patricia  Morrison  vs.  Anthony  Mork  and  Microspine  Surgery 

Atty:  Steven  Andrews;  Walton  County,  Florida;  testified  at  trial;  wrongful  injury; 
2008;  Case  No:  06000249CA. 

3 .  James  Tomaselli  vs.  State  of  Florida,  Department  of  Corrections 

Atty:  Gordon  Leech;  Martin  County,  Florida;  gave  deposition;  wrotigful 
termination;  2008;  Case  No:  01-554-CA. 

4.  Russell  Martin,  et  al.  v.  City  of  Atlanta,  et  al. 

Atty:  Andrew  Coffman;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
SDivision;  gave  deposition;  racial  discrimination;  2008;  Case  CA  File  No:  1:07- 
CV-00326-BBM 

5.  McCabe,  et  al.  v.  Harmon  Fruit,  et  al. 

Atty:  Larry  Perry;  Polk  County,  Florida;  gave  deposition;  wrongful  death;  2008; 
Case  53-2005-CA-003612-0000-00 

6.  Thomas  Faulkner  v.  Michael  Chertoff  and  Department  of  Homeland  Security 

Atty:  John  Davis;  U.S.  District  Court;  Northern  District  of  Florida;  gave 
deposition;  wrongful  termination;  2009;  Case  4:08CV341-SPMAVCS 

7.  Matthew  Debord  and  Tabitha  Debord  vs.  G  &  S  Material  Service  et  al. 

Atty:  Hubert  Brown;  U.S.  District  Court;  Northem  District  of  Florida;  gave 
deposition;  wrongful  mjury;  2009;  Case  3:07cv365-LAC/MD 

8.  Jessica  Loveday  vs.  USA 

Atty:  Anthony  Caggiano;  U.S.  District  Court;  Northem  District  of  Florida;  gave 
deposition;  wrongfiil  injury;  2009;  Case  1 :08cv205/SPM 

9.  Julia  Keyes  vs.  AIG 

Atty:  Larry  Perry;  Jackson  County,  Florida;  gave  deposition;  wrongful  injury; 
2009;  Case  08706CA 

10.  Estate  of  Linda  DePuy  vs.  Broeseker  et  al. 

Atty:  Steve  Andrews;  Leon  County,  Florida;  gave  deposition;  wrongful  death; 
2009;  Case  2007  CA  2509 
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11.  Oliver  and  Sollman  vs.  VSoft  Inc. 

Atty:  Larry  Paokey;  U.S.  District  Court,  Northern  District  of  Georgia,  Atlanta 
Division;  gave  deposition;  age  discrimination;  2009;  Case  CA  File  No:  1:09-CV- 
0185 

12.  Yolanda  Young  vs.  Covington  and  Burling,  LLP 

Atty:  Latif  Damon;  U.S.  District  Court  for  the  District  of  Columbia;  gave 
deposition;  racial  discrimination;  2009;  Case  CA  File  No:  l:09-CV-0464  RBW 

13.  Deborah  Suboh  vs.  Mark  Bergeson  et  al. 

Atty:  Stephanie  Wright  and  Charlotte  Perrell;  Georgia,  Dekalb  County;  Case 
07A77585-5,  gave  deposition;  legal  malpractice;  2010. 

14.  Rolando  Simmons  vs.  Davis  and  Peterson 

Atty:  Hubert  Brown;  Florida,  Calhoun  County;  Case  2008-0150-CA,  gave 
deposition  and  testified  at  trial;  medical  malpractice;  2010. 

15.  Lorie  J.  Marshall,  et  al.  vs.  H  &  R  Block  Tax  Services,  Inc. 

Atty:  Allan  Steyer;  U.S,  U.S.  District  Court 

Southern  District  of  Illinois;  Case  No.  3:08-CV591-MJR;  gave  deposition; 
consumer  damages;  2010. 

16.  Daren  Davis  vs.  Joseph  Austin  and  Terry  Roberts  Work  Site 

Atty;  Anthony  Caggiano;  Florida,  Osceola  County;  gave  deposition;  wrongfiil 
injury;  2010;  Case  2006  CA  002997  AN 

17.  David  Darrow  vs.  Adventist  Health  Systems/Sunbelt  Inc. 

Atty:  Anthony  Caggiano;  Florida,  Orange  County;  gave  deposition;  wrongful 
mjury;  2010;  Case  48-2009-CA-004897-0 

18.  Samuel  Gonzalez  vs.  Gurdev  Singh  Nijjar  et  al. 

Atty:  Ramon  Rodriguez;  Texas,  El  Paso  County;  gave  deposition;  wrongful 
injury;  2010;  Case  2007-01 1 

19.  John  Davis  vs.  Devereux  Foundation. 

Atty:  Thomas  Brown;  Florida,  Brevard  County;  gave  deposition;  wrongful 
injury;  2010;  Case  99-15992-CA-F 

20.  Al  Kowalski  vs.  et  al.  YellowPages.Com,  LLC 

Atty:  Peter  Pearlman;  U.S.  District  Coixrt  Southern  District  of  New  York;  Case 
No.  10-7318  (PGG);  gave  deposition;  consumer  damages;  2011. 

21.  Christina  Glover  and  Jason  Glover  vs.  Publix  Super  Markets 

Atty:  Phelicia  Steill;  Florida,  Leon;  Case  No.  08  CA  2695;  gave  deposition; 
wrongful  injury;  201 1 . 
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22.  Lissette  Cartagena  and  William  Cartagena  vs.  Bracero  et  al. 

Atty:  Thomas  Brown;  Florida,  Orange  County;  Case  No.  07-CA-2645  DIV  34; 
gave  deposition  and  testified  at  trial;  wrongful  injury;  201 1 . 

23.  LUlie  Conyers  and  James  Conyers  vs.  Werner  Enterprises  et  al. 

Atty:  Thomas  Brown;  Florida,  Jackson  County;  Case  No.  09-1174-CA;  gave 
deposition;  wrongful  injury;  2011. 

24.  Shannon  McCants  vs.  Wackenhut  Corporation 

Atty:  Dawn  Pompey  Whitehurst;  Duval  County,  Florida;  gave  deposition  and 
testified  at  trial;  wrongfiil  death;  201 1;  Case  No:  16-2008-CA-014834 

25.  Christina  Whipple  versus  R.E.S.A,  Inc. 

Atty:  Susan  Haney;  Bexar  County,  Texas;  gave  deposition;  business  damages; 
201 1;  Case  No.:  2009-CI-17074 

26.  Daniel  Plouffe,  et  al.  versus  General  Motors,  LLC 

Atty:  Michael  Pitt;  Wayne  County,  Michigan;  gave  deposition;  age 
discrimination;  2012;  Case  No.:  Case  No.  1 1-007645-CL 

27.  Johnny  Cash  versus  State  Farm 

Atty:  Steven  Andrews;  Leon  County,  Florida;  testified  at  trial;  wrongful  injury; 
2012;  Case  No.:  Case  No.  lO-CA-2429 


Michael  P.  Kelsay,  Ph.D. 

April  24,  2012 
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1  Q.   Did  you  talk  with  Mr.  Grant  or  Ms.  Haggard 

2  in  preparing  for  this  deposition? 

3  A.   I  had  a  conference  call  vAfb.  both  of  them 

4  yesterday  afternoon. 

5  Q.  And  generally  whenever  you've  wanted  some 

6  information  or  a  report  or  data,  have  you  been  able 

7  to  receive  it? 

8  A,    From  them? 

9  Q.   From  them. 

10  A.  I'm  not  sure  what  kind  of  data  you're 

11  talking  about. 

12  Q.   Well,  let  me  just  ask  you  have  they  given 

13  you  everything  youVe  asked  for? 

14  A.  Yeg. 

15  Q.   £k>  if  8  £iir  for  me  to  assume  that  if 

1 6  there's  something  you  didn't  look  at,  it's  not 

17  because  they  didn't  give  it  to  you.  It's  because 

1 8  you  didn't  ask  for  it  from  them? 

19  A.  Yes. 

20  Q.  Okay.  I  want  to  mop  up  a  couple  of  things 

21  on  your  qualifications.  I  don't  see  that  you  teach 
2  2     any  classes  on  labor  economics. 

23  A.  Correct. 

24  Q.   And  you  know,  at  one  point  opposing 

2  5     counsel  told  me  that  a  labor  economist  was  being 
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1  A.  No. 

2  Q.   Doyouknowwho  Jobs  with  Justice  is? 

3  A.   Not  really.  I've  heard  of  them,  but  I've 

4  never  talked  to  them,  or  they  have  talked  to  me. 

5  Q.   How  about  the  Economic  Policy  Institute? 

6  Any  interaction  wifli  them  befbre  you  were  retained? 

7  A.  No. 

8  Q.   Do  you  know  what  the  Economic  Policy 

9  mstituteis? 

10  A.   It's  my  understanding  and  general  sense  is 

11  that  it  publishes  work  on  policy  aspects  aenm  the 

12  wide  spectrum  of  issues. 

13  Q.    Have  you  detected  any  political  leanings 

14  in  EPIs,  for  lack  of  —  so  I  don't  have  to  say  it 

1 5  over  and  over  again  -  in  EPI's  publications? 

16  A.   Could  you  repeat  that? 

17  Q.    Sure.  Have  you  detected  any  political 

lo        Icalling  in  Ctrl  9  pilDllCallUllB  I 

19  A.   Well,  in  terms  of  what  small  sample  of 

20  giuff  r ve  reviewed  for  them,  they  have  a  policy  of 

2 1  leaning  towards  lower  wage  people,  issues  of  incom 

22  and  equality  and  the  like, 

23  Q.    Do  you  think  it's  important  to  consider 
2  4     political  bias  of  sources  that  you  rely  upon? 
25        A,    Ycafi,  1  believe  it  is. 
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1  retained.  I'm  not  sure  if  they  were  talking  about 

2  you  or  ifthey  didn't  know  who  you  were  yet.  Are 

3  you  a  labor  economist? 

4  A.   I  believe  I  am. 

5  Q.    What  makes  a  labor  economist? 

6  A.   Working  in  a  variety  of  different 

7  labor-related  issues  over  the  past  decade. 

8  Q.   Now  befbre  the  last  decade  it  looks  like 

9  most  of  your  work  was  with  environmental  and  waste 

10  disposal  issues;  is  that  right? 

11  A.  Yeah,  that's  correct.  That's  what  my 

12  dissertation  was  in. 

13  Q.  You've  never  given  expert  testimony  on  the 

1 4  minimum  wage  before,  correct? 

15  A.  Correct. 

16  Q.   You've  never  had  a  publication  in  a  peer 

17  reviewed  journal? 

18  A.  No. 

19  Q,    Okay.  And  no  publication,  I  guess,  in  a 

20  peer  reviewed  journal  on  the  minimum  wage? 

21  A.  No. 

22  Q .   Have  you  had  any  contact  or  interaction 

2  3     with  NBLK  before  you  were  retained  in  this  matter? 

24  A.  No. 

25  Q.   With  Jobs  with  Justice? 
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1  Q .   How  did  you  choose  ~  let's  move  to  your 

2  index  of  materials. 

3  (Whereup(»i,  Deposition  Exhibit  Number  3  was  market 

4  by  die  reporter  for  identification.) 

5  Q.    (BY  MR.  GREIM)  Okay.  We've  maiked  that 

6  as  Exhibit  3.  First  of  all,  who  prepared  Exlubit  3? 

7  MR.  GRANT:  What  are  you  looking  at, 

8  Eddie? 

9  MR.  GREIM:  Tlte  articles  relied  upon 

10  by  Dr.  Kelsay. 

1 1  MR,  GRANT:  Is  tliat  the  index  or  -- 

1 2  MR.  GREIM:  It's  Numbered  1  through 

13  19,  and  the  title  is  "Documents  Relied  Upon  by 

14  Dr.  Kelsay," 

15  MR.  GRANT:  Okay. 

1 6  Q.   (BY  MR.  GREIM)  Who  prepared  this 

17  document? 

1  o       A.   I  did. 

19  Q.   Wlien  did  you  prepare  it? 

20  A.    I'd  have  to  look  at  my  e-mails  to 

2 1  determine  that. 

22  Well,  I  received  a  copy  of  an  e-mail  dated 

2  3     April  Ah,  and  It  said,  "Could  I,  by  early  next 

2  4     week,  send  me  an  Index,"  so  I  would  guess  if  s  a 
25     week  or  so  later. 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Health 
and  Senior  Services,  the  Department  of  Public  Safety,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin, 
the  City  of  Kansas  City,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal 
60  School  District,  Rockwood  R-VI  School  District,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

hicreased  state  and  local  government  costs  for  wages,  operating  expenses,  and  programs 
could  exceed  an  estimated  $105  million  annually.  State  and  local  government  income  and 
sales  tax  revenue  could  increase  by  an  estimated  $34.6  million  annually. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-018) 


Subject 

Initiative  petition  from  Maureen  Dickmann  regarding  a  proposed  amendment  to  Chapters 
367  and  408  of  the  Revised  Statutes  of  Missouri.  (Received  December  10,  2012) 

Date 

December  31,  2012 
Description 

This  proposal  would  amend  Chapters  367  and  408  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkv*'ood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Dale  K.  Irwin  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 


Erich  V.  Vieth  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Marc  H.  Ellinger  on  behalf  of  Stand  Up  Missouri  provided  information  as  an  opponent 
of  the  proposal  to  the  State  Auditor's  office. 

Edward  D.  Greim  provided  information  from  Dr.  Joseph  H.  Haslag  who  identified 
himself  as  an  opponent  of  the  proposal  to  the  State  Auditor's  office. 

Robert  Zeitler  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 
They  may  seek  additional  appropriations  if  there  is  a  significant  increase  in  the  number  of 
referrals  from  the  Division  of  Finance. 

Officials  from  the  Department  of  Agriculture  indicated  there  will  be  no  fiscal  impact  on 
their  department. 

Officials  from  the  Department  of  Economic  Development  indicated  they  would  have 
no  impact. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  they  do  not  anticipate 
that  the  proposal  contained  in  this  initiative  petition  would  have  any  direct,  foreseeable 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  they  anticipate  it  will  have  no  cost  or  savings  to  their  department. 
If  the  adoption  of  the  measure  results  in  a  reduction  of  fee  revenue  from  consumer  credit 
entities,  their  department  anticipates  it  would  expend  a  correspondingly  smaller  amount 
to  regulate  these  entities. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obhgations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  their  department  would 
not  anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  their  department  has  no  impact 
for  this  initiative  petition. 


Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there 
would  be  no  fiscal  impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  added  costs  to  their 
office  if  the  amendment  is  approved  by  the  voters. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  is  no  direct  fiscal 
impact  to  their  agency,  but  there  is  an  unknown  impact  on  their  cost  of  doing  business. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assimie  no  fiscal 
impact  for  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  appears  to  have  no 
fiscal  impact  as  it  relates  to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically  been 
an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot 
measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the 
ballot.  In  fiscal  year  201 1,  at  the  August  and  November  elections,  there  were  6  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $1.02  million  to  publish  (an 
average  of  $170,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  oflice  indicated  there  is  no  fiscal  impact  to  their 
office. 

Officials  from  St.  Louis  County  indicated  in  regards  to  this  initiative  petition,  they  do 
not  anticipate  any  significant  financial  impact  to  their  county.  Although  the  proposed 
language  could  create  a  slight  negative  financial  impact  in  terms  of  a  reduction  in 
business  licenses  if  there  was  a  drop  in  the  number  of  payday  loan  businesses,  or  a  small 
drop  in  assessed  values  if  some  payday  loan  operations  go  out  of  business,  it  is  not 
possible  to  calculate  the  number  of  payday  loan  businesses  that  would  be  terminated.  In 
either  case,  a  reduction  in  the  number  of  payday  loan  businesses  would  not  cause 
significant  impact  to  their  county. 

Officials  from  the  City  of  Columbia  indicated  they  have  licensed  17  loan  companies.  If 
the  legislative  change  causes  them  to  stop  operating  there,  the  city  would  lose  about  $56 
in  licensing  fees.  They  indicated  this  is  not  a  significant  fiscal  impact. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  if  this  petition 
would  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Wentzville  indicated  they  do  not  see  that  this  would  have  any 
fiscal  impact  on  their  city. 

Officials  from  Linn  State  Technical  College  indicated  these  changes  should  not  have  an 
estimated  cost  or  savings  to  their  college. 

Officials  from  Metropolitan  Conununity  College  indicated  this  would  have  no  direct 
fiscal  impact  on  their  college. 

Dale  K.  Irwin  provided  the  following  information  as  a  proponent  of  this  initiative 
petition. 
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December  18,2012 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  Missouri  65101 

Re:     Petition  approval  request  from  Maureen  Dickman  regarding  a  proposed 
amendment  to  the  Revised  Statutes  of  Missouri,  version  2  (2014-018) 

Dear  Auditor  Schweich: 

I  write  to  ask  your  consideration  of  the  following  as  you  draft  your  fiscal  note 
sunmiary  for  the  above  proposed  measure. 

I  have  practiced  consumer  protection  law  since  1 973  when  I  graduated  from  M.U. 
law  school  in  Columbia  and  came  to  Kansas  City  to  work  for  Legal  Aid  of  Western 
Missouri.  After  leaving  Legal  Aid  in  1981,  I  continued  to  concentrate  my  private 
practice  in  the  same  area.  Having  repeatedly  witnessed  throughout  my  career  the 
devastating  impact  of  payday  loans,  I  am  a  strong  proponent  of  reducing  the  rates  on  the 
high-cost  forms  of  consumer  credit  covered  by  the  above  initiative. 

In  the  late  1970s  at  Legal  Aid,  we  handled  a  class  action  against  some  Oklahoma 
payday  lenders  with  storefront  operations  here  in  Kansas  City.  That  was  my  first  glimpse 
into  how  borrowers  become  hopelessly  trapped  in  a  repeat  cycle  of  400%  loans.  While 
back  then  Missouri  still  had  an  usury  law  with  teeth,  it  was  being  circumvented  by  a  ruse. 
The  payday  lenders  claimed  that  the  400%  APR  was  not  "interest,"  but  was  instead  a 
"brokerage  fee"  they  were  charging  to  connect  the  borrower  to  a  lender.  This  was,  of 
course,  an  elaborate  lie.  The  lender  was  always  the  same  guy  -  some  shadowy  figure  in 
El  Paso,  Texas. 

After  reaching  a  successful  settlement  for  the  class  of  borrowers  in  that  case,  we 
worked  with  a  state  legislator  to  plug  the  "brokerage  fee"  loophole.  After  her  bill  was 
passed  and  signed  into  law  (§  408.096  RSMo),  the  payday  lenders  mustered  a 
constitutional  challenge  to  the  statute.  The  Missouri  Supreme  Court  upheld  it  in  Lincoln 
Credit  Co.  v.  Peach,  636  S.W.2d  31  (Mo.  1982). 
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So  then  payday  lenders  turned  their  attention  to  the  legislature.  They  pushed 
through  a  bill  legalizing  their  super-usurious  rates  when  Kit  Bond  was  governor.  To  his 
everlasting  credit,  he  vetoed  it. 

Undaunted,  the  payday  lenders  threw  more  money  at  the  legislature  and  got 
another  bill  through.  Our  veto  pleas  to  Gov.  Bond's  successor  fell  on  deaf  ears  and  he 
signed  the  measure  into  law. 

Then,  in  1998,  the  Small  Loan  Act,  which  capped  the  allowable  interest  on  loans 

of  $500  or  less  at  26.62%,  was  amended  to  remove  the  cap,  leaving  the  sky  as  the  only 
limit  on  such  loans.  Ever  since,  any  attempt  at  payday  loan  reform  has  been  met  wi^ 
nothing  but  resistance  in  the  legislature. 

Missouri  borrowers  have  been  subjected  to  some  of  the  highest-cost  loans  in  the 
nation.  Not  only  have  I  been  representing  Missourians  harmed  by  these  abusive  practices 
for  more  than  35  years,  but  I  also  recently  represented  two  proponents  of  payday  loan 
reform  who  sought  to  get  the  matter  on  the  November  ballot  this  year.  So  I  am  familiar 
with  the  way  these  loans  strip  income  from  individuals  and  also  familiar  with  the  flawed 
arguments  the  high-cost  lending  industry  made  in  the  litigation  over  the  fiscal  note. 

Assuming  that  these  high-cost  lenders  will  make  similar  arguments  regarding  the 
fiscal  note  you  are  preparing  for  the  current  proposal,  I  would  like  to  provide  important 
background  on  the  drain  caused  by  these  high-cost  credit  products  and  address  the  flawed 
arguments  typically  made  about  their  fiscal  impact.  Understanding  the  nature  of  these 
predatory  loan  products  is  key  to  understanding  the  overblown  industry  statements  about 
the  fiscal  impact  of  the  initiative.  By  their  nature,  that  the  vast  majority  of  loans  covered 
by  the  initiative  petition  are  structured  to  trap  borrowers  in  a  long  term  cycle  of  debt, 
resulting  in  payment  of  excessive  finance  charges  and  long-lasting  financial 
consequences. 

For  the  reasons  presented  here,  and  because  of  the  experiences  of  what  has 
occurred  in  other  states,  I  argue  that  reducing  the  interest  rate  on  these  loans,  as  the 
initiative  proposes,  will  in  fact  have  a  neutral  or  net  positive  fiscal  impact  on  the  state  of 
Missouri.  At  the  very  least,  the  ranges  provided  in  the  fiscal  note  summary  last  year  will 
be  sufficient  this  time  as  well. 

Predatory  Nature  of  High-cost  Loan  Products  Covered  by  Initiative  Petition 

Loans  covered  by  this  initiative  petition  -  payday  loans,  car  title  loans,  installment 
loans  -  carry  ch£u:ges  in  Missouri  well  above  triple-digit  annual  percentage  rates  (APR), 
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often  400%  or  more.  These  rates  reflect  the  risky  structure  of  these  loan  products,  the 
terms  of  which  make  them  difficult  to  repay  without  having  to  borrow  again  and  again. 
Industry  and  state  regulator  data  reflect  time  and  time  again  that  the  loans  create  a  pattern 
of  long-term  repeat  borrowing,  essentially  churning  borrowers  simply  for  the  collection 
of  new  finance  charges  with  little  or  no  benefit  to  the  borrower. 

Below  are  three  examples  of  this  in  each  of  these  types  of  loans  -  payday,  car  title 
and  installment.  The  examples  are  followed  by  cumulative  data  to  show  this  is  the 
industry  norm,  not  an  exception. 

In  a  recent  case  before  the  Missouri  Supreme  Court,  Brewer  v.  Missouri  Title 
Loans,  364  S.W.3d  486  (Mo.  2012),  Ms.  Brewer  borrowed  $2,215,00  at  an  APR  of 
300%.  The  was  secured  by  a  lien  on  her  car  title.  After  making  two  payments  totaling 
over  $1 ,000,  the  loan  principal  was  reduced  by  only  6  cents. 

In  a  recently-settled  class  action  involving  the  state's  largest  payday  lender, 
Kansas-based  QC  Holdings,  a  single  mother  of  two  making  $844.00  every  two  weeks  as 
a  medical  assistant,  took  out  three  payday  loans  from  QC  Holdings,  one  for  $450,  one  for 
$300  and  one  for  $250.  QC  Holdings  renewed  these  loans  six  times,  charging  a  total  of 
more  than  $1,800.00  in  finance  charges.^ 

Finally,  in  a  recent  news  story  about  one  of  the  state's  largest  installment  lenders, 
also  known  as  a  "510  Lender",  highlights  similar  patterns.  The  story  focuses  on  the 
battle  of  a  social  services  agency  in  Kansas  City  to  help  one  of  its  clients.  The  client,  a 
single  mother,  whose  sole  source  of  income  is  disability  and  who  reads  at  the  third  grade 
level,  borrowed  $300  at  382%  APR  for  which  the  final  total  payments  amounted  to 
$1,080.00.^ 

These  stories  are  not  exceptions,  but  rather  the  norm.  These  stories  match  the 
experiences  of  consumers  I  have  represented.  Data  shows  that  nationally  the  typical 
payday  loan  borrower  is  stuck  in  8  payday  loans  a  year  and  pays  over  $520  in  interest  for 
a  typical  $375  loan.'  Data  also  show  that  76%  of  payday  loan  volimie  is  due  to  borrower 


'  Dan  Margolies,  Kansas  City  Star,  November  10,  2006,  "Payday  Lender  QC  Financial  Services 
Faces  Class  Action  Lawsuit". 

^  KCTV  5  "Cash  -  No  Questions  Asked"  (July  20,  2011 ). 

^  Pew  Charitable  Trust,  "Payday  Lending  in  America;  Who  Borrowers,  Where  They  Borrow  and 
Why,"  July  2012. 


3 


Honorable  Tom  Schweich 
December  18,2012 
Page  Four 

churn,  i.e.,  borrowers  who  take  out  a  new  payday  loan  within  two  weeks  of  the  previous 
one."^  Thus,  payday  loans  are  not  repeated  infosion  of  new  capital  in  the  economy,  but 
rather  mechanisms  by  which  to  repeatedly  flip  consumers,  stripping  finance  charges  over 
and  over  again. 

The  same  patterns  exist  for  car  title  loans.  Data  shows  the  typical  car  title 
borrower  is  refinanced  eight  times  on  a  single  loan.^  In  the  previous  example  of  Ms. 
Brewer,  above,  carrying  that  example  out  to  reflect  the  typical  borrower  experience,  she 
would  have  paid  $500.00  eight  times  over,  for  a  total  of  $4,000  in  finance  charges,  in 
addition  to  the  original  principal  of  $2,215,  for  a  total  payback  amount  of  over  $6,200.00. 

Again,  it  is  the  same  story  for  the  installment  loan  industry.  Industry  and  state 
regulator  data  from  other  states  show  that  more  than  75%  of  loan  volume  is  due  to 
refinancing  existing  borrowers.^  All  of  this  is  to  say  that  the  massive  drain  of  money 
from  Missourians  paid  in  excessive  finance  charges  to  these  primarily  out-of-state 
companies  harms  not  only  individual  consumers,  but  diverts  that  capital  form  otherwise 
being  spent  in  Missouri. 

Missouri  loses  an  estimated  $317  million  armually  due  to  excessive  payday  loan 
charges.^  This  total  of  money  drained  would  be  even  higher  once  car  title  and  installment 
loan  charges  are  included.  States  that  do  not  allow  400%  payday  loan  interest  rates 
collectively  save  their  citizens  nearly  $2  billion  a  year.* 

In  regard  to  the  harm  caused  by  these  products,  which  will  be  mitigated  by  the 
initiative  proposal,  there  are  longer  term  financial  consequences  in  addition  to  the 


*  Center  for  Responsible  Lending,  "Phantom  Demand,"  July  9,  2009. 

'  Affidavit  of  John  Robinson,  President  of  Titlemax  Holdings,  LLC,  U..S.  Bankruptcy  Court, 
Southern  District  of  Georgia,  Savannah  Division,  Case  No.  09-40805  (April  21,  2009). 

*  N.C.  Commissioner  of  Banks,  2010  Consumer  Finance  Annual  Report.  See  also,  SEC  filings 
of  World  Acceptance  Corp.,  a  South  Carolina-based  installment  lender,  reporting  that  over  75% 
of  its  lending  is  refinancing  existing  loans:  "For  fiscal  2010,  2009  and  2008,  the  percentages  of 
the  Company's  loan  originations  that  were  refinancings  of  existing  loans  were  76.4%,  75.0%  and 
73.3%,  respectively."  World  Acceptance  2010  10-K,  p.  6.  World  Acceptance  is  a  licensed  510 
lender  in  Missouri. 

'  Center  for  Responsible  Lending,  "Financial  Quicksand"  November  20, 2006. 

*  Center  for  Responsible  Lending,  "A  36%  APR  Cap  on  High-cost  Loans  Promotes  Financial 
Recovery,"  (January  2009).  See  http://www.responsiblelending.org/payday-lending/policy- 
legislation/congress/payday-and-the-economy.pdf 
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immediate  loss  of  fees  paid  on  these  loans.  For  example,  research  shows  that  payday 
loans  result  in  higher  bankruptcy  rates,  increased  delinquency  on  credit  card  bills  and 
involuntary  bank  account  closures.^  In  addition,  companies  that  make  these  high-cost 
loans  pursue  aggressive  debt  collection  tactic,  both  in  an  outside  of  the  courts.  Many 
times,  these  debt  collection  tactics  disturb  people  at  work,  thus  interfering  with 
productivity.  Debt  collectors  seeking  judgments  on  these  loans  clog  the  court  system. 
Once  the  proposal  mitigates  these  harms  of  these  abusive  products,  Missourians, 
employers  and  courts  will  no  longer  be  burdened  with  this  lasting  and  spillover 
consequences. 

Addressing  Fiscal  Impact  Claims  of  High-cost  Lenders 

Opponents  generally  fail  to  acknowledge  the  negative  of  tlieir  products  in 
their  analysis.  In  many  instances,  where  high-cost  lenders  try  to  justify  their  existence, 
they  look  at  only  one  side  of  the  equation.  They  fail  to  examine  the  cost  of  the  negative 
consequences,  such  as  those  described  above,  as  well  as  fail  to  account  for  the  facts  that 
millions  of  dollars  paid  in  excessive  charges  would  still  exist  and  otherwise  circulate  in 
the  economy. 

For  example,  last  year,  in  opponents'  estimations  of  the  loss  of  GDP  and  tax  base, 
they  assumed  the  money  spent  on  triple-digit  APR  payday  loans,  would  simply  vanish 
from  Missouri's  economy,  rather  than  being  spent  on  other  goods  and  services  that  would 
contribute  to  the  GDP  and  tax  base.  Furthermore,  opponents'  analysis  failed  to  account 
for  the  wealth  drained  from  the  state  in  the  form  of  fees  repeatedly  paid  to  these  lenders 
that  never  went  to  pay  down  the  loan  principal.  As  stated  earlier,  a  2006  analysis  by  the 
Center  for  Responsible  Lending  found  Missouri  loses  over  $317  million  annually  to 
predatory  payday  loans."' 

Even  this  $317  fee  drain  is  a  conservative  estimate,  in  that  is  does  not  take  into 
account  fees  lost  to  other  high-cost  lenders,  such  as  title  lenders  and  installment  lenders 
that  charge  triple-digit  rates  and  rely  on  long-term  repeat  financing.  Not  only  does  this 
money  leave  the  pockets  of  Missourians,  it  largely  leaves  the  state,  as  the  majority  of 


'  Paige  Skiva  (Vanderbilt)  and  Jeremy  Tobacman  (U.Penn.),  "Do  Payday  Loans  Cause 
Bankruptcy?"  November  9,  2009;  Brian  P.  Melzer  (Northwestern),  "The  Real  Cost  of  Credit 
Access:  Evidence  from  the  Payday  Lending  Market",  November  15,  2007;  Dennis  Campbell, 
Asis  Martinez-Jerez  and  Peter  Tufano  (Harvard),  "Bouncing  Out  of  the  Banking  System:  An 
Empirical  Analysis  of  Involuntary  Bank  Account  Closures",  June  6, 2008. 

See  footnote  7,  supra. 
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these  high-cost  lenders  are  national  chains  based  elsewhere,  such  as  Kansas,  Texas,  South 
Carolina  and  Ohio. 

Opponents  mislabel  the  loan  balance  as  new  capital  that  creates  economic 
benefits.  Opponents  often  assert  that  the  amount  of  money  provided  in  loans  creates 
indirect  benefits  that  would  not  otherwise  occur.  This  is  flawed  for  a  number  of  reasons: 
the  fact  that  the  bulk  of  that  loan  volume  is  due  to  repeated  refinancing;  the  fact  that  loan 
repayment  takes  the  money  back  out  of  circulation,  as  well  as  the  money  paid  for  interest; 
and  the  unwarranted  assumption  that  no  lending  activity  would  occur  at  rates  of  36%. 

First  and  foremost,  section  116.175  does  not  require  the  auditor  to  engage  in  this 
level  of  hypothetical  what-ifs  and  multiple  assumption  analysis  regarding  indirect  affect 
on  economic  conditions.  But  even  assuming  such  indirect  costs  are  properly  considered, 
they  are  not  reasonably  certain  to  predict.  First,  and  most  simply,  there  is  the  possibility 
that  the  Missourians  currently  trapped  in  a  high-cost  loan  could  have  received  credit  at  a 
lower  rate.  A  majority  of  payday  borrowers  have  access  to  credit  cards,  credit  unions  and 
other  lenders  other  lower  rate  lenders." 

Even  if  the  consumer  could  not  have  gotten  such  a  loan  elsewhere,  the  predicted 
loss  of  indirect  economic  benefit  further  unreasonably  assumes  the  consumer  would 
never  have  made  the  purchase  any  time  in  the  future,  nor  used  monies  that  the  consumer 
could  have  saved  from  interest  payments  for  the  purchase  of  other  items  that  would 
generate  economic  benefit. 

Take,  for  example,  a  consumer  who  buys  an  item  costing  $500.00.  At  the  present 
time,  if  the  consumer  does  not  have  $500,  she  could  take  out  a  $500  loan  from  one  of 
these  high-cost  lenders  and  would  need  to  repay  the  $500  in  the  future,  plus  the  finance 
charges  that  may  total  up  to  anywhere  between  100-400%  APR. 

If  such  a  loan  at  these  high  costs  is  not  available  and  the  consumer  has  no  other 
borrowing  options,  the  consumer  could  still  make  the  purchase  after  having  saved  up  the 
$500.  Furthermore,  if  the  consumer  waits  to  make  the  purchase  until  she  has  saved 
sufficient  money,  the  positive  indirect  benefit  to  the  state  would  still  occur. 

Opponents  overstate  predictions  of  store  closures  and  fob  loss.  Both  in  the 

public  and  in  communications  regarding  the  fiscal  impact  on  the  state,  opponents  make 
wild  claims  that  a  reduction  in  rates,  such  as  that  proposed  by  the  initiative,  will  result  in 
all  or  most  companies  who  make  these  loans  going  out  of  business,  resulting  in  massive 


George  EUiehausen  and  E.  C.  Lawrence  (Georgetown  University),  "Payday  Advance  Credit  in 
America:  An  Analysis  of  Consumer  Demand"  (2001)  (94%  of  payday  borrowers  have 
somewhere  else  to  go  to  borrow  money). 
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unemployment.  For  a  number  of  reasons,  these  claims  are  flawed  and  unreasonable  for 
the  auditor  to  predict  the  outcome  for  the  purposes  of  fiscal  impact.  Many  companies  that 
make  these  high-cost  loans  also  engage  in  other  lines  of  business  (check  cashing,  pawns, 
bill  payment  operations,  etc.)  which  remain  unaffected  by  the  proposal.  Also,  companies 
that  make  these  loans,  particularly  payday  lenders,  exhibit  extremely  high  rates  of  annual 
employee  turnover.   Opponents'  predictions  and  associated  fiscal  impacts  also  fail  to 
account  for  new  businesses  that  replace  storefronts  that  might  close  due  to  the  initiative. 
Combined,  these  factors  undermine  any  estimates  opponents  may  make  in  regards  to 
fiscal  impact  tied  to  store  closing  or  job  loss. 

Companies  that  currently  offer  high-cost  loans  also  offer  other  products  and 
services  unaffected  by  the  proposed  initiative.  For  example,  one  of  Missouri's  largest 
payday  lenders,  Ace  Cash  Express,  is  one  of  the  nation's  largest  check-cashing 
companies  and  operates  stores  in  states  that  do  not  allow  triple-digit  interest  consumer 
credit  loans. Another  company,  BnP  Loan,  also  deals  in  pawn  lending.'^  Finally,  many 
of  Missouri's  510  lenders  also  engage  in,  and  carry  licenses,  for  mortgage  brokering,  auto 
lending  and  other  financial  activities  in  Missouri.''*  For  these  reasons,  it  is  not  reasonable 
for  the  auditor  to  predict  which  companies  that  offer  loans  covered  by  the  petition  do  or 
do  not  offer  products  which  will  impact  whether  they  will  or  will  not  keep  storefi-onts 
open  if  they  are  no  longer  able  to  charge  triple-digit  APRs. 

In  regards  to  job  loss,  according  to  a  recent  report  by  the  University  of  Missouri 
Extension,  "The  largest  lenders  in  Missouri  experience  high  rates  of  employee  turnover.  QC 
Holdings  and  Advance  America  -  the  state's  two  largest  lenders  -  both  reported  over  75% 


According  to  the  University  of  Missouri  Extension  report  "Show-Me  Predatory  Lending: 
Where  Does  the  Money  Go?"  (January  2012),  Texas-based  Ace  Cash  Express  is  one  of  the  top 
ten  payday  lenders  in  Missouri.  As  of  2006,  it  was  the  largest  owner  of  check-cashing  outlets  in 
the  U.S.  See  RTO  Online,  "Nation's  Largest  Check-cashing  Franchise  Goes  Private",  (June  7, 
2006): 

http:/Avww.rtoonline.com/Content/Article/Jun06/AceCashExpressMergesWithJLL060706.asp. 
According  to  the  company's  website,  they  have  stores  in  states  such  as  Arkansas,  Maryland, 
Pennsylvania,  and  others  where  rates  on  consumer  credit  products  are  lower  than  what  the 
initiative  proposes.  See  www.acecashexpress.com. 

See  the  photo  on  page  6  of  "Show-Me  Predatory  Lending:  Where  Does  the  Money  Go?", 
cited  above. 

For  example,  according  to  the  Missouri  Division  of  Finance,  Springleaf  Financial  Services  is 
licensed  to  do  business  as  a  mortgage  broker,  a  510  lender  ("small  loan  company")  and  a  motor 
vehicle  time  sales  company. 
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turnover  rates  among  storefront  employees  in  2010.  Nearly  half  of  these  employees  left  the 
stores  within  the  first  6  months  of  employment." 

Furthermore,  research  also  indicates  that  the  presence  of  high-cost  lenders,  such 
as  payday  lenders,  actually  reduce  the  presence  of  other  good,  sustainable  jobs.  In  a 
report  by  the  Keystone  Research  Center  in  Pennsylvania  (a  state  that  does  not  allow 
400%  APR  payday,  car  title  or  installment  loans)  they  projected  that  allowing  payday 
loan  storefi-onts  into  their  state  would  lead  to  a  potential  loss  of  1,800  jobs: 

What  would  be  the  jobs  impact  from  the  extraction  of  fees  and  interest  by 
payday  lenders?  Since  payday  borrowers  are,  by  definition,  living 
paycheck  to  paycheck,  it  is  reasonable  to  assume  that,  if  they  do  not  pay 
payday  lenders,  they  would  spend  that  money  on  consumption.  To 
estimate  the  impact  of  this  spending  on  jobs,  we  can  use  job  multipliers  for 
government  programs  that  target  low-income  families  (such  as  food 
stamps).  Based  on  the  available  estimates,  a  decline  in  spending  of  $234 
million  would  lead  to  the  loss  of  1,843  jobs.  (These  are  not  poverty- wage 
jobs  but  typical  or  average — i.e.,  middle-class — jobs.  11)  This  job  loss  is 
an  extremely  conservative  estimate  because  it  ignores  the  economic  costs 
imposed  on  individuals  and  communities  by  the  increased  incidence  of 
bankruptcy. 

Opponents  overstate  impact  on  state  and  local  government.  Due  in  large  part 

to  the  fact  that  they  rely  on  flawed  underlying  assumptions  about  the  industry's  benefits 
and  impact  of  the  proposed  petition,  their  claims  about  impact  on  state  and  local 
government  are  also  flawed.  First,  as  explained  above,  closure  of  companies  that  make 
loans  covered  by  this  proposal  cannot  be  reasonably  predicted  by  the  auditor.  As  such, 
basing  impact  of  licensing  fee  revenue  on  such  a  prediction  would  be  flawed. 
Additionally,  in  the  litigation  last  year  regarding  the  fiscal  note  for  this  petition,  it  was 
noted  that,  to  the  extent  there  are  storefront  closings,  government  agencies  may 
experience  a  savings  due  to  a  related  decrease  in  compliance  and  regulatory  expenses. 

It  is  important  to  note  that  at  least  fifteen  local  jurisdictions  in  Missouri,  including 
Kansas  City  and  St.  Louis,  already  restrict  the  clustering  or  growth  of  high-cost  lenders 


See  page  9  of  the  "Show-Me  Predatory  Lending:  Where  Does  the  Money  Go?",  cited  above, 
citing  20 11  lOK  reports  of  Advance  America  and  QC  Holdings. 

"Bankrupt  by  Design:  Payday  Lenders  Target  Pennsylvania  Workijng  Families"  (May  8, 
2012). 
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within  their  borders.'^    Such  actions  reflect  the  negative  economic  impact  that  local 
governments  perceive  these  types  of  lending  activities  have  in  their  communities.  In  its 
2012-2013  Policy  Guide,  the  Missouri  Municipal  League  sought  legislative  authority  for 
cities  "to  ban  these  operations  entirely".'*  If  there  is  in  fact  a  reduction  of  storefronts, 
it  may  actually  be  seen  as  a  boost  to  local  governments'  broader  economic  development 
goals. 

Conclusion 

By  reducing  the  current  triple-digit  rates  to  36%,  as  proposed  in  this  initiative,  the 
money  otherwise  paid  in  exhorbitant  fees  will  stay  in  Missouri,  contributing  to  the 
economic  security  of  families  in  the  state.  Today,  seventeen  states  and  the  District  of 
Columbia  prohibit  400%  APR  payday  loans. Collectively,  these  states  save  their 
citizens  nearly  $2  billion  annually  and  have  a  robust  lending  market  in  which  lenders  of 
small  dollar  loans  operate  imder  those  states'  the  interest  rate  caps.^** 

We  can  look  at  the  experiences  of  other  states  and  even  the  military  as  an 
indication  of  the  positive  effects  of  reducing  the  rates  on  these  high-cost  loans.  In  2006, 
Congress  reduced  the  rates  on  payday  and  car  title  loans  to  members  of  the  military  from 
400%  APR  to  36%.  And  a  November,  20 11,  news  article,  the  Navy  Marine  Corp  Relief 
Society  noted  they  had  saved  millions  of  dollars  that  used  to  be  spent  bailing  soldiers  out 
of  abusive  loan  debt.^'  Additionally,  in  a  report  from  the  North  Carolina  Commission  on 
Banks,  following  the  sunset  of  400%  APR  loans  in  that  state,  researchers  concluded  that 
the  absence  of  these  high-cost  loans  had  no  significant  impact  on  the  availability  of  credit 


Kelly  Griffith  (Southwest  Center  for  Economic  Integrity),  Linda  Hilton  (Coalition  of 
Religious  Communities)  and  Lynn  Drysdale  (Jacksonville  Area  Legal  Aid),  "Controlling  the 
Growth  of  Payday  Lending  through  Local  Ordinances  and  Resolutions"  (September  2010)  See 
http://www.economicintegrity.org/pdf/PDL-LocaI_Ordinance_niaster_9_09.pdf. 

'*  Missouri  Municipal  League,  "2012-2013  Missouri  Municipal  Policy"  pp.  23-4.  See 
http://c.ymcdn.com/sites/www.mocities.com/resource/resmgr/2012-2013policystatementforp.pdf 

Arizona,  Arkansas,  Connecticut,  Georgia,  Maine,  Maryland,  Massachusetts,  Montana,  New 
Hampshire,  New  Jersey,  New  York,  North  Carolina,  Ohio,  Oregon,  Pennsylvania,  West  Virginia 
and  Vermont. 

^  Center  for  Responsible  Lending,  "A  36%  APR  Cap  on  High-cost  Loans  Promotes  Financial 
Recovery,"  (January  2009).  See  http://www.responsiblelending.org/payday-lending/policy- 
legislation/congress/payday-and-the-economy.pdf. 

^'  Russ  Bynum,  Army  Times,  "Soldier  Claims  He  was  a  Predatory  Lending  Victim"  (November 
22,  2011). 
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for  households  in  North  Carolina.^^  Moreover,  more  than  twice  as  many  former  payday 
borrowers  reported  that  the  absence  of  400%  payday  loans  had  a  positive  rather  than 
negative  effect  on  their  households.^^ 

In  closing,  I  would  reiterate  that  this  statement  is  being  provided  as  a  pro  bono 
volunteer  effort,  much  Uke  the  rest  of  the  efforts  seeking  reform  of  these  abusive  lending 
practices  in  Missouri.  Just  as  I  see  countless  Missourians  trapped  in  these  high-cost 
loans,  so  do  the  churches,  social  service  agencies,  senior  citizens  groups,  grassroots 
organizations  and  others,  who  are  calling  for  an  end  to  triple  digit  interest  rates. 

As  you  noted  this  past  April,  commenting  on  the  payday  lenders'  whipsaw 
litigation  tactics  in  the  fiscal  note  process,  "The  payday  loan  industry  spreads  money 
around  Jefferson  City  like  butter,  and  this  is  only  the  latest  attempt  to  protect  their  400 
percent  interest  rate  on  payday  loans."  Just  as  the  old  "brokerage  fee"  ruse  was  used  by 
payday  lenders  to  charge  their  exorbitant  rates,  they  now  employ  a  more  sophisticated 
ruse,  one  cooked  up  with  the  aid  of  high-paid  economists.  But  it  is  still  a  ruse. 

I  and  others  involved  in  this  campaign  believe  you  will  carry  out  your  statutory 

duties  in  the  fiscal  note  process  regardless  of  the  high-cost  loan  industry's  attempts  to 
blur  the  clear  and  straightforward  fiscal  analysis  called  for  by  the  law.  Thank  you  for 
your  consideration. 


"North  Carolina  Consumers  after  Payday  Lending:  Attitudes  and  Experiences  with  Credit 
Options."  (November  2007).  See  http://www.ccc.unc.edu/documents/NC_After_Payday.pdf. 


Sincerely, 


DKI/com 


23 


Id. 
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Erich  V.  Vieth  provided  the  following  information  as  a  proponent  of  this  initiative 
petition. 


The  Simon  Law  Firm,  P.C 

Attorneys  and  Counselors  at  Law 


December  18, 2012 

Thomas  A,  Schweich 

Missouri  State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65 1 0 1 
moaudi1;(S)iiuditor.mo.  gov 

Re:    1 4-0 1 8  -  Proposal  related  to  Chapters  367  and  408,  RSMo,  Version  2  (Consumer 
Credit  Loans) 

Dear  Auditor  Schweich: 

Before  presenting  my  comments  regarding  the  Proposed  Petition,  it's  important  for  you 
to  know  who  I  am.  For  much  of  my  career  I  have  represented  consumers.  This  includes 
four  years  (1986-1990)  while  I  worked  for  the  Missouri  Attorney  General's  Office  in  the 
St.  Louis  Trade  Offence  Division,  where  I  handled  a  wide  variety  of  consumer  fraud 
cases.  For  the  past  8  years,  I  have  represented  numerous  consumers,  including  those 
affected  by  predatory  lending  practices.  Here  at  the  Simon  Law  Firm,  John  Campbell 
2saA  I  have  settled  two  note-worthy  class  actions  against  payday  lenders  doing  business  in 
Missouri,  obtaining  dozens  of  millions  of  dollars  of  relief  for  Missouri  Consumers.  I 
often  speak  to  consumers  who  have  been  financially  damaged,  and  even  rained,  by  high 
cost  loans  offered  by  payday  lenders,  title  lenders  and  other  high  interest  installment 
loans.  By  'liigh  cost,"  I'm  referring  to  loans  charging  triple  digit  APR. 

Based  on  what  I  have  seen  and  heard  over  the  years,  I  am  a  strong  proponent  of  the  above 
Proposed  Petition,  which  is  identical  to  the  Petition  circulated  last  year.  This  proposed 
new  law  is  so  important  to  the  welfare  of  Missouri  citizens  that  I  volunteered  many  hours 
of  legal  work  on  the  appeal  of  last  years'  petition  before  the  Missouri  Supreme  Court.'  I 
am  not  receiving  any  compensation  from  any  person  or  entity  to  write  and  submit  this 
letter.  By  writing  this  letter  I  will  not  personally  benefit,  other  than  by  feeling  good  that  I 
did  the  right  thing. 


Mr.  Campbell  and  I  helped  to  write  briefs  and  memoranda  filed  on  behalf  of 
proposed  interveners  George  Dennis  ShuU  and  Jerry  Stockman.  We  then  travelled  to 
Jefferson  City  to  participate  in  the  oral  arguments.  Brown  v.  Camahan,  370  S.W.3d 
637,  647  (Mo.  2012).  This  case  was  decided  by  the  Missouri  Supreme  Court  on  July 
31, 2012. 
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I  am  writing  to  respond  to  information  provided  by  opponents  of  the  Proposed  Petition. 
In  particular,  I  am  responding  to  a  December  5, 2012  letter  provided  by  Mr.  Robert 
Zeitler.  In  his  letter,  Mr.  Zeitler  might  seem  to  be  merely  a  concemed  citizen.  He  is  not. 
Mr.  Zeitler  fails  to  tell  you  about  his  motivations  and  background.  It  is  important  for  you 
to  know  about  Mr.  Zeitler,  so  that  you  will  be  in  a  position  to  evaluate  his  claims. 

I  met  Mr.  Zeitler  back  in  2007  when  I  took  his  deposition  with  regard  to  litigation  I  had 
filed.  Back  then,  he  was  the  owner  of  chain  of  a  payday  loan  shops  called  Advance 

Loans  II.  At  present,  he  works  for  a  different  payday  lender. 

http://www.fastlendinghelp.comyieadership.php   Because  of  his  decision  to  work  in  the 
payday  industry,  his  opposition  to  the  initiative  is  financially  motivated  (see 
http://www.fastlendinghelp.eom/services.php#loans).  From  Mr.  Zeitler' s  public  bio  we 
leam  the  following: 

He  founded  and  served  as  a  board  member  on  the  Missouri  Pay  Day  Loan 
Association  in  2001  which  now  has  1200  member  organizations  nationwide.  He 
recently  joined  the  CFSA  (Community  Financial  Services  Association  of 
America)  as  a  Director  on  their  board,  a  leading  industry  organization  advancing 
innovative  business  practices  and  best-in-class  industry  standards.  In  this 
capacity  it  is  anticipated  that  Bob  will  assist  in  spearheading  efforts  to  help 
rewrite  various  statutory  laws. 

That  he  is  a  "proud  member"  of  the  CFSA  is  something  your  office  should  note  when 
considering  Mr.  Zeitler's  opinions.  CFSA  promotes  the  interests  of  payday  lenders. 
http://www.fastlendinghelp.coni/  At  his  own  site,  Mr.  Zeitler  describes  himself  as  a 
"visionary"  in  the  payday  loan  industry. 

Although  Mr.  Zeitler  has  criticized  the  proposed  new  law  because  it  would  purportedly 
be  contrary  to  the  interests  of  banks,  he  has  no  special  expertise  in  this  area;  he  does  not 
appear  to  have  any  e3q)erience  working  in  the  traditional  banking  industry. 
http://www.zoominfo.com/people/Zeitler  Bob  lQ274740S.aspx. 

In.  Mr.  Zeitler's  December  5, 2012  letter,  which  recently  came  to  my  attention,  he  claims 
that  overdraft  fees  will  be  impacted  by  the  Proposed  Petition.  His  letter  is  factually 
unsubstantiated,  however,  and  it  cannot  be  reasonably  relied  upon  by  your  Office  for  the 
following  reasons: 

•  His  letter  does  not  include  any  information  regarding  the  amount  of  bank  revenue 
from  overdraft  activity  in  Missouri; 

•  He  fails  to  establish  any  impact  the  Proposed  Petition  would  have  on  overdraft 

revenue; 

•  He  offers  no  fact-based  analysis  regarding  the  effect  of  overdraft  activity  on  state 
and  local  governments;  and 

•  Even  assixming  that  the  proposed  new  law  would  reduce  overdraft  revenue  (an 
assumption  I  deny),  Mr.  Zeitler  fails  to  account  for  the  fact  that  that  money  that 
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consumers  would  have  been  paying  for  overdraft  fees  would  (under  the  new 
proposed  law)  be  spent  in  other  ways,  many  of  which  would  generate  tax  income 
for  the  state  of  Missouri.  Mr.  Zeitler's  analysis,  which  is  not  substantiated  with 
facts,  does  not  rule  out  that  the  proposed  Petition  could  be  tax-neutral  or  even 
financially  beneficial  to  Missouri.  What  would  Missouri  citizens  be  spending  their 
money  on  if  they  weren't  paying  exorbitant  overdraft  fees?  Mr,  Zeitler's  analysis 
is  silent  on  this  point. 

In  short,  Mr,  Zeitler's  "analysis"  is  spun  out  of  thin  air.  Further,  his  interpretation  of 
overdraft  activity  is  inconsistent  with  the  May  13, 20 11  Interpretive  Letter  issued  by  the 
Missouri  Division  of  Finance. 

http://finance.mo.gov/Contribute%20Docmnents/InterpretiveLetter5- 13-11  .ndf  This 
letter  addresses  overdraft  fees  as  they  apply  to  state  chartered  banks. 

Ml".  Zeitler's  letter  fails  to  provide  any  information  on  which  the  Auditor  could 
reasonably  rely  in  estimating  the  financial  impact  of  the  Proposed  Petition  on  state  and 
local  government.  For  these  reasons,  the  alleged  economic  impact  described  by  Mr. 
Zeitler  should  not  be  relied  upon  by  yoiir  office  in  drafting  the  fiscal  note. 


Sincerely, 


Erich  Vieth 
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Marc  H,  Ellinger  on  behalf  of  Stand  Up  Missouri  provided  the  following  information 
as  an  opponent  of  this  initiative  petition. 


Executive  Summary 

This  initiative  petition,  2014-018,  relating  to  payday,  title,  installment,  and  consumer  credit  loans 
is  identical  to  Initiative  Petition  2012-066.  As  a  result,  proponents  of  the  measure  have  urged 
the  Secretary  of  State  "to  consider  use  of  the  same  ballot  title  [as  2012-066]"  in  their  letter  of 
November  21,  2012.  We  anticipate  that  proponents  will  likewise  suggest  to  the  Auditor  that  the 
fiscal  note  for  this  proposed  measure  should  be  the  same  as  the  fiscal  note  for  2012-066.'  In  light 
of  substantial  and  persuasive  evidence  that  was  discovered  after  the  drafting  of  the  fiscal  note  for 
2012-066,  we  urge  the  Auditor  to  reconsider  the  fiscal  impact  of  the  proposed  initiative  and  draft 
a  new  and  different  fiscal  note  for  initiative  petition  2014-018. 

Summary  of  Initiative  Petition  2014-018 

•    The  initiative  caps  annual  rates  of  interest,  fees,  and  finance  charges  for  payday,  title, 
installment  and  consumer  credit  loans  at  36%. 

Proposed  Statement  of  Fiscal  Impact  for  Initiative  Petition  2014-018 

State  governmental  entities  could  have  annual  lost  revenue  of  at  least  $31  million.  Local 
governmental  entities  could  have  significant  lost  revenue  of  at  least  $X  million'  [more  than  $5 
million  based  on  loss  of  510  lending]. 

Information  Submitted  Pursuant  to  Section  23.140.2  and  IS  CSR  40-5.010 


The  cost  of  the  proposed  amendment  to  the  state  for  the  next  two  fiscal  years  is  significant. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS  (in  millions) 

Fund  Affected 

FY  2015 

FY  2016 

General 
Revenue 

'  Proponents  might  even  go  so  far  as  to  suggest  the  fiscal  note  should  be  the  same  because  the  previous  fiscal  note 
was  upheld  by  the  court  in  Brown  v.  Carnahan.  303  S.W.3d  637  (Mo.  banc  2012).  This,  however,  would  be  a 
misreading  of  the  court's  decision.  The  court  only  found  that  the  previous  fiscal  note  and  fiscal  note  summary  were 
not  insufficient  or  unfair.  Id.  at  667.  The  court's  decision  was  based  on  its  opinion  that  "nothing  require[s]  the 
auditor  to  look  beyond  the  information  he  was  provided[.]"  Id  Much  of  the  information  herein,  including  the 
information  related  to  5 10  lenders  and  to  the  impact  on  local  funds  was  not  provided  to  the  Auditor  when  he 
assessed  Initiative  Petition  2012-066.  As  the  Auditor  will  have  before  him  a  different,  more  complete,  picture  of  the 
impact  of  the  Initiative  Petition,  we  would  urge  a  different,  more  complete  fiscal  note  and  fiscal  note  summary,  i.e., 
one  that  includes  additional  losses  to  the  state  based  on  the  impact  on  510  lenders  and  one  that  includes  the  losses  to 
local  government  funds  as  described  herein. 

^  This  number  will  need  to  be  calculated  based  on  the  2014  Haslag  Analysis  as  well  as  any  amounts  reported  to  the 
Auditor  by  the  local  jurisdictions  themselves.  The  analysis  herein  of  local  fiscal  impact  only  addresses  the  local 
fiscal  impact  of  the  loss  of  510  lenders. 
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Estimated  Fiscal  Impact  of  Loss  of  Payday  and  Title 

Lending 

$!  6.360' 

$6,330'' 

Estimated  Fiscal  Impact  of  Loss  of  510  Lending 

$14.7882- 

$6.1432* 

Total  Estimated  Net  Effect  on  All  State  Funds 

S31.1482 

$12.4732 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 


Fund  Affected 

FY  2015 

FY  2016 

Local  Funds 

Estimated  Fiscal  Impact  of  Loss  of  Payday  and  Title 

Lending 

u.uum 

'  See  the  Haslag  Analysis,  submitted  to  the  Auditor  on  December  4, 2012.  The  2014  Haslag  Analysis  is 
substantially  similar  to  the  2012  Haslag  Analysis.  This  submission  relies  on  the  Haslag  Analysis  as  the  Office  of  the 
Auditor  has  previously  found  that  the  2012  Haslag  Analysis  was  accurate,  reasonably  complete  and  relevant  to  the 
analysis  of  fiscal  impact.  Trial  Transcript  (attached  as  Appendix  C),  21:16-22:7.  Haslag's  fiscal  projections  are 
based  on  the  assumption  that  the  proposed  initiative  would  force  businesses  to  close,  an  assumption  that  the  Office 
of  the  Auditor  believes  is  correct.  App.  C,  30:7-12.  This  number  also  reflects  the  fiscal  impact  due  to 
unemployment  compensation.  The  Auditor  did  not  include  this  amount  in  the  Fiscal  Note  for  Initiative  Petition 
2012-066,  but  it  was  shown  at  trial  that  unemployment  compensation  is  included  in  the  State's  Comprehensive 
Annual  Financial  Report,  categorized  as  an  "Expense"  under  "Governmental  Activities."  App.  C,  50:22  -51:11. 
The  Office  of  the  Auditor  did  agree  that  Haslag's  estimate  of  $8.04  million  in  unemployment  insurance  benefits  was 
a  reasonable  assumption  and  correct  analysis.  App.  C,  45: 1 7-23. 

*ld 

'  See  Durkin  Report  (attached  as  Appendix  A),  Table  3.  This  number  has  been  adjusted  to  additionally  account  for 
loss  of  state  licensing  fees.  Durkin's  report  suggested  there  are  approximately  664  licensees  (see  App.  B,  n.3).  The 
lost  license  fee  revenue  equals  664  x  $300  =  $199,200.  This  revenue  would  be  lost  in  both  FY  2015  and  FY  2016. 
Durkin's  Report  is  included  here  because  Haslag's  2012  Analysis  did  not  include  any  fiscal  impact  on  "510 
lenders."  See  App.  C,  35:1-5.  In  addition,  this  number  should  be  considered  a  baseline  for  loss  of  revenue.  Total 
economic  impact  is  determined  by  measuring  direct  impact,  indirect  impact  and  induced  impact,  which  many  refer 
to  as  the  "multiplier  effect."  While  this  analysis  seeks  to  estimate  the  direct  and  some  of  the  indirect  impact,  it  in  no 
way  accounts  for  the  significant  losses  that  would  result  from  the  reverse  multiplier  effect  that  would  result  as  a 
closure  of  so  many  entities  in  Missouri. 

'Id 

'  The  Haslag  2014  Analysis  suggests  a  local  impact  loss  of  $122,000  (only  accounting  for  the  local  impact  on  the 
City  of  Kansas  City  and  Springfield).  Haslag  testified  at  trial  that  the  minimum  impact  on  local  governments  for  the 
loss  of  payday  and  title  lenders  is  $122,000.  App.  C,  147: 14-21.  Undoubtedly,  the  local  impact  will  be  greater 
than  this  amount,  as  there  are  numerous  other  jurisdictions  with  payday  and  title  lending  entities  that  will  be  forced 
to  close  as  a  result  of  the  proposed  measure.  This  number  should  reflect  the  amount  stated  in  the  2014  Haslag 
Analysis  plus  any  additional  amounts  reported  by  local  governments. 
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Estimated  Fiscal  Impact  of  Loss  of  510  Lending 


$5.1890' 


$4.4732' 


With  Initiative  Petition  2012-066,  the  Auditor's  Office  only  sought  input  from  a  limited  number 
of  local  jurisdictions  with  respect  to  the  potential  fiscal  impact  of  the  proposed  measure.  To  the 
extent  the  Auditor's  Office  intends  to  seek  input  from  the  same  entities  for  this  initiative  petition, 
we  respectfully  request  that  the  Auditor's  Office  seek  information  from  all  of  the  cities  and 
towns  listed  in  Appendix  D  and  the  counties  in  which  they  are  located.  There  are  510  lenders  in 
each  of  these  local  jurisdictions,  and  each  will  be  uniquely  and  significantly  impacted  by  the 
closures  of  businesses  in  their  communities.  Without  information  from  these  local  jurisdictions, 
the  fiscal  note  and  the  fiscal  note  summary  will  significantly  underestimate  the  impact  on  local 
funds. 

The  proposed  amendment  would  neither  establish  a  new  program  or  agency  nor  duplicate  an 
existing  program  or  agency. 

The  proposed  amendment  is  not  a  federal  mandate. 

No  new  program  or  agency  is  being  created;  therefore,  there  is  no  new  program  or  agency  that 
will  have  a  direct  fiscal  impact  on  any  political  subdivision  of  the  state. 

No  new  physical  facilities  will  be  required  by  the  proposed  amendment. 

The  proposed  amendment  will  have  a  significant  negative  economic  impact  on  small  businesses 
in  FY  2015  and  going  forward.  According  to  Haslag.  the  proposed  initiative  would  force  the 
1,066  payday  loan  stores  and  270  title  lending  stores  to  shut  down.  This  would  result  in  a 
corresponding  loss  of  2,665  and  615  jobs.  According  to  Durkin,  the  proposed  initiative  will 
result  in  the  demise  of  the  510  lender  industry  entirely.  This  translates  to  the  loss  of  nearly  664 
licensed  510  entities  and  the  loss  of  approximately  2,200  jobs.  See  App.  A,  p.  10.  Small 
businesses,  outside  the  consumer  credit  industry,  will  also  be  negatively  affected  due  to  the  lost 
retail  sales  as  a  result  of  loans  not  made  and  as  a  result  of  lost  sales  due  to  ''belt  tightening"  by 
former  employees. 

Conflicts  in  Submissions  for  14-007 

The  language  for  Initiative  Petition  14-007  is  identical  to  the  language  of  this  Initiative  Petition. 
In  the  fiscal  impact  submissions  for  14-007,  there  were  numerous  conflicts,  which  are  set  out  in 
detail  below.  All  references  to  "SAO  ####"  are  documents  obtained  from  the  State  Auditor 
through  an  Open  Records  Request  related  to  submissions  on  14-007  and  numbered  by  the  State 
Auditor's  Office. 


'  Neither  the  Haslag  2012  Analysis  nor  the  Durkin  Report  directly  addressed  the  fiscal  impact  on  local  funds.  See 
App.  A.  &  App  C,  152:18-25.  Using  methodology  identical  to  the  methodology  used  in  the  Durkin  Report,  one  can 
arrive  at  an  estimate  of  fiscal  impact  on  local  funds.  See  Appendix  B. 


'Id 
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City  of  Columbia 

The  City  of  Columbia  reported  the  following:  "The  City  of  Columbia  has  licensed  1 7  loan 
companies.  If  the  legislative  change  causes  them  to  stop  operating,  the  city  would  lose  about  $56 
in  licensing  fees."  (SAO00053).  The  minimum  business  licensing  fee  for  the  City  of  Columbia 
is  $15  per  year  plus  a  $20  application  fee.  The  yearly  fees  from  17  loan  companies  therefore 
should  be  at  least  $595(1 7  x  (15+20)).  Opponents  request  that  the  State  Auditor  contact  the  City 
of  Columbia  to  determine  the  source  of  the  $56  figure.  In  the  alternative,  given  the  facts, 
opponents  urge  the  Auditor  to  find  the  City  of  Columbia's  response  unreasonable. 

City  of  Kansas  City 

The  City  of  Kansas  City  has  reported  "no  fiscal  impact."  (SAO  000055).  However,  the  Haslag 
Submission  suggests  that  the  City  of  Kansas  City  has  previously  stated  the  impact  would  be 
nearly  $120,000.  (SAO  00086).  We  previously  suggested  Kansas  City  would  be  impacted  by 
lost  sales  tax  revenue  due  to  retail  sales  not  made,  lost  earnings  tax  revenue  due  to  lost  income  of 
former  employees,  lost  sales  tax  revenue  due  to  "belt  tightening"  by  former  employees,  and  lost 
local  license  fee  revenue  due  to  business  closures.  (SAO  00016-17).  The  Office  of  the  Auditor 
has  previously  suggested  that  these  types  of  losses  are  likely  and  would  be  appropriate  to  include 
in  the  fiscal  impact  of  the  measure.  (SAO  001 16).  Opponents  request  that  the  State  Auditor 
contact  the  City  of  Kansas  City  in  an  attempt  to  resolve  the  conflict  between  the  City  of  Kansas 
City's  Response  and  the  other  conflicting  information.  In  the  alternative,  given  the  facts, 
opponents  urge  the  Auditor  to  find  the  City  of  Kansas  City's  response  unreasonable. 

Otlier  Local  Jurisdictions 

In  addition,  the  City  of  Jefferson  (SAO  00054),  the  City  of  St.  Joseph  (SAO  00056),  and  the  City 
of  Wentzville  (SAO  000057)  all  indicated  no  fiscal  impact.  However,  our  previous  submission 
indicates  that  there  are  entities  in  each  of  these  local  jurisdictions  that  will  be  affected.  Not  only 
will  they  be  affected,  but  they  will  close,  a  fact  that  none  of  the  submissions,  nor  the  Office  of 
the  State  Auditor  has  ever  contested.  These  jurisdictions  would  be  impacted  by  lost  sales  tax 
revenue  due  to  retail  sales  not  made,  lost  earnings  tax  revenue  due  to  lost  income  of  former 
employees,  lost  sales  tax  revenue  due  to  "belt  tightening"  by  former  employees,  and  lost  local 
license  fee  revenue  due  to  business  closures.  (SAO  00016-17).  Opponents  request  that  the  State 
Auditor  contact  these  local  jurisdictions  in  an  attempt  to  resolve  the  conflict  between  the 
responses.  In  the  alternative,  given  the  facts,  opponents  urge  the  Auditor  to  find  the  responses  of 
the  City  of  Jefferson,  City  of  St.  Joseph  and  the  City  of  Wentzville  unreasonable. 

Department  of  Insurance  Financial  Institutions,  &  Professional  Registration 

The  Missouri  Department  of  Insurance,  Financial  Institutions,  &  Professional  Registration 
reported  the  following: 

The  department. .  .anticipates  it  will  have  no  cost  or  savings  to  the  department.  If  the 
adoption  of  the  measure  results  in  a  reduction  of  fee  revenue  from  consumer  credit 
entities,  the  department  anticipates  it  would  expend  a  correspondingly  smaller  amount  to 
regulate  these  entities. 
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(SAO  0001 30).  This  conflicts  with  an  initial  review  of  the  exact  same  initiative  petition 
language  by  the  Department  which  is  attached  to  the  Haslag  Submission  as  Exhibit  A  (SAO 
00089).  This  conflict  was  addressed  at  the  March  27,  2012,  trial  on  an  identical  initiative 
petition.  The  DIFP  response  purports  to  equate  the  loss  of  fee  revenue  to  the  savings  that  results 
from  fewer  employees  to  regulate  the  entities.  At  trial,  Haslag  testified  that  it  would  be 
impossible  for  the  loss  of  four  or  five  consumer  credit  examiners  to  offset  the  projected  $675,000 
loss  in  fee  revenue.  (App.  F.,  144:  2-7).  Even  assuming  the  positions  eliminated  earned  the 
highest  salaries  (and  benefits  equal  to  thirty  percent  of  their  salary),  and  assuming  five,  not  four, 
examiners  would  be  eliminated,  the  total  comes  to  only  $487,500.  (App.  F.,  142-143).  This 
would  still  result  in  negative  fiscal  impact  to  the  Department  in  the  amount  of  $187,500.  (App. 
F.,  143:19-23).  Opponents  request  that  the  State  Auditor  contact  DIFP  in  an  attempt  to  resolve 
the  conflict  between  its  original  analysis  (Exhibit  A  to  the  Haslag  Submission)  and  the  response 
it  provided  for  Initiative  Petition  14-018.  In  the  alternative,  given  the  facts,  opponents  urge  the 
Auditor  to  find  the  DIFP's  response  unreasonable. 

Division  of  Finance 

Durkin  suggested,  in  pages  8-9  of  his  report,  that  the  Division  of  Finance  must  have  made  a 
typographical  error  because  the  Division  of  Finance  reported  the  amount  of  loans  made  declined 
36  percent,  while  also  reporting  increases  in  total  industry  assets,  total  operating  income,  total 
expenses,  net  earnings,  and  number  of  loans  made.  (SAO000108-109).  The  Division  of  Finance 
denies  it  was  a  typographical  error  and  explains  the  anomaly  as  follows:  "During  the  time  period 
reviewed... there  were  many  changes  in  the  industry.  Several  large  licensees  dropped  their 
licenses  for  a  period  of  time  which  meant  they  did  not  have  to  report.  This  caused  the  numbers 
during  the  period  to  fluctuate  greatly."  (SAO000138).  This  explanation  only  casts  doubt  on  the 
accuracy  of  the  numbers  in  the  Division  of  Finance  report,  not  doubt  on  the  way  Durkin 
estimated  loans  made.  His  assumption  that  loans  remained  at  the  same  level  as  the  prior  year, 
given  the  other  data  suggesting  industry  growth,  remains  a  reasonable  estimation. 

Appendix  A  -  Durkin  2012  Report 

Appendix  B  -  Estimates  of  Annual  Local  Fiscal  Impacts  of  Loss  of  510  Lending 

Appendix  C  -  Excerpts  from  the  March  27,  2012  Trial  Transcript 

Appendix  D  -  Cities  and  Towns  Impacted 

Appendix  E  -  City  of  Columbia  Business  License  Fees 

Appendix  F  -  Additional  Excerpts  from  the  March  27,  2012  Trial  Transcript 
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Appendix  A 


Thomas  A.  Durkin  February  21,  2012 

My  name  is  Thomas  A.  Durkin.  I  am  retired  from  the  Division  of 
Research  and  Statistics  of  the  Federal  Reserve  Board,  where  I  most 
recently  was  Senior  Economist.  In  that  position  I  studied  the 
economics  of  consumers'  use  of  financial  services,   in  particular 
consumer  credit.   I  previously  held  the  position  of  Regulatory  Planning 
and  Review  Director  at  the  Federal  Reserve  Board.  In  that  position  I 
reviewed  regulatory  changes  for  consistency  with  Board  policies  and 
supervised  the  Board's  ongoing  program  of  regulatory  review  and 
improvement.  My  research  focus  during  that  time  remained  consumer 
financial  services,  especially  consumer  credit. 

I  have  an  A.B.  degree  from  Georgetown  University  and  a  Ph.D. 
degree  from  Colimbia  University.   I  have  studied  consumer  financial 
services  and  consumer  credit  in  the  academic,  private,  and  public 
sectors  for  more  than  forty  years;  almost  two  thirds  of  my  employment 
career  years  were  with  the  Federal  Reserve  Board. 

I  have  been  asked  by  legal  counsel  for  plaintiffs  Tiffany  Francis 
and  Troy  Hoover  to  examine  certain  factual  information  about 
installment  lending  in  the  state  of  Missouri  and  provide  opinions  on 
two  things:   1)  Whether  history  and  available  factual  information 
suggests  anything  about  likely  future  installment  lending  trends  in 
the  State  of  Missouri  if  the  allowable  ceiling  Annual  Percentage  Rate 
on  such  lending  in  the  state  is  established  at  no  more  than  36 
percent;  and  2)  Whether  these  likely  future  lending  trends  suggest  an 
impact  on  fiscal  matters,  in  particular  on  revenues  and  expenses  of 
the  State  of  Missouri. 

Neither  the  plaintiffs,  associates,   supporters,   legal  counsel, 
nor  anyone  else  discussed  with  me  in  advance  what  I  might  say  in 
response  to  this  two-part  request.  Likewise,  neither  the  plaintiffs, 
associates,   supporters,  legal  counsel,  nor  anyone  else  has  exercised 
any  editorial  control  over  the  contents  of  what  I  have  said. 

I  have  asked  for  a  fee  for  tasks  that  included  becoming  familiar 
with  the  legal  environment  surrounding  installment  lending  in  the 
State  of  Missouri,  acquiring  and  studying  statistical  information  on 
installment  lending  in  the  state,  reviewing  historical  and  economic 
professional  literature  about  installment  lending,  and  preparing  this 
document.  I  have  not  asked  for  and  will  not  accept  compensation  (other 
than  typical  and  normal  travel  expenses)   for  any  future  public 
discussion  that  I  might  engage  in  about  my  findings  and  conclusions  in 
this  paper,   such  as  through  testimony  or  otherwise   (unless  such 
discussions  become  inordinately  time  consuming  such  as  through 
participation  in  multiple  events  or  multiple  days) .  Rather,   it  is  my 
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preference  that  any  such  public  discussion  be  considered  a  post- 
retirement  contribution  to  the  public  interest. 

I  do  not  have  opinions  on  political  matters  or  undertakings  in 
the  State  of  Missouri.  Specifically,   I  do  not  have  an  opinion  on 
whether  the  State  of  Missouri  should  amend  its  statutes  or 
constitution  to  eliminate  installment  or  other  lending  in  the  state  at 
Annual  percentage  Rates  greater  than  36  percent.   I  limit  my  review  and 
discussion  of  the  lending  situation  in  the  state  to  the  matters 
discussed  in  this  paper. 

1.   Likely  Future  Installment  Lending  Trends 

A.  Background.   Interest  rate  ceilings  on  loans  of  money  or  goods 
are  possibly  the  oldest  continuously  running  controversy.  Found  in 
recorded  history  as  early  as  the  ancient  Babylonian  Code  of  Hammurabi 
(c.   1770  EC),  imposed  rate  ceilings  probably  extend  even  farther  into 
unrecorded  antiquity.  Historical  evidence  shows  that  through  much  of 
history  ceilings  have  been  evaded,  which  suggests,  at  a  minimum,  that 
ceilings  have  been  controversial   (for  extended  historical  discussion, 
see  Homer  and  Sylla  1996  and  Gelpi  and  Julien-Labruyere  2000,  included 
in  the  references  at  the  end  of  this  paper) . 

Today  in  the  twenty-first  century  United  States,  a  good  deal  of 
the  modern  controversy  over  interest  rate  ceilings  concerns  a  variety 
of  consumer  lending  products  and  processes  collectively  often  referred 
to  as  "high  cost."  Triple  digit  interest  rates  interest  rates  in  some 
areas  have  attracted  the  attention  of  various  individuals  and 
organizations  who  would  like  to  see  these  rates  much  lower. 

It  seems  worthwhile  to  note  first  in  this  discussion  the  truism 
that  a  triple  digit   (or  any  other)   disclosed  interest  rate  on  a  loan 
is  not  the  "cost"  of  the  loan.  The  cost  of  any  purchase  is  what  must 
be  given  up  for  it,   and  in  non  barter  transactions  in  the  United 
States,  even  for  loans  of  money,   this  is  a  number  of  dollars  and 
cents.  The  interest  rate  disclosed  as  the  Annual  Percentage  Rate 
required  by  Truth  in  Lending  merely  relates  this  cost  to  the  amount 
and  pattern  of  loan  repayment   (principal  and  interest) ,  expressed  in 
annual  terms.  The  cost  of  the  loan  is  still  the  number  of  dollars 
expended  on  it.  For  example,  a  loan  of  $500  for  one  year  at  an 
interest  rate  of  zero  percent,  obviously  would  cost  zero  dollars.  At 
36  percent  the  same  loan  repayable  in  equal  monthly  payments  would 
cost  $102.77  or  an  average  of  $8.56  a  month.  At  90  percent  interest 
rate,   the  same  loan  would  cost  $275.67,  or  an  average  of  $22.97  per 
month,   the  recent  monthly  cost  of  about  6  gallons  of  milk  or  gasoline. 

Examined  this  way,  the  kinds  of  loans  mentioned  above  as  "high 
cost"  exist  ultimately  under  at  least  a  partial  misnomer.  The  dollar 
costs  of  such  loans  are  not  actually  high,  but  they  appear  so  when 
related  to  loan  amount  and  maturity  and  annualized  in  the  way  that 
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Truth  in  Lending  requires.  The  dollar  costs  of  such  loans  actually  are 
much  lower  than  for  typical  larger  or  longer  alternatives.  To  use 
another  simple  example,  a  one  year  loan  of  $500  at  APR  of  36  percent 
costs  $102.77,  as  indicated  above.  In  contrast,  a  four  month  loan  of 
$500  at  APR  of  90  percent  costs  $97.14,  a  lesser  amount.  Nonetheless, 
the  mathematics  of  APR  calculation  makes  the  latter  loan  appear  almost 
three  times  as  costly.  One  more  example:  a  $2000  loan  for  two  years  at 
APR  18  percent  costs  $396.36,   four  times  as  much  as  the  90  percent 
four  month  loan   ($97.14),  despite  an  APR  only  one  fifth  as  high. 

Such  loans  could  well  be  referred  to  as  "small"  or  "short  term" 
(or  both)   instead  of  "high  cost"  with  similar  usefulness  of 
description.  As  useful  as  Truth  in  Lending  has  proven  to  be,  it 
summarizes  the  dimensions  of  loans  into  one  rate  number  and  a  summary 
of  this  kind  can  produce  anomalies  under  some  circumstances.  (For 
discussion  of  a  variety  of  anomalies  under  Truth  in  Lending,  see 
Durkin  and  Elliehausen  2011,  especially  Chapters  4-6.)  All  this  raises 
the  question  why  might  the  costs  of  small  loans  appear  so  high 
relative  to  loan  amount  and  maturity?  The  answer  to  this  arises  from 
the  economics  of  production  costs. 

For  small  loans,  the  dollar  production  cost  of  the  loan  looms 
large  not  in  total  but  rather  relative  to  the  dollars  of  the  loan. 
Much  of  the  production  cost  arises  form  the  necessity  of  maintaining 
lending  locations  entailing  rent  charges,  employing  personnel  who  must 
be  paid  salaries,  and  acquiring  office  supplies  and  equipment  with 
prices  and  amortizations.  There  also  is  the  cost  of  the  lending 
capital  itself  and  the  cost  of  risk,  which  can  also  be  substantial 
relative  to  loan  amount  for  small  loans.  Almost  by  definition,  a 
borrower  in  need  of  a  small  loan  is  going  to  be  a  risky  borrower. 

To  cover  the  average  cost  of  extending  a  small  size  loan,  a 
lender  will  need  to  charge  a  number  of  dollars  for  the  loan  that  is 
large  relative  to  the  amount  of  the  loan,  even  though  the  dollar 
amount  of  the  cost  is  not  in  itself  very  large.  Despite  the  loan  size, 
the  lender  still  needs  enough  revenue  to  justify  obtaining  and 
maintaining  the  lending  location,  hiring  and  paying  the  personnel, 
acquiring  the  supplies  and  equipment,  raising  the  capital,  and 
allocating  the  risk  cost.  Translating  these  necessities  for  small 
loans  into  an  Annual  Percentage  Rate  as  required  by  Truth  in  Lending 
makes  the  disclosed  rate  appear  very  high,  even  though  the  dollars 
involved  are  much  less  startling.  This  anomaly  occurs  simply  because 
the  production  cost  looms  large  relative  to  the  loan  dollars  involved 
and  the  short  term  of  the  loan  maturity  (or  both) . 

Difficulties  surrounding  the  relationship  of  production  cost  to 
loan  amount  and  maturity  on  small  loans  is  hardly  a  new  question.  At 
the  outset  here,   it  is  worth  recalling  that  the  National  Commission  on 
Consumer  Finance   (NCCF)  extensively  discussed  the  matter  in  its  Report 
to  the  Congress  in  the  1970s.  The  NCCF  was  a  federal  study  commission 
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established  by  Title  IV  of  the  federal  Consumer  Credit  Protection  Act 
of  1968,   the  same  law  that  established  Truth  in  Lending  as  Title  I. 
According  to  Section  404:  "The  Commission  shall  study  and  appraise  the 
functioning  and  structure  of  the  consumer  finance  industry,  as  well  as 
consumer  credit  transactions  generally.  The  Commission  in  its  report 
and  recommendations  to  the  Congress,  shall  include  treatment  of  the 
following  topics:   1)  The  adequacy  of  existing  arrangements  to  provide 
consumer  credit  at  reasonable  rates...."  The  Commission  consisted  of 
three  members  of  the  Senate,  three  members  of  the  House  of 
Representatives,  and  three  public  members  appointed  by  the  President. 
The  Commission  had  a  staff  or  economists  and  lawyers  and  retained  the 
services  of  a  number  of  outside  economists  and  lawyers  as  consultants. 
In  addition  to  its  extensive  Report,  the  Commission  also  issued  six 
volumes  of  supporting  technical  studies. 

In  Chapter  7  of  its  Report,  the  Commission  explored  the 
relationship  among  lending  production  costs,  rate  ceilings,  and  credit 
availability  for  consumer  finance  companies  making  installment  loans. 
As  part  of  its  investigations,  the  Commission  undertook  extensive  data 
gathering  and  empirical  work.  To  study  costs  of  consumer  finance 
companies,  the  Commission  engaged  the  late  Professor  George  J.  Benston 
of  the  University  of  Rochester,  the  leading  expert  in  the  country  at 
the  time  on  the  use  of  statistical  cost  studies  of  production 
processes  of  financial  institutions   (see  Benston  1975  and  Benston 
1977).  While  the  Commission  undertook  its  work  many  years  ago,  the 
underlying  principles  have  not  changed  and  the  Commission' s  work 
remains  illustrative.  As  a  first  look  at  the  Missouri  situation  in 
2012,  it  is  useful  to  examine  the  Commission's  findings. 

One  of  the  Commission's  interesting  findings  based  upon  its  cost 
studies  was  how  the  annual  percentage  rates  necessary  before  a 
consumer  finance  company  would  make  loans  of  small  sizes  would  have  to 
be  quite  high,  approaching  triple  digits  at  the  smaller  loan  sizes, 
due  to  the  necessity  of  covering  production  and  risk  costs  with  only 
small  amounts  of  loan  dollars.  Adjusting  the  Commission's  findings  for 
inflation  over  the  years  since  then,   the  Commission' s  cost  work 
suggests  the  necessity  of  APRs  of  at  least  43  percent  before 
installment  finance  companies  would  make  loans  of  $1500  today.  Smaller 
loans  would  require  even  higher  rates  because  of  the  necessity  of 
recouping  the  production  costs  from  even  smaller  loan  amounts. 

In  more  detail,  since  the  time  of  the  Commission's  Report,  there 
has  been  substantial  domestic  inflation.  The  smallest  loan  sizes  the 
Commission  explored  in  1972,   $100  and  $200,  in  2010  had  the  purchasing 
power  of  about  $522  and  $1044.  It  is  possible  similarly  to  adjust  the 
underlying  production  costs  the  Commission  explored  for  inflation  to 
look  at  the  relationship  between  costs  and  loan  interest  rate 
necessary  to  cover  costs  in  today's  dollars.  Adjusting  directly  for 
changes  in  the  consumer  price  index  over  this  period  is  not 
unreasonable  because  much  of  the  operations  of  consumer  finance 
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companies  making  such  loans  have  not  changed  very  much.  While  some 
cost-causing  features  of  lending  have  undoubtedly  changed  over  the 
decades,   for  example,  office  automation  has  reduced  record  keeping 
costs,  most  have  not.  Consumer  finance  company  lenders  still  must  pay 
personnel  costs,   rents,  equipment  costs,  utilities  and  postage,  and 
taxes.  Salaries  and  benefits  of  employees  per  price-adjusted  loan 
dollar  likely  have  not  decreased,  even  with  office  automation,  because 
the  more  sophisticated  nature  of  the  technologies  employees  now  use 
for  record  keeping  require  better  educated  and  trained  employees. 

Translating  the  Commission's  findings  directly  into  today's 
dollars,  the  Commission's  conclusion  was  that  the  Annual  Percentage 
Rate  on  today's  $522  loans  for  one  year  would  have  to  exceed  94 
percent  before  lenders  would  be  willing  to  make  such  loans  at  the  risk 
level  the  Commission  suggested  was  necessary  to  "allow  for  enlargement 
of  the  market  through  a  higher  degree  of  risk  acceptance"  (National 
Commission  on  Consumer  Finance  1972,  p.  144) .  Further,  rates  on 
today's  $1044  loans  would  need  to  exceed  56  percent  before  lenders 
would  consider  loans  of  this  size,  and  rates  would  have  to  exceed  36 
percent  for  any  loan  size  less  than  $2088   (see  discussion  and  table  in 
National  Commission  on  Consumer  Finance  1972,  p.   144)  . 

Even  then,  these  conclusions  about  necessary  rates  assiamed  that 
loans  would  be  made  for  a  one  year  period.  The  Commission  specifically 
noted  that  shorter  term  loans  would  need  even  higher  APRs  because  the 
loans  would  be  outstanding  even  less  time  but  the  operating  costs 
would  still  need  to  be  recovered.  According  to  the  Commission, 
"Recognizing  that  loans  of  [typical  small  sizes  found  then] ,  the 
required  APR  will  be  higher  than  in  Exhibit  7-16  [of  the  Commission's 
Report]  because  the  costs  of  putting  the  loan  on  the  books  and 
servicing  it  must  be  recaptured  over  the  shorter  time"  (National 
Commission  on  Consumer  Finance  1972,  p.  145).  The  Commission's  cost 
estimates  also  assumed  monthly  payments.  Operating  costs  would  be 
higher  for  loans  with  more  frequent  payments  because  they  would 
require  more  personnel  costs  for  servicing  the  more  frequent  payments, 
other  things  equal. 

The  historical  record  demonstrates  the  seriousness  of  the 
Commission's  concerns  over  credit  availability.  Well  known  to  the 
Commission,  beginning  in  1910  the  Russell  Sage  Foundation  had 
undertaken  a  philanthropic  program  to  fight  illegal  loan  sharks  then 
prevalent  in  many  places.  The  Foundation  proposed  for  passage  in  the 
various  states  model  legislation  known  as  the  Uniform  Small  Loan  Law 
and  advocated  its  acceptance.  This  model  act  provided  for  exceptions 
to  low  state  rate  ceiling  laws  to  permit  state-licensed  lending 
entities  to  provide  small  dollar  cash  loans  to  consumers  legally.  By 
the  1960s,  almost  all  states  had  passed  a  version  of  this  law.  Even 
so,  well  known  inadequacies  of  legal  rates  on  the  smallest  loan  sizes 
had  come  to  the  National  Commission's  attention  and  were  the 
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motivating  factor  in  its  study  of  this  area  and  recommendations  in 
1972.^ 

History  has  shown  that  rate  reductions  lead  to  lending  service 
reductions.   For  instance,  a  study  by  the  Russell  Sage  Foundation  in 
1935  detailed  the  effects  of  the  state  of  Missouri's  reduction  of  its 
maximum  monthly  rate  from  3^  to  2^  percent  in  1929   (see  Robinson  and 
Nugent  1935,  pp.  255-9) .  According  to  this  source,   companies  already 
making  larger  loans  at        per  month  were  not  affected,  but  companies 
making  smaller  loans  at  the  higher  rates  saw  three  kinds  of  effects: 
1)   Switch  by  some  companies  to  making  larger  loans  to  a  "careful 
selection"  of  borrowers  at  the  new  monthly  ceiling  rate;  2)   Sale  of 
offices  and  accounts  to  chain  companies  who  made  larger  loans  in 
larger  offices;  and  3)  Rapid  decline  in  the  business  of  those  making 
smaller  loans.  Robinson  and  Nugent  noted  that  the  Better  Business 
Bureaus  in  Kansas  City  and  St.  Louis  reported  "an  increase  in 
unlicensed  lending  following  the  rate  reduction"   (P. 257),   known  then 
and  now  as  loan  sharking.  The  number  of  licensed  lending  offices 
declined  49  percent  from  174  in  1928  to  89  in  1932.  This  was  a  period 
of  depressed  economic  conditions,  but  the  authors  noted  that 
"Comparison  of  the  course  of  the  amount  of  loans  outstanding  in 
Missouri  with  the  aggregate  course  for  other  states  which  did  not 
reduce  maximum  interest  rates  demonstrates  the  depressing  effect  of 
the  rate  reduction  in  Missouri  on  the  normal  growth  of  the  business" 
(P.  253) .  They  found  that  over  time  the  rate  of  profitability  in 
Missouri  gradually  again  approached  profitability  elsewhere.  But  this 
occurred,  of  course,  at  a  much  lower  level  of  lending  service  in  the 
smaller  loan  sizes. 

B.  Current  Experience.  With  this  as  background,  what  does  this 
mean  for  Missouri  lending  today?  Only  a  limited  amount  of  statistical 
information  is  available  about  Missouri  installment  loans,  but  I  have 
obtained  some  information  from  lenders  through  their  attorney  and  from 
the  state  through  a  Freedom  of  Information  request  by  lenders  and 
later  made  available  to  me. 

Company  reports  for  lenders  that  are  primarily  510  lenders 
indicate  that  they  charge  rates  of  90-106  percent  for  average  size 
loans  of  $465-$500.  After  inflation  adjustment  of  the  loan  size,  these 


^The  Uniform  Small  Loan  Law's  early  choice  of  3^  percent  rate  per  month  was  based 
on  the  Russell  Sage  Foundation's  studies  of  cost  and  experience  of  remedial  loan 
companies  and  other  small  loan  lenders  at  the  time  (see  Clark  1931,  pp.  46-7,  Robinson 
and  Nugent  1935,  pp.  115-7),  and  Carruthers,  Guinnane,  and  Lee  2009,  p. 13). 

Even  then,  the  Foundation  recognized  that  most  lending  costs  are  fixed,  so  that 
a  3H  percent  ceiling  made  a  $100  loan  less  profitable  than  a  $300  loan,  discouraging 
production  of  the  smaller  loans.  The  Foundation's  position  on  transparency  and 
simplicity  of  the  transaction  prevented  it  at  first  from  supporting  any  particular 
remedy  for  this  problem,  however,  such  as  allowing  the  lender  to  charge  a  higher 
percentage  finance  charge  for  smaller  loans  or  a  fixed  fee  per  loan  (see  Carruthers, 
Guinnane,  and  Lee  2009) .  Either  of  these  changes  would  complicate  the  transaction. 
Graduated  rate  ceilings,  which  allow  higher  rates  on  smaller  loans,  later  became  a 
common  feature  in  state  small  loan  laws. 
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are  almost  exactly  the  rates  the  National  Commission  suggested  in  1972 
would  be  necessary  for  consumer  finance  companies  to  be  willing  to 
make  risky  consumer  cash  loans  of  comparable  size  at  that  time. 

There  has  been  a  petition  circulating  in  Missouri  for  a  ballot 
initiative  that  would  lower  allowable  interest  rates  in  the  state  to 
be  no  more  than  36  percent.  The  numbers  suggest  that  passage  of  this 
proposal  would  lead  to  substantial  disruption  of  the  consumer 
installment  lending  market  for  small  cash  loans  in  the  state.   If,  as 
the  evidence  suggests,  small  loan  cash  lenders  currently  charge  rates 
over  90  percent  for  loans  in  the  $500  dollar  size  range,  a  36  percent 
rate  ceiling  would  lead  to  a  substantial  reduction  in  revenue  on  these 
loans.   If,  as  the  National  Commission  suggested,   free  market  lenders 
need  an  annual  rate  of  more  than  56  percent  to  be  willing  to  make  one 
year  $1000  loans,  a  36  percent  ceiling  would  dramatically  impact  this 
market  as  well.   In  fact,  based  upon  the  National  Commission's  cost 
work,   installment  lending  at  least  up  to  size  $2088  would  face 
disruption,  with  lenders  unwilling  to  make  loans  smaller  than  this 
threshold  because  they  would  be  unprofitable.  Although  in  some  places 
the  small  loan  industry  began  as  a  philanthropic  and  charitable 
undertaking,  this  has  not  been  the  case  for  many  decades.  As  long  ago 
as  1910,   the  Russell  Sage  Foundation  determined  that  charitable 
lenders  could  not  generate  sufficient  capital  to  satisfy  the  demand 
for  small  loans  where  lack  of  profitability  limited  the  flow  of 
capital   (see  Ham  1912) .  It  is  difficult  to  imagine  today  that  lowering 
acceptable  rates  on  $500  loans  to  35  percent  would  newly  encourage 
sufficient  capital  to  flow  through  new  charitable  lenders  to  satisfy 
the  evident  demand  for  small  loans. 

Available  statistical  information  is  not  as  complete  as  would  be 
preferable,  but  it  appears  clear  enough  that  a  rate  ceiling  of  36 
percent  will  eliminate  today's  510  lending  industry  in  Missouri. 
Assume,  as  available  evidence  suggests,  that  510  lenders  make  one  year 
loans  that  average  $500  in  size  and  charge  an  APR  of  90  percent.  A 
rate  ceiling  of  36  percent  would  then  produce  a  decline  in  industry 
revenue  of  60  percent   (i.e.    (90  percent  -  36  percent) /original  90 
percent  =  60  percent  decline) . 

Applying  the  60  percent  decline  to  statewide  510  lender  revenue 
of  $200  million  in  2009  and  $228  million  in  2010   (Table  1,  line  28) 
produces  revenue  declines  of  $120  million  and  $137  million  in  the  two 
years,   respectively.  Clearly  the  industry  could  not  survive  without 
dramatic  change.  These  projected  revenue  declines  exceed  the  amount  of 
total  industry  profit  recorded  in  the  two  years  hy  large  multiples 
(compare  to  Table  1,   line  51) .  No  industry  could  survive  such  a 
situation  without  the  likelihood  of  a  pending  dramatic  rapid  reversal 
of  prospects. 

Under  such  circumstances,  it  seems  probable  that  the  entire 
industry  known  as  "510  lenders"  would  disappear  within  a  short  period 
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of  time.  Not  all  lending  offices  would  close  immediately,   as  some 
lenders  would  retain  some  offices  while  they  liquidated  outstanding 
loans.  There  also  might  be  some  "loss  leader"  loans  to  identify  good 
credits  who  can  become  eligible  for  larger  loans,  and  some  lenders 
likely  would  switch  to  making  larger  loans  not  as  affected  by  the 
restrictive  rate  ceiling  on  the  smaller  sizes.    (These  companies  would 
have  to  compete  aggressively  to  enter  this  market  that  would  be  new 
for  them,  and  without  a  dramatic  increase  in  borrower  demand  for 
larger  loans,   it  is  not  at  all  certain  they  would  be  successful  in 
doing  so.)  There  also  might  be  some  lenders  who  might  try  to  find  a 
portion  of  less  risky  borrowers  who  would  be  willing  to  borrow  more 
than  they  actually  need  (through  larger  loans)   in  order  to  obtain 
credit  at  all.  Even  at  a  lower  APR,  these  loans  could  well  cost 
individual  consumers  more  than  the  small  loans  no  longer  available, 
even  much  more,  because  of  their  larger  sizes  and  longer  maturities. 
But  within  a  short  time  it  appears  that  the  legal  small  loan  industry 
would  largely  disappear,  as  it  has  in  many  other  states. 

Projected  losses  would  come  about  because  each  small  loan,  if 
made,  would  individually  produce  a  loss  on  average.  In  the  absence  of 
a  rate  ceiling,  the  industry  has  been  willing  to  make  many  small 
loans,  but  it  could  not  do  so  if  each  loan  produced  a  loss.  The 
question  arises  what  would  be  the  consumer  savings  under  the  new 
regime,   assuming  loans  would  continue  to  be  made,  say  by  the 
government.  A  $500  installment  loan  for  one  year  at  an  annual 
percentage  rate  of  36  percent  would,   if  made,  generate  12  equal 
payments  of  $50.23.  At  90  percent,  the  same  loan  would  generate  12 
payments  of  $64.64.   In  other  words,  for  a  hypothetical  or  phantom 
consumer  savings  of  $14.41  per  month  on  a  $500  loan  for  one  year,  510 
lenders  would  leave  the  market  and  consumers  would  no  longer  be  able 
to  obtain  such  loans  in  most  cases,  unless  the  government  decided  to 
enter  this  market,  using  tax  dollar  resources. 

2.   Impact  on  State  Fiscal  Matters 

Based  upon  compilations  supplied  by  the  Division  of  Finance, 
lenders  referred  to  as  510  lenders  are  estimated  to  have  made  about 
$850  million  of  loans  in  Missouri  in  both  2009  and  2010.^  It  is  not 


^This  estimate  is  made  as  follows:  The  Division  of  Finance  supplied  the  totals 
reported  here  in  Table  1.  For  loans  made,  however,  it  appears  that  the  Division  should 
have  supplied  its  compilation  for  line  68b  of  its  data  collection  form  rather  than 
line  70b  which  also  includes  loans  outstanding  at  the  beginning  of  the  year  and  loans 
purchased.  To  provide  an  estimate  of  line  68b,   I  examined  the  complete  data  forms 
supplied  to  me  by  some  lenders  operating  in  the  state.   I  found  that,  excluding  loan 
purchases  and  sales  of  loans  that  likely  net  to  close  to  zero  statewide,   line  68b  as  a 
proportion  of  line  70b  was  in  the  range  of  74  to  80  percent  with  an  average  of  75.3 
percent.  Aggregate  line  70b  multiplied  by  75  percent  produced  an  estimate  of  loans 
made  (line  68b)  of  $858  million  for  2009. 

In  2010  it  appears  that  the  Division's  line  70  must  be  a  typographical  error. 
In  that  year,  total  industry  assets  were  about  the  same  as  in  2009  (line  1),  total 
operating  income  rose  considerably  (line  28),  total  expenses  rose  somewhat  (line  50), 


possible  to  determine  with  any  certainty  what  the  impact  of 
disappearance  of  such  loans  would  be  upon  retail  sales  in  the  state, 
but  it  would  have  to  be  substantial,  considering  how  consumers  employ 
consumer  credit.  Consumers  do  not  borrow  to  hoard  or  waste  the 
resources,  but  rather  to  make  purchases  and  to  support  financially  the 
making  of  purchases.  Evidence  from  surveys  of  consumers  undertaken 
over  the  decades  by  the  Federal  Reserve  Board  shows  that  most  consumer 
credit  is  used  to  purchase  retail  goods  and  services,  including 
educations   (see  Table  2) . 

Without  comparable  Missouri  surveys,   the  amount  of  Section  510 
loans  used  on  retail  purchases  in  the  state  cannot  be  known  with 
certainty.  But  if  retail  sales  of  goods  and  services  accounted  for 
only  15  percent  of  the  amount  of  the  estimate  of  $858  million  of  loans 
made  in  2009  and  2010  loans  made   (certainly  a  low  proportion  spent  on 
retail  goods  given  the  evidence  in  Table  2) ,  the  impact  on  retail 
sales  would  exceed  $128  million  in  both  years,  most  of  it  likely  spent 
at  Missouri  retail  outlets.  Besides  consumers  themselves  being 
directly  affected  by  the  decline  in  access  to  consumer  credit,  these 
retail  outlets  would  also  feel  a  direct  impact  through  lost  sales. 
There  would  also  be  an  impact  on  state  revenues. 

Sales  tax  rates  in  Missouri  vary  by  county  and  city,  but  the 
state  rate  is  4.225  percent.    (In  most  jurisdictions  an  added  local 
component  brings  this  total  to  more  than  6  percent  and  to  more  than  8 
percent  in  some  major  sales  locales.)   Focusing  only  on  the  state 
component,  a  loss  of  retail  sales  conservatively  estimated  at  over 
$128  million  annually  would  mean  a  loss  of  state  sales  tax  revenue  of 
$5.44  million  in  each  year   (Table  3,   line  1). 

There  would  also  be  lost  salary  income  in  the  state  as  lending 
office  personnel  at  510  lenders  receive  dismissal  notices.  Again,  it 
is  only  possible  to  estimate  this  impact  crudely,  but  the  loss  would 
be  substantial.  For  instance,  available  evidence  from  510  lenders 
suggests  that  employee  salaries  exceed  20  percent  of  Total  Operating 
Income,   excluding  salaries  of  officers,  owners,  and  partners.  Applying 
this  percentage  to  Total  Operating  Income  of  the  industry  as  a  whole 
of  more  than  $200  million  annually  (Table  1)   suggests  salary  losses 
statewide  exceeding  $40  million  at  an  annual  rate,  exclusive  of 
officers,  owners,  and  partners. 

The  loss  of  these  salaries  statewide  impacts  state  revenues  in 
three  ways:   1)   loss  of  state  income  taxes  on  these  salaries;  2)  loss 
of  state  sales  taxes  foregone  to  the  extent  that  loss  of  this  income 
causes  family  "belt  tightening"  by  not  undertaking  retail  purchases; 


net  earnings  rose  sharply  (line  51),  state  income  taxes  were  off  only  a  little  (line 
49a),  and  the  number  of  loans  made  rose  substantially  (line  70a).  Thus,  it  seems 
unreasonable  that  the  amount  of  loans  made  declined  36  percent   (line  70b) .  Lacking  any 
better  way  to  estimate  loans  made  in  2010,   I  assumed  they  remained  at  the  same  level 
as  in  2009  ($858  million),   likely  an  underestimate. 

9 


and  3)   increase  in  state  unemployment  compensation  expenditures. 
Again,   exact  estimates  of  impacts  of  such  salary  losses  are  not 
possible  but  crude  estimates  of  orders  of  magnitude  of  impact 
certainly  are  feasible. 

Assume  that  salary  impact  immediately  after  the  demise  of  510 
lending  is  $40  million  at  an  annual  rate   (20  percent  of  $200  million 
of  Total  Operating  Income;  the  percentage  likely  is  higher  and  Total 
Operating  Income  from  the  state  figures  definitely  is  higher,  see 
Table  1,   line  28) .  Assume  also  that  those  laid  off  in  the  industry  are 
able  to  replace  half  of  the  lost  income  in  the  first  year  through 
obtaining  new  employment  somewhere.  This  reduces  the  overall  salary 
loss  rate  to  $20  million.  At  the  6  percent  marginal  tax  rate  in 
Missouri  on  marginal  personal  income  over  $9000,  this  still  means  a 
loss  of  state  income  tax  revenue  of  $1.2  million  in  the  first  year 
(Table  3,   line  2) . 

If  all  or  most  of  this  $20  million  of  personal  income  foregone 
otherwise  would  have  been  expended  on  retail  purchases,   state  loss  of 
sales  taxes  would  be  approximately  an  additional  $0,845  million  in  the 
first  year  at  the  4.225  percent  state  sales  tax  rate   (Table  3,  line 
3)  . 

There  also  would  be  a  state  fiscal  impact  from  any  payment  of 
unemployment  compensation.  Again  it  is  difficult  to  estimate  the 
amount  of  this  impact,  but  it  could  be  substantial.  Professor  Joseph 
Haslag  of  the  University  of  Missouri  estimates  that  state  unemployment 
claims  for  displaced  workers  in  the  payday  and  title  lending 
businesses  following  implementation  of  a  36  percent  lending  rate 
ceiling  would  be  $317.60  per  displaced  worker  for  9.5  weeks  (see 
Missouri  State  Auditor  2011,    [unnumbered]  page  11) .  Applying  the  same 
dollar  amounts  and  number  of  weeks  to  2200  displacements  in  the  510 
lending  industry  produces  state  unemployment  compensation  fiscal 
impact  of  $6.6  million  (Table  3,   line  4).^ 

Further,  there  would  be  state  loss  of  business  income  taxes 
formerly  paid  by  510  lenders  now  out  of  business.  Figures  provided  by 
the  Division  of  Finance  show  this  amount  to  have  been  near  $0.5 
million  in  both  2009  and  2010   (Table  1,   line  49a) .  Averaging  the  two 
years,   loss  of  state  revenue  annually  from  this  source  would  be  $0,504 
million  (Table  3,  line  5)  . 

Taking  these  fiscal  impacts  together,  expected  impact  of  a  36 
percent  rate  ceiling  on  small  installment  loans  likely  will  be  at 
least  $14  million  in  the  first  year  and  about  $6  million  in  the  second 
year.  This  amount  consists  of  at  least  $5.44  million  in  lost  sales  tax 
revenue,  at  least  $1.2  million  in  lost  personal  income  tax  revenue,  at 


^Employment  of  2200  is  an  estimate  obtained  through  conversations  with  lenders. 
Compared  to  the  664  licenses  in  the  state  in  2010,  this  is  3.3  employees  per  office,  a 
reasonable  estimate. 
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least  $0,845  million  for  sales  taxes  not  received  due  to  lower  retail 
purchases  by  employees  who  lost  their  jobs,  at  least  $6.6  million  for 
unemployment  compensation,  and  0.5  million  due  to  loss  of  business 
income  tax  revenues.  These  estimates  of  various  state  fiscal  impacts 
do  not  include  any  multiplier  effects  whereby  lost  retail  sales  lead 
to  reductions  in  manufacturing,  retail  and  manufacturing  employment, 
etc.  that  would  cause  further  losses  of  state  revenues,  although  these 
effects  surely  would  be  present. 

State  fiscal  impacts  from  decline  of  the  510  lending  industry 
would,   in  turn,  have  to  be  added  to  the  corresponding  impacts  of  the 
proposed  36  percent  ceiling  also  on  the  pawn,  payday  lending,  and 
title  loan  industries.   Impacts  on  state  fiscal  matters  likely  are 
substantial  in  each  of  these  areas  as  well.   Professor  Joseph  Haslag  of 
the  University  of  Missouri  has  estimated  state  fiscal  impact  arising 
from  impact  of  the  proposed  36  percent  rate  ceiling  on  the  payday  and 
title  loan  industries.   I  do  not  know  Professor  Haslag  and  have  not 
spoken  with  him,  but  he  is  a  local  researcher  who  is  well  published  in 
respected  academic  journals.  There  is  no  reason  to  doubt  the 
reasonableness  of  his  estimates.  He  has  concluded  that  state  fiscal 
impact  arising  from  effect  of  the  proposed  rate  ceiling  on  the  payday 
and  title  loan  industries  at  $13.65  million  in  the  first  year  and  $3.6 
million  in  the  second  year   (see  Missouri  State  Auditor's  Office  2011, 
Appendix  B  Table,    [unnumbered]  p.  13) .  Adding  these  amounts  to  the 
estimate  on  510  lenders  provides  a  total  of  $28.23  million  in  the 
first  year  and  additional  amounts  in  later  years,  plus  multiplier 
effects  that  are  difficult  to  estimate.  To  this  total,  an  estimate  for 
state  fiscal  impact  due  to  changes  in  the  pawn  industry  should  also  be 
added. 
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Table  1.   Information  on  Missouri  "510"  Lenders  Provided 
by  Missouri  Division  of  Finance 


2009  2010 

Category  Aggregate  Total  Aggregate  Total 

Line  12        Total  Assets  910,795,641.03  906,046,010.40 

Line  28        Total  Operating  Income  200,211,136.87  228,141,197.56 

Line  50        Total  Expenses  18  6,468,326.68  191,647,036.43 

Line  51        Net  Earnings  5,093,973.74  36,422,501.09 

Line  49(a)   State  Income  Taxes  540,299.77  468,354.00 

Line  70a      Loan  Totals  -  Number  770,384  861,718 

Line  70b      Loan  Totals  -  Dollar  Amount  1,145,072,221.34  737,212,678.35 
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Table  2.  Consvuner  Installment  Credit  by  Purpose  of  Credit  Use,  1951-2007 


Type  of  Credit  1951"    1956''    1963''    1970"    1977      1983      1989      1995      2001      2004  2007 


Proportions  of  households  using 
consumer  installment  credit  (percent) 


Closed  end  Installment  Credit 


Automobiles 

26 

26 

29 

34 

28 

33 

31 

34 

35 

34 

Nonauto  durables 

30 

22 

14 

10 

9 

7 

5 

3 

5 

Home  improvement 

i 

c 

p 

6 

6 

5 

3 

2 

1 

1 

1 

Education 

2 

2 

5 

12 

11 

13 

Mobile  homes 

2 

2 

2 

2 

2 

2 

2 

Other 

7 

7 

25 

37 

12 

7 

7 

6 

4 

4 

5 

Any  Closed  end  Installment 

32 

45 

50 

49 

49 

41 

44 

45 

44 

46 

46 

Revolving  Credit  Account 

with  Balance 

22 

34 

37 

40 

47 

44 

46 

46 

Closed  end  or  Revolving 

Installment  Credit 

32 

45 

50 

54 

59 

58 

59 

64 

62 

64 

c  c 
DO 

Shares 

of  outstanding  balances  on 

consumer 

installment  credit 

,  by  purpose 

(percent  of 

total) 

Closed  end  Installment  Credit 

Automobiles 

67 

60 

57 

53 

60 

47 

55 

43 

45 

41 

35 

Nonauto  durables 

23 

13 

5 

6 

7 

4 

3 

3 

5 

Home  improvement 

8 

8 

7 

6 

8 

3 

3 

1 

1 

1 

Education 

1 

3 

5 

16 

19 

21 

25 

Mobile  homes 

8 

9 

5 

6 

7 

6 

5 

Other 

25 

9 

23 

42 

9 

5 

5 

3 

2 

6 

3 

Revolving  Credit  Account 

with  Balance 

6 

11 

23 

20 

26 

23 

22 

27 

Closed  end  or  Revolving 

Installment  Credit 

100  100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

Source:  Data  from  the  Surveys  of  Consumer  Finances.  Note:  2010  survey  results  will  become  available 
in  mid  2012. 

*In  1951:  category  "automobiles"  also  includes  nonauto  durable  goods;  category  "other"  also  includes 
education  and  mobile  homes. 

''in  1956  and  1963,  category  "other"  also  includes  education  and  mobile  homes. 


■^In  1970,  category  "other"  also  includes  nonauto  durable  goods,  home  improvements,  education,  and 
mobile  homes . 
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Table  3.  Estimates  of  Annual  State  Fiscal  Impacts 
of  Loss  of  510  Lending 

(Millions  of  Dollars) 


First  Year  Second 


Year 


1.  Estimated  state  sales  tax  lost 

due  to  retail  sales  not  made  on  loans 

not  made^  5.44  5.4  4 

2.  Estimated  state  personal  income  taxes  lost 

due  to  lost  income  of  former  employees^  1.2 

3.  Estimated  state  sales  tax  lost 

due  to  "belt  tightening"  by  former 

employees''  .845 

4.  Estimated  state  unemployment  compensation*  6.6 

5.  Estimated  state  business  income  tax  lost^  .504  .504 

Total  14.589  5.944 


Memo  item:   Professor  Joseph  Haslag 
of  the  University  of  Missouri  has  estimated 
additional  fiscal  impacts  due  to  loss 

of  other  kinds  of  lending  in  the  state^  13.65  3.6 


Notes  to  table: 

1.  Estimated  as  lost  retail  sales  of  15  percent  of  loans  not  made  of  $858 
annually  times  state  sales  tax  percent  of  4.225  percent  (see  text). 

2.  Estimated  as  half  of  salary  loss  rate  of  20  percent  of  total  operating 
expense  of  $200  million  (Table  1,  line  28)  times  state  marginal  income  tax  rate  of  6 
percent   (see  text) . 

3.  Estimated  as  retail  purchases  foregone  due  to  income  loss  by  former 
employees  times  the  state  retail  sales  tax  rate  (see  text) . 

4.  Estimated  using  number  of  employees  in  510  lending  industry  and  estimated 
rates  of  unemployment  compensation  derived  by  Prof.  Joseph  Halslag  and  provided  to  the 
state  for  other  Jcinds  of  lenders   (see  text)  . 

5.  Estimated  as  the  average  of  lender  state  income  taxes  in  2009  and  2010 
provided  to  the  Division  of  Finance   (Table  1,  line  49a,  see  text) . 

6.  "Payday"  lending  and  automobile  title  lending.  See  Missouri  State  Auditor's 
Office  2011  [unnumbered]  p.  13  and  text  herein. 
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Appendix  B 

Estimates  of  Annual  Local  Fiscal  Impacts  of  Loss  of  510  Lending 

First,  there  would  be  state  sales  tax  lost  due  to  retail  sales  not  made  on  loans  not  made. 
Continuing  with  Durkin's  estimate  of  a  loss  of  over  SI  28  million  annually  (App.  A.,  p.  9),  and  an 
average  local  tax  rate  of  3.45%,'  the  loss  of  local  sales  tax  revenue  would  be  $4.44  million  in 
each  year.^ 

In  addition,  the  lost  salary  impact  would  affect  certain  local  entities'  revenues  generated  by  the 
collection  of  local  income  taxes  (or  "earnings  taxes").  Using  Durkin's  estimate  of  the  statewide 
salary  loss  of  $20  million  (App.  A,  pp.  9-10),  one  can  estimate  that  $2,559  million  of  this  salary 
loss  is  either  in  Kansas  City  or  St.  Louis.''  St.  Louis  and  Kansas  City  collect  a  1%  earnings  tax  on 
salaries,  which  equates  to  approximately  $25,996  in  lost  earnings  tax  revenue."* 

Local  funds  would  also  be  affected  by  the  lost  local  sales  tax  as  a  result  of  "belt  tightening"  by 
former  employees.  The  Durkin  Report  estimates  that  statewide,  approximately  $20  million 
would  have  been  expended  on  retail  purchases  (App.  A,  p.  10).  At  an  average  local  tax  rate  of 
3.45%,  the  loss  of  local  sales  tax  revenue  due  to  "belt  tightening"  would  be  $690,000. 

Finally,  local  jurisdictions  also  receive  licensing  fee  income  from  each  of  the  entities.  According 
to  the  Haslag  2014  Analysis,  the  City  of  Springfield  would  lose  $4,150  a  year,  i.e.,  $50  for  each 
of  the  83  payday  loan  stores.  Assuming,  conservatively,  that  business  license  fees  are,  on 
average,  $50  per  year,  local  ftinds  would  be  impacted  in  the  amount  of  $50  x  664  businesses  = 
$33,200.^  This  information  is  summarized  in  the  chart  on  the  following  page. 


'  See  the  Tax  Foundation,  Table  1:  State  and  Local  General  Sales  Tax  Rates  as  of  July  1,  201 1,  available  at 
http://taxfoundation.org/article/ranking-state-and-local-sales-taxes-l. 

^  The  Office  of  the  Auditor  has  previously  agreed  that  the  loss  of  local  government  sales  tax  revenue  was  likely  and 
that  loss  was  not  included  in  the  Fiscal  Note  for  Initiative  Petition  2012-066.  App.  C,  69:2-10.  This  was  also 
confirmed  by  Haslag  at  trial.  App.  C,  153:1-11. 

'  In  20 1 1 ,  the  population  of  St.  Louis  and  Kansas  City  as  a  percentage  of  total  state  population  is  1 2.998%  according 
to  the  U.S.  Census  Bureau.  See  United  States  Census  Bureau,  http://quickfacts.census.gOv/qfd/state.s/290Q0.html. 
However,  this  estimate  is  likely  to  underestimate  the  actual  fiscal  impact,  because  the  earnings  tax  is  collected  from 
all  city  residents  and  all  non-city  residents  who  work  within  the  city  limits.  The  population  subject  to  an  earnings  tax 
would  be  in  excess  of  this  12.998%  population  figure.  An  alternative  calculation  would  be  to  use  the  percentage  of 
entities  located  in  Kansas  City  and  St.  Louis  as  a  fraction  of  total  entities  statewide.  The  estimate  for  that  percentage 
is  13.279%,  or  $26,558  in  lost  earnings  tax  revenue.  The  more  conservative  percentage  was  chosen  for  this  analysis. 

*  The  Office  of  the  Auditor  has  previously  agreed  that  the  Fiscal  Note  for  Initiative  Petition  2012-066  contained  no 
fiscal  impact  of  the  loss  of  earnings  tax  revenue.  App.  C,  53:20-54:5. 

^  The  Office  of  the  Auditor  previously  agreed  that  lost  state  license  fee  revenue  was  appropriate  to  include  in  the 
fiscal  impact  of  the  measure.  App.  C,  38:12-14.  The  Office  of  the  Auditor  also  suggested  that  there  could  be  lost 
business  license  revenue  for  local  jurisdictions  due  to  business  closures.  App.  C,  52:6-9. 
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2 

paraphrase  to  what  they  told  you.  Right? 

2 

essentially  a  verbatim  recitation  of  what  they  say? 

3 

A.  Correct. 

3 

M.  correct. 

4 

l^.    And  Including  —  there  s  nothing  In  the  law  that 

4 

Q.    And  you  believe  that  to  be  a  reasonable 

5 

you're  aware  of  that  would  require  you  to  include  their 

5 

response.  Right? 

6 

responses  verbatim  in  the  fiscal  note? 

6 

A.    I  didn't  see  it  as  unreasonable. 

7 

A.    There's  nothing  that  tells  us  how  to  prepare  the 

7 

Q.    Well,  so  it  was  not  unreasonable.  Is  It 

8 

fiscal  note. 

a 

reasonable? 

9 

Q.    So  If  s  just  the  State  Auditor's  policy  to 

9 

A.  Conceivably. 

10 

Include  those  statements  verbatim  in  there? 

10 

l^.    Okay.  And  tnen  going  on  a  iitae  bit,  the 

11 

A.  Correct. 

1 1 

Office  of  Administration  —  and  what  Is  the  Office  of 

12 

Q.    And  you  don't  know  why  that  Is,  do  you? 

12 

Administration? 

IJ 

A.    I  didn't  start  the  process  so,  no,  I  don't  know 

13 

A.    I'm  not  sure  what  you're  asking. 

14 

why  that  Is. 

14 

Q,    Well,  Is  It  —  however  many  years  you  have  been 

15 

l^.    But  thars  been  the  policy  or  the  Auditors 

15 

at  the  Auditor's  Office,  do  you  have  an  understanding  of 

16 

Office  for  as  long  as  you  have  been  doing  It,  to  include 

16 

what  the  State  Office  of  Administration  Is? 

17 

the  responses  verbatim? 

17 

A.    Basically  they  are  the  administrator  for  the 

18 

A.  Yes. 

18 

State  of  Missouri.  They  are  going  to  look  at  things  that 

19 

Q.    And  you  include  the  responses  verbatim  no  matter 

19 

cross  over  multiple  agencies. 

20 

whether  they  are  Inconsistent  with  each  other.  Correct? 

20 

Q.    Okay.  So  they  Included  a  response  here. 

21 

A.     No  matter  what  the  response,  I'm  going  to 

21 

Secretary  of  State's  office.  State  Public  Defender's 

22 

inciuae  it. 

22 

Office.  And  then  down  here  we  have  a  group,  Greene  County, 

23 
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23 
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1 

Q.    If  they  say,  This  proposal  will  cause  cats  and 

1 

A.    Local  governments. 

2 

dogs  to  sleep  together,  It  goes  In  the  fiscal  note? 

2 

Q.    Local  governmental  entitles.  Including  on  the 

3 

A.    If  that's  what  they  say.  It  will  go  In  there, 

3 

next  page.  Metropolitan  Community  College.  Correct? 

4 

yes. 

4 

M.  Kignt. 

5 

t^.    All  ngnt.  A  iltue  Gnostousters  reference 

5 

Qt    What  we  just  talked  about  now  are  the  responds 

D 

tnere,  mii  ngnt. 

rrom  btdcc  criuticb  auo  lOLai  ciiuucb,  ib  Liiat  Tairr 

7 

So  staying  on  the  fiscal  note  then,  this 

/ 

M.  t-orreci. 

8 

particular  note,  Joint  Exhibit  3,  lets  talk  about  what  did 

8 

Q.    And  then,  next  on  Joint  Exhibit  3  you  have  the 

9 

end  up  getting  included  In  Joint  Exhibit  3.  So  under 

9 

analysis  --  or  I'm  sorry.  Just  says,  Joseph  H.  IHaslag, 

10 

assumptions  here  --  well,  let  me  ask  you  this:  Whose 

10 

Ph.D.  provided  information  as  an  opponent  of  this 

11 

assumptions  are  those? 

11 

Initiative  petition;  Is  that  correct? 

12 

A.    The  assumptions  of  the  responders. 

12 

A.  Correct. 

13 

Q.    So  those  are  not  the  Auditor's  assumptions? 

13 

Q.    And  you  Included  Dr.  Haslag's  analysis  again. 

14 

A.  Correct. 

14 

essentially,  verbatim;  Is  that  right? 

IS 

Q.    So  I'm  going  to  skip  through  here,  I  notice 

15 

A.  Correct. 

16 

that  officials  from  the  Department  of  Insurance,  Financial 

16 

Q.    An  did  you  find  Dr.  Haslag's  Information  to 

17 

Institutions  and  Professional  Registration  Indicate  they 

17 

be  —  or  analysis  —  I'm  sorry  —  to  be  reasonable? 

18 

anticipate  no  cost  or  savings  to  the  department,  I 

18 

A.    I  didn't  find  It  unreasonable. 

19 

probably  need  to  zoom  In  on  that  a  little  bit  for  you, 

19 

Q.    Okay.  Did  you  find  Dr.  Haslag's  analysis  to  be 

20 

don't  I?  Is  that  their  response? 

20 

accurate? 

21 

A.    Indirectly  they  talked  about  there  would  be  a 

21 

A.  Yes, 

22 

potential  reduction  In  revenue  coming  In,  but  they 

XI' 

Q.    Did  you  find  the  facts  that  he  conveyed  to  be 

23 

anticipated  they  would  offset  that  against  expenses  being 

23 

relevant  to  the  analysis  of  the  fiscal  Impact? 

24 

cut. 

24 

A,  Yes. 

25 

Q.    And  I  apologize.  I  stopped  reading  too  soon. 

25 

Q.    Did  It  appear  to  point  to  a  likely  result  of  the 

22 

24 
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1 

A.    I  don't  believe  they  are  Inconsistent. 

1 

A.    They  are  using  different  assumptions. 

2 

Q.    All  right.  So  let  me  ask  you  just  for  a  minute, 

2 

Q.    And,  again,  you  think  Dr.  Haslag  Is  the  correct 

3 

then,  back  to  Dr.  Haslag's  chart  ~  I'm  sorry.  Not  his 

3 

one? 

4 

chart.  Dr.  Haslag  Include  an  analysis  of  the  Impact  on 

4 

A.    I  think  based  upon  what's  occurred  in  other 

5 

local  entitles.  Correct? 

5 

states  that  have  adopted  similar  legislation,  that  would  be 

6 

A.  Yes. 

6 

correct. 

7 

Q.    And  you  Included  Dr.  Haslag's  analysis  In  the 

7 

Q.    And  I  apologize  If  I  already  asked  this.  So  In 

8 

fiscal  note  verbatim? 

8 

this  fiscal  note  that  we're  looking  at,  which  we  agree  Is 

9 

A.  Yes. 

9 

everything  above  the  summary,  where  do  you  explain  to  a 

10 

Q.    And  that's  what  we're  looking  at  here  on  the 

10 

reader  of  the  fiscal  note  how  to  reconcile  the  statements 

11 

Joint  Exhibit.  Right?  Local  nscal  Impact? 

11 

here  from  local  entitles  saying  no  Impact  and  the 

12 

A.  Correct. 

12 

statements  elsewhere  In  your  fiscal  note  saying  there  Isn't 

13 

Q.    And  so  Dr.  Haslag  Indicated  that  there  would  be 

13 

an  Impact? 

14 

a  cost  or  savings  to  local  governments.  Correct? 

14 

A.    Basically  the  summary  Is  the  fiscal  note 

15 

A.    He  did. 

15 

summary.  There  Is  no  bridge  between  the  note  and  the 

16 

Q.    But  elsewhere  In  your  fiscal  note,  the  local 

16 

summary. 

17 

governments  Indicate  there  will  be  no  fiscal  Impact. 

17 

Q.    So  the  summary  does  not  summarize  the  note  then. 

18 

Correct? 

18 

Right? 

19 

A.  Correct. 

19 

A.    The  summary  does  summarize  the  note. 

20 

Q.    And  where  do  you  tell  people  reading  the  fiscal 

20 

Q.    When  you  have  part  of  the  note  that  says  no 

21 

note  —  you  agree  they  are  In  conflict,  don't  you? 

21 

Impact  to  local  government  and  the  other  part  that  says 

22 

A.  Somewhat. 

22 

there  Is  an  Impact  to  local  government,  how  did  you 

23 

Q.    How  are  they  consistent  when  Dr.  Haslag  said 

23 

summarize  those  two  different  conclusions  In  this  case? 

24 

there's  a  fiscal  Impact  and  the  local  entity  Is  saying  no 

24 

A.    I'm  not  sure  what  you're  asking. 

25 

Impact? 

29 

25 

Q.    We'll  get  to  the  summary  In  Just  a  minute.  All 

31 

1 

A.    Well,  the  difference  In  the  two  Is  that 

1 

right?  So  let  me  ask  you  then  about  the  summary  for  Just  a 

2 

Mr.  Haslag's  Information  Is  based  on  the  conclusion  that 

2 

minute.  Well,  It  will  be  more  than  a  minute. 

3 

he's  drawing  that  eventually  the  payday  loan  lenders  will 

3 

A.    Can  I  hold  you  to  that  minute? 

4 

close,  which  will  cause  the  Impact  that  he's  talking  about. 

4 

Q.    No,  but  the  Judge  could. 

5 

The  governments  that  responded  to  us  weren't  assuming  that 

5 

So  you  prepared  a  fiscal  note  summary,  which  is 

6 

the  businesses  would  close  when  they  did  their  response. 

6 

the  Auditor's  opinion  of  the  fiscal  Impact;  is  that  right? 

7 

Q.    You  believe  that  It  Is  a  correct  assumption  that 

7 

A.    This  Is  our  fiscal  note  based  upon  the 

8 

the  businesses  would  close,  don't  you? 

8 

Information  that  was  provided  to  us,  yes. 

9 

A.    From  the  analysis  I  did  based  on  looking  at  the 

9 

Q.    So  this  Is  what  the  Auditor  thinks  the  flscai 

10 

other  states  that  Mr.  Haslag  cited,  It  would  seem  logical, 

10 

Impact  will  be? 

11 

yes,  that  within  a  few  years  most  of  the  payday  loan 

11 

A.  Yes. 

12 

lenders  would  close,  If  not  all  of  them. 

12 

Q.    All  right.  Got  It.  And  the  numbers  In  here 

13 

Q.    In  fact,  we're  going  to  get  Into  this  In  a 

13 

Just  the  —  I  see  a  2.5  to  $3.5  million  number.  You  got 

14 

minute,  but  In  preparing  the  fiscal  note  summary,  you 

14 

that  from  Dr.  Haslag.  Correct? 

15 

assume  that  the  businesses  would  close? 

15 

A.    Those  numbers  came  from  his  analysis,  yes. 

16 

A.    Based  on  that  analysis,  yes.  I  think  the 

16 

Q.    Well,  we'll  come  back  to  that.  So  Is  It  fair  to 

17 

Industry  would  close  or  be  reduced  substantially. 

17 

say  that  you  relied  heavily  on  Dr.  Haslag's  analysis  In 

18 

Q.    So  was  It  unreasonable,  then,  of  the  local 

18 

reaching  the  conclusions  about  fiscal  Impact  on  behalf  of 

19 

governments  to  fall  to  assume  the  businesses  would  close? 

19 

the  State  Auditor? 

20 

A.  No. 

20 

A.  Yes. 

21 

Q.    Okay.  Was  It  unreasonable  of  Dr.  Haslag  to 

21 

Q.    And  the  Court  can  read  Dr.  Haslag's  analysis  In 

22 

assume  they  would  close? 

22 

there,  but  let's  make  sure  we  are  on  the  same  page  about 

23 

A.  No. 

23 

how  Dr.  Haslag's  analysis  goes.  In  order  to  reach  these 

24 

Q.    So  one  says  they  won't  close,  the  other  says 

24 

numbers  that  we  looked  at  In  the  table,  you  have  to  assume 

25 

they  will  close,  they  both  are  perfectly  reasonable? 

30 

25 

that  businesses  are  going  to  close.  Right? 

32  1 
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1 

A.  Yes. 

1 

Correct? 

2 

Q.    And  In  order  to  assume  that  businesses  that  are 

2 

A.    I  would  say  the  critical  assumptions  are  a  new 

3 

currently  operating  are  going  to  close,  you  have  to  assume 

3 

law  and  that  businesses  would  close. 

4 

there's  going  to  be  some  new  law.  Right? 

4 

Q.    Okay.  And  Just -- 1  don't  want  to  beat  this 

5 

A.    I'm  not  sure  what  you're  asking. 

5 

totally  into  the  ground,  but  we  agree  that,  based  on  the 

6 

Q.    Well,  they  are  open  today  and  your  assumption  Is 

6 

analysis  that  you  read  from  Haslag,  businesses  —  there's  a 

7 

they  are  going  to  close  If  this  passes.  Correct? 

7 

certain  price  point  in  which  the  businesses  would  close? 

8 

A.  Correct. 

8 

A.  Yes. 

9 

Q.    So  you  will  have  to  make  an  assumption  that 

9 

Q.    And  36  percent  Is  below  that  price  point? 

10 

whatever  this  thing  Is  that's  passing  is  going  to  have  an 

10 

A.    I  believe  so. 

11 

Impact  on  those  businesses.  Right? 

11 

Q.    All  right.  Now,  on  Dr.  Haslag's  analysis,  now 

12 

A.  Yes. 

12 

we  talked  about  assumptions.  A  couple  more  assumptions  I 

13 

Q.    And  it  could  have  been  a  new  Impact  that  did  not 

13 

just  want  to  cover  with  you  to  make  sure  we're  clear  on  as 

14 

occur  before  the  Initiative  was  adopted? 

14 

we  go  through  this  case. 

15 

A.  Yes. 

15 

First  of  ail,  he  only  assumed  in  Table  A  that 

16 

Q.    And  as  part  of  his  analysis,  you  have  to  assume 

16 

payday  lending  stores  would  close.  Correct? 

17 

that  it's  the  36  percent  cap  on  Interest  rates  that's  going 

17 

A.  Right. 

18 

to  cause  those  businesses  to  go  out  of  business.  Correct? 

18 

Q.    And  In  Table  B,  he  only  assumed  that  payday 

19 

A.    The  cap  would  Impact  the  profitability  of  the 

19 

lending  stores  and  title  loan  stores  would  close.  Right? 

20 

businesses. 

20 

A.  Correct. 

21 

Q.    Which  —  right.  Which  would  then,  in  turn. 

21 

Q.    And  you  agree,  I  think,  as  discussed  In  the 

22 

under  his  analysis,  cause  him  to  go  out  of  business? 

22 

Division  of  Finance's  analysis,  that  there  are  other 

23 

A.    Or  make  the  determination  that  they  can't  be 

23 

lenders  other  than  payday  lenders  and  title  lenders,  known 

24 

profitable  enough  so  they  would  choose  to  close. 

24 

as  510  lenders  in  this  analysis.  Right? 

25 

Q.    Fair  enough.  So  you  read  his  analysis  and 

25 

A.  Yes, 

33 

35 

1 

you're  familiar  with  It? 

1 

Q.    Dr.  Haslag's  analysis  did  not  attempt  to  analyze 

2 

A.  Yes. 

2 

the  fiscal  impact  if  the  510  lenders  --  if  half  of  the  510 

3 

Q.    And  so  what  he's  saying  Is  it's  that  36  percent 

3 

lenders  were  to  close  as  predicted  by  Division  of  Finance. 

4 

number  that's  going  to  cause  them  to  go  out  of  business. 

4 

Right? 

5 

Right? 

5 

A.    Didn't  look  like  it. 

6 

A.    He's  saying  the  cap  would  cause  it  --  you  know. 

6 

Q.    And  you  didn't  do  any  Independent  analysis  to 

7 

It  could  --  a  different  rate  could  potentially  cause  a 

7 

address  the  Division  of  Finance's  comment  that  half  of  the 

8 

different  result. 

8 

510  lenders  would  close? 

9 

Q.    Right.  So  a  different  rate  might  not  --  like, 

9 

A.  No. 

10 

If  you  said  we're  going  to  cap  It  at  1,000  percent,  might 

10 

Q.    Dr,  Haslag's  analysis  --  let  me  ask  you  about 

11 

not  cause  them  to  go  out  of  business? 

11 

this:  So  here's  your  summary  statement.  That  is  the 

12 

A.    Probably  not. 

12 

Auditor's  analysis.  Right?  So  state  government  entitles 

13 

Q.    So  the  two  crucial  elements  of  his  analysis 

13 

could  have  an  annual  lost  revenue  estimated  at  2.5  to 

14 

which  you  adopted  are:  This  will  be  a  new  law.  Right? 

14 

$3.5  million  why  did  you  not  give  us  a  time  frame  for  when 

15 

A.  Yes. 

15 

the  2.5  to  $3.5  million  would  occur? 

16 

Q.    And  it  will  be  36  percent  cap.  Right? 

16 

A.    I'm  not  sure  what  you're  asking. 

17 

A.    I  don't  know  that  I  would  necessarily  agree  with 

17 

Q.    Yeah,  I  didn't  ask  It  very  well.  So  they're 

18 

that.  I  mean,  what  his  analysis  was  basically  showing  is 

18 

going  to  have  a  2.5  to  $3.5  million  loss  per  month? 

19 

that  the  profitability  of  the  business  would  change.  And 

19 

A.    It  says  annual.  Annual  lost. 

20 

based  on  that,  he  assumed  that  the  businesses  would  either 

20 

Q.    Annual  lost  revenue  for  how  many  years? 

21 

decide  to  close  or  eventually  possibly  go  bankrupt. 

21 

Forever? 

22 

Q.    Well,  I  guess  here's  what  I'm  simply  getting  at: 

22 

A.    Conceivably.  It  just  depends  upon  the  ability 

23 

In  order  to  reach  the  Auditor's  conclusion  about  fiscal 

23 

to  rehab  the  economy  from  whatever  changes  are  going  to 

24 

Impact,  the  2.5  to  3.5  on  state  government,  the  two 

24 

occur  from  the  close  of  business. 

25 

critical  assumptions  were  a  new  law  and  a  35  percent  cap. 

25 

Q,    Okay.  And  why  don't  you  put  In  an  annual  lost 

34 

36 
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1 

revenue? 

1 

Q.    So  you  took  the  3.01  from  year  two? 

2 

A.    I'm  not  sure  what  you're  asking. 

2 

A.    Well,  the  2.98.  2.98  and  .59. 

3 

Q.    Is  there  some  directive  that  you're  aware  of, 

3 

Q.    So  you  used  the  year  one  numbers  from  these  two 

4 

either  In  the  law  or  the  regulations  and  policies  of  the 

4 

tables? 

5 

Auditor's  Office,  that  tell  you  to  estimate  the  lost 

5 

A.    Essentially.  Essentially,  they  are  the  same.  I 

6 

revenues  annually? 

6 

mean,  there's  a  small  difference  between  the  two. 

7 

A.    Again,  I'm  not  sure  what  you're  asking. 

7 

Q.    Okay.  So  your  fiscal  note  —  so  your  fiscal 

8 

Q.    Okay.  So  If  —  well,  use  our  real  live  example. 

3 

note  here  which  you  Included  says.  This  Is  a  summary  of 

9 

So  Dr.  Haslag  —  I  don't  have  a  really  good  foundation  on 

9 

cost  to  the  State  of  Missouri.  Right? 

10 

this  yet,  so  I  don't  know  If  It  will  make  sense. 

10 

A.  Right. 

11 

Dr.  Haslag  says  you're  going  to  use  revenues  for  two  years 

11 

Q.    And  you  included  that  in  the  note.  And  so  one 

12 

In  his  analysis.  So  did  you  include  the  losses  for  two 

12 

of  the  costs  to  the  State  of  Missouri  Is  $57  million  in 

13 

years  combined? 

13 

gross  domestic  product.  Correct? 

14 

A.    No.  Each  year  is  independent. 

14 

A.    Essentially,  I  mean,  that's  not  a  direct  cost 

15 

Q.    So  you  only  included  one  year? 

15 

It's  an  economic  cost. 

16 

A.  Right. 

15 

Q.    Then  you've  got  lost  net  revenues  as  a  cost  of 

17 

Q.    And  I  guess  what  I'm  saying  Is,  why?  Why  didn't 

17 

2.17  million? 

18 

you  combine  the  two  years  together  since  your  fiscal  note 

18 

A.    Right.  And  that  was  computed  based  upon  the 

19 

says  there's  going  to  be  losses  for  two  straight  years? 

19 

gross  dometic  (sic)  product  —  gross  dometic  product. 

20 

A.    I'm  not  sure,  one,  that  that  would  be  —  that 

20 

Q,    Domestic  product. 

21 

the  voter  would  understand  that.  And  we're  talking  annual 

21 

A.    Correct.  I  can't  get  that  out. 

22 

so,  again,  we're  talking  each  individual  year. 

22 

Q,    That's  all  right.  I'm  here  to  help. 

23 

Q.    Well,  I  know  you  are.  I  know  you  are  talking 

23 

So  you  did  not  include  the  57  million  In  costs 

24 

each  Individual  year.  I'm  trying  to  understand  why.  So 

24 

in  your  summary  statement? 

25 

that's  what  I'm  asking  you.  Is  there  some  guidance  out 

25 

A.  Correct. 

37 

39 

1 

there  as  to  why  you  said  it  will  be  annual  losses  versus 

1 

Q.    Why  not? 

2 

over  two  years  It  will  be  combine  the  two  together? 

2 

A.    Again,  It's  not  a  direct  cost.  That  means  the 

3 

A.    I  guess  all  I  can  say  Is,  I  haven't  seen  any 

3 

GDP  change  is  going  to  affect  general  revenue,  but  it's  not 

4 

fiscal  notes  that  did  that,  so  that's  not  the  approach  that 

4 

going  to  be  a  direct  cost. 

5 

I  took. 

5 

Q,    Okay.  And  you  believe  there's  something 

6 

Q.    Okay.  Any  other  reason? 

6 

somewhere  that  tells  you  only  to  include  direct  costs  or 

7 

A.  No. 

7 

not? 

8 

Q.    All  right.  So  comparing  the  two  then,  you  got 

8 

A.    I  think  direct  costs  would  be  what  needed  to  be 

9 

the  2.5  to  $3.5  million  out  of  Dr.  Haslag's  numbers. 

9 

reported.  Otherwise,  it  would  get  quite  confusing  to  have 

10 

Correct? 

10 

Indirect  and  direct  costs  incorporated  Into  the  fiscal  note 

11 

A.  Right. 

11 

summary. 

12 

Q.    Where  did  you  get  that? 

12 

Q.    And  Is  your  thought  on  that,  that  you  should  not 

13 

A.    It's  coming  from  the  lost  license  fees  and  the 

13 

Include  a  direct  cost,  Is  that  based  on  anything  other  than 

14 

lost  general  revenue,  2  and  4. 

14 

your  personal  opinion  on  It? 

15 

Q.    Okay.  So  you  took  two  lost  general  revenue  to 

15 

A.  No. 

16 

Missouri  at  $2.17  million  and  you,  what,  added  that  to 

15 

Q.    And  then  so  you  did  include  No.  2,  lost  net 

17 

four? 

17 

general  revenues.  Did  you  Include  unemployment  Insurance 

IB 

A.  Right. 

18 

benefits  paid? 

19 

Q.    Of  two  point  --  or  I'm  sorry  —  of  $.32  million 

19 

A,  No. 

20 

and  that's  how  you  get  which  number  of  your  2.5  to  3.5, 

20 

Q.    We're  going  to  come  back  to  that  one.  You 

21 

that's  the  2.5? 

21 

included  lost  license  fees? 

22 

A.    The  low  level. 

22 

A.  Yes. 

23 

Q.    Okay.  And  then  where  do  you  get  the  3.57  Is 

23 

Q.    So  that's  that  column  and  It  adds  to  10.53,  so 

24 

that  down  here  or  something? 

24 

obviously  you  get  different  math  If  you  take  some  out? 

25 

A.    Again,  2  and  4,  the  3.1  --  3.01  and  the  3.59. 

25 

A.  Yes. 

38 
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1 

document.  Right? 

1 

to  be  a  net  effect  of  zero  over  time. 

2 

A.  Yes. 

2 

Q.    Okay.  So  the  unemployment  —  you're  not  telling 

3 

Q.    All  right.  Let  me  ask  you  about  then  —  I  think 

3 

the  Court  that  the  unemployment  Insurance  fund  Is  always 

4 

weVe  got  that  covered.  Let  me  ask  you  about  this  number 

4 

fully  funded? 

S 

right  here  (Indicating).  Dr.  Haslag  Indicates  In  his 

5 

A.    No.  What  I'm  saying  Is  that  If  costs  -  If  the 

5 

analysis  that  the  cost  of  this  Initiative  petition  would  be 

6 

expenses  are  going  out  and  It's  related  to  unemployment  of 

7 

$8.04  million  In  unemployment  Insurance  benefits.  Correct? 

7 

a  particular  business,  that  buslness's  rate  Is  going  to 

a 

A.  Right. 

8 

change  and  they  will  be  paying  a  higher  rate  In  the  future 

9 

Q.    And  your  fiscal  note  that  the  Auditor  puts  out 

9 

which  will  make  up  for  the  money  that's  come  out  of  the 

10 

Includes  this  statement  that  the  unemployment  costs  will  be 

10 

fund. 

11 

$8.04  million.  Right? 

11 

Q.    Now,  you've  audited  the  Department  of  Labor 

12 

A.  Right. 

12 

yourself,  haven't  you? 

13 

Q.    And  In  your  fiscal  note  summary,  you  did  not 

13 

A.    Years  ago. 

14 

Include  anything  about  the  $8  million  In  unemployment 

14 

Q.    And  you're  generally  familiar  with  how  the 

15 

benefits? 

15 

unemployment  Insurance  fund  works.  Right? 

16 

A.  Connect. 

16 

A.  Yes. 

17 

Q.    And  you  believe  that  Dr.  Haslag's  prediction 

17 

Q.    And  there's  an  unemployment  Insurance  tax  that's 

18 

that  there  will  be  $8  million  In  unemployment  Insurance 

18 

set  by  the  Legislature.  Correct? 

19 

benefits  paid  because  of  this  measure,  you  believe  that  Is 

19 

A.    The  fee  —  the  rate  that's  paid  varies  by 

20 

a  reasonable  assumption? 

20 

company  based  upon  the  amount  of  activity  that  they  have 

21 

A.  Yes. 

21 

going  through  the  unemployment  Insurance  fund. 

Z2 

Q.    You  believe  that  Is  a  correct  analysis? 

22 

Q.    And  you're  aware,  based  on  your  experience  at 

23 

A.  Yes. 

23 

the  Auditor's  Office,  that  there  have  been  times  when  the 

24 

Q.    You  don't  have  any  disagreement  with  his 

24 

unemployment  Insurance  fund  was  actually  Insolvent. 

25 

prediction  that  there  will  be  $8  million  In  unemployment 

25 

Correct? 

45 

47 

1 

benefits  paid? 

1 

A.    I  think  there  have  been  circumstances  to  that 

2 

A.    I  think  his  analysis  Indicated  that  that  was  a 

2 

effect. 

3 

reasonable  number. 

3 

Q.    And  there  were  times,  in  fact,  when  the  Auditor 

4 

Q.    All  right.  And  you  did  not  Include  It  In  your 

4 

reported  that  the  unemployment  Insurance  fund  had  to  borrow 

5 

summary  because  you  believe  It  Is  not  a  cost  to  state 

5 

from  the  federal  government.  Correct? 

6 

government.  Right? 

6 

A.  Correct. 

7 

A.  Correct. 

T 

Q.    And  that  the  State  has  to  pay  the  federal 

8 

Q.    But  you  agree  that  unemployment  Insurance  Is  a 

8 

government  back  in  Interest  rate  on  that.  Correct? 

9 

fund  of  the  Department  of  Labor? 

9 

A.    That  does  have  to  happen,  yes. 

la 

A.    It's  an  enterprise  fund. 

10 

Q.    And  that's  because  revenues  are  not  sufficient 

11 

Q.    Of  the  Department  of  Labor? 

11 

to  meet  benefits.  Right? 

12 

A.  Yes. 

12 

A.    Over  time  that  there  could  be  a  situation  like 

13 

Q.    And  you  didn't  Include  It,  you  said,  because  It 

13 

that,  yes. 

14 

didn't  —  It  was  not  part  of  the  operating  cost  of  state 

14 

Q.    So  If  more  benefits  go  out  of  the  fund  than  come 

15 

government.  Right? 

15 

Into  the  fund,  that's  a  cost  to  the  State  under  your 

15 

A.    It's  not  a  part  of  the  governmental  funds, 

16 

dennltlon.  Right? 

17 

correct. 

17 

A.    Again,  over  time  it's  going  to  net  out  for  the 

18 

Q.    So  In  preparing  the  fiscal  Impact,  you  believe 

18 

Individual  employers  that  are  Involved. 

19 

you're  limited  to  only  governmental  funds? 

19 

Q.    I  thought  we  were  only  dealing  with  one  year  in 

20 

A.     No.  The  reason  I  didn't  Include  it  was  I  didn't 

20 

our  fiscal  analysis? 

21 

look  that  It  was  going  to  be  a  cost,  because  essentially 

21 

A.  No. 

22 

the  way  the  unemployment  fund  works.  If  a  business  Is 

22 

Q.    Okay.  So  you  agree  that  we  should  be  analyzing 

23 

going  —  If  there's  going  to  be  cost  related  to 

23 

fiscal  Impact  over  more  than  one  year? 

24 

unemployment  to  a  particular  business,  that  buslness's 

24 

A.  Correct. 

25 

rates  are  going  to  go  up.  And  so,  essentially.  It's  going 

25 

Q.    But  for  Dr.  Haslag's  analysis  of  general 

46 

48 
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1 

Q.    He  also  believed  that  there  would  be  a  loss  In 

1 

the  statutes  would  require  you  to  follow  the  auditing 

2 

general  revenues  as  a  result  of  reduced  taxation,  correct, 

2 

standards? 

3 

or  lost  taxes? 

3 

A.    If  It  was  an  audit,  we  would  follow  the  yellow 

4 

A.    We're  talking  local  or  state? 

4 

book  In  terms  of  performing  the  work. 

5 

Q.    Well,  on  state,  let  me  just  do  It  this  way:  The 

5 

Q.    And  the  yellow  book  is  promulgated  by  the 

6 

2.5  to  3.5  nfillllon  that  you  agree  Is  a  fiscal  Impact 

6 

comptroller  or  somebody? 

7 

Includes  lost  revenue  to  the  State  as  a  result  of  foregone 

7 

A.  GAO. 

6 

revenue  collection.  Right? 

8 

Q.    GAO,  yeah,  government  accountability  office. 

9 

A.    Again,  it's  based  upon  the  analysis  that  he  did 

9 

Right? 

10 

based  upon  the  GDP  change  in  terms  of  what  the  net  Impact 

10 

A.    (Witness  nods  head.) 

11 

to  the  general  revenue  fund  would  be. 

11 

Q.    And  we  talked  a  little  bit  at  the  beginning  of 

12 

Q.  Right. 

12 

this  deposition  about  checking  to  see  if  qualified 

13 

A.    I  mean,  it  was  a  somewhat  complicated  formula 

13 

personnel  had  provided  Information  in  the  Impact.  Do  you 

14 

that  he  used.  There  Isn't  a  direct  number  that  you  can  go 

14 

remember  that? 

15 

to  and  say,  there's  the  $2  million. 

15 

A.  Right. 

16 

Q.    You  have  to  figure  out  what  GDP  Is  and  then  you 

16 

Q.    If  you  were  doing  an  audit,  that  would  be  one  of 

17 

have  to  apply  a  tax  rate  to  that  to  figure  out  how  much 

17 

the  things  you  would  do,  is  to  see  if  they  were  actually 

18 

that  tax  rate  would  generate  to  the  government  Right? 

18 

qualified  personnel  preparing  financial  statements.  Right? 

19 

A.  Correct. 

19 

A.    Preparing  —  well,  we  wouldn't  necessarily  be 

20 

Q.    I  mean.  It's  probably  more  complicated  than 

20 

looking  at  financial  statements.  We  would  do  Internal 

21 

that.  You  l<now,  based  on  your  experience,  that  there  are 

21 

control  work  to  evaluate. 

22 

local  governments  that  have  an  earnings  tax  In  this  state? 

22 

Q.    And  the  auditing  standards  talk  about  that 

23 

A.  Yes. 

23 

Internal  control  work  and  Includes  things  like,  do  you  have 

24 

Q.    But  there's  no  analysis  In  either  the  fiscal 

24 

qualified  personnel.  Right? 

25 

note  or  the  fiscal  note  summary  of  the  Impact  on  earnings 

53 

25 

A.    Weil,  you're  talking  about  --  that's  also 

55 

1 

tax.  Correct? 

1 

talking  about  from  the  audit  side  too.  I  mean,  we're 

2 

A.  Correct. 

2 

talking  about  the  qualified  personnel  to  conduct  the  audit 

3 

Q.    And  that's  because  nobody  mentioned  that  to  you. 

3 

work  Itself. 

4 

Right? 

4 

Q.    Right.  But  part  of  your  audit  would  be  to  make 

5 

A.  Correct. 

5 

sure  that  the  processes  of  the  auditee  actually  produce 

6 

MR.  HATFIELD:  Judge,  if  I  can  have  one  minute, 

6 

correct  results.  Right? 

7 

I  l<lnd  of  dropped  my  papers  here. 

7 

A.    We  would  do  internal  control  work,  yes. 

8 

THE  COURT:  Take  your  time. 

8 

Q.    All  right.  And  so  In  preparing  the  fiscal 

9 

MR.  HATRELD:  I  think  I'm  about  ready  to  wrap. 

9 

Impact  analysis  that  you  did  here  In  Exhibit  3,  there  is  no 

10 

I  got  my  papers  out  of  order,  and  my  associate. 

10 

reviewing  of  existing  accounts.  Correct? 

11 

Mr.  Elllnger,  didn't  do  a  very  good  job  of  putting  them 

11 

A.    Again,  I  don't  know  what  you're  asking  me  there. 

12 

back  In  order. 

12 

Q.    Did  you  review  any  existing  accounts  in 

13 

MR.  ELLINGER:  You  don't  pay  me  enough. 

13 

preparing  the  fiscal  Impact  analysis? 

14 

MR.  HATFIELD:  I  know.  Got  to  work  on  that. 

14 

A.    Existing  —  again,  I'm  not  sure  —  I  looked  at 

15 

BY  MR.  HATFIELD: 

15 

the  CAFRA  some.  I  probably  looked  at  some  other  material, 

16 

Q.    So  Is  Exhibit  3,  which  Is  a  fiscal  note  and 

16 

but  I'm  not  sure  what  you  mean  by  existing  accounts. 

17 

fiscal  note  summary  together,  is  that  an  audit? 

17 

Q.    Ail  right.  Weil,  I  guess  I'm  asking  you,  did  an 

18 

A.  No. 

18 

analysis  of  any  existing  accounts  of  the  State  have 

19 

Q.    Is  there  any  audit  done  In  conneaion  with 

19 

anything  to  do  with  your  fiscal  analysis  here? 

20 

initiative  petition  fiscal  Impact? 

20 

A.    Well,  I  guess,  again,  I  would  say  yes,  because  I 

21 

A.  No. 

21 

looked  at  the  CAFRA  to  understand  again  the  unemployment 

22 

Q.    You  don't  follow  the  auditing  standards  when 

22 

insurance  issue  so  that  I  could  properly  reflect  that 

23 

doing  fiscal  note  Impact  analysis.  Right? 

23 

Information  In  the  fiscal  note  and  fiscal  note  summary. 

24 

A.  No. 

24 

Q.    Okay.  Did  you  do  anything  In  the  course  of  your 

25 

Q.    And  If  it  was  an  audit,  you  agree  Chapter  29  of 

54 

25 

fiscal  impact  analysis  to  check  the  accuracy  of  any  of  the 

56 
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1 

sales  tax,  a  portion? 

1 

Is  the  official  ballot  title.  Correct? 

2 

A.    A  portion  of  It  would  be,  yes. 

2 

A.  Correct. 

3 

Q.    And  there  would  be  a  corresponding  --  perhaps 

3 

Q.    And  that's  the  summary  statement  that  the 

4 

not  dollar  for  dollar,  In  fact,  but  there  would  be  a 

4 

Secretary  of  State  does? 

5 

corresponding  Impact  for  local  government  sales  tax  revenue 

5 

A.  Right. 

6 

that  was  lost.  Correct? 

6 

Q.    And  the  fiscal  note  summary  that  you  do? 

7 

A.  Ukely. 

7 

A.  Right. 

S 

Q.    But  thaf  s  not  Included  In  the  fiscal  note  or 

8 

Q.    So  there  Is  no  reference  to  the  Impact  on  state 

9 

the  fiscal  note  summary,  Is  It? 

9 

government  being  as  a  result  of  business  closures  on  the 

10 

A.    That  would  be  correct. 

10 

petition  Itself? 

11 

Q.    Now,  I  believe  you  talked  a  little  bit  with 

11 

A.  No. 

12 

Mr.  Hatfield  In  looking  at  the  fiscal  note  summary.  And 

12 

Q.    And  since  there's  no  reference  to  unemployment 

13 

Just  by  reference,  Is  this  --  what  joint  exhibit  number  Is 

13 

claims  In  your  fiscal  note,  there's  no  reference  to  Job 

14 

this?  I  think  we're  looking  off  of  Joint  Exhibit  3,  which 

14 

losses  that  would  occur  either,  are  there? 

15 

Is  the  fiscal  note  of  the  Auditor  that  Includes  the  fiscal 

15 

A.  No. 

16 

note  summary.  Correct? 

16 

Q.    So  a  person  reading  this  fiscal  note  summary  and 

17 

A.  Yes. 

17 

trying  to  figure  out  the  state  Impact,  would  have  no  Idea 

18 

Q.    And  you  said  that  the  2.5  to  3.5  million  didn't 

18 

that  people  are  going  to  lose  their  Jobs  If  this  measure 

19 

solely  result  from  the  36  percent  rate  cap,  but  from  the 

19 

goes  forward.  Right? 

20 

Impact  upon  businesses  going  out  of  business  as  a  result  of 

20 

A.    They  wouldn't  know  It  directly,  no. 

21 

that  36  percent  cap.  Correct? 

21 

MR.  ELUNGER:  Speaking  of  unemployment,  I 

22 

A.     Right.  Closing  or  —  either  choosing  to  close 

22 

think,  Judge,  I  won't  belabor  the  point  In  light  of 

23 

or  falling. 

23 

previous  comments  but  Just  a  couple  of  real  quick 

24 

Q.    So  the  reason  the  State  would  lose  revenue  Is 

24 

questions. 

25 

because  businesses  would  close  In  Missouri,  whether  they 

69 

25 

BY  MR.  ELUNGER: 

71 

1 

failed  or  voluntarily  closed? 

1 

Q.    You  menUoned  that  to  a  certain  extent  you 

2 

A.    Well,  again,  his  analysis  went  through  and 

2 

thought  unemployment  Insurance  was  kind  of  a  wash  out  on 

3 

analyzed  what  the  GDP  Impact  would  be  based  upon  businesses 

3 

the  long  term  because  —  and  I  think  you  said  the  State 

4 

closing. 

4 

would  simply  charge  higher  rates  Into  the  future  to  those 

5 

Q.    And  you  found  that  analysis  to  be  reasonable? 

5 

businesses  to  make  up  for  the  payments  that  went  out? 

6 

A.  Yes. 

6 

A.    Essentially,  the  rate  that  they  pay  Into  the 

7 

Q.    But  the  fiscal  note  summary  doesn't  talk  about 

7 

fund  would  change. 

8 

businesses  closing,  does  It? 

8 

Q.    But  If  a  business  goes  out  of  business,  they  are 

9 

A.    The  —  well,  yeah,  for  locals  we  have  business 

9 

not  going  to  pay  a  higher  rate  In  the  future,  are  they? 

10 

closure. 

to 

A.    conceivably,  that  would  be  true. 

11 

Q.    Okay.  The  state  side  doesn't  talk  about 

11 

Q.    If  they  go  out  of  business  they're  not  going  to 

12 

anything  business  closures,  does  It? 

12 

pay  anything  In  the  future,  will  they? 

13 

A.     I  don't  believe  I  Indicated  that  specifically. 

13 

A.    Again,  there  may  be  provisions  —  there  are 

14 

Q.    So  If  you're  a  voter  reading  It,  you  don't  know 

14 

provisions  built  Into  the  law  probably  related  to  that. 

15 

the  reason  state  revenues  being  reduced  Is  from  business 

15 

I'm  not  specifically  familiar  with  that  detail. 

16 

closure  or  whether  maybe  somehow  this  measure  lowers  taxes. 

16 

Q.    Somebody's  going  to  have  to  make  up  that  lost 

17 

Right? 

17 

money.  Right? 

18 

A.    Well,  I  think  some  of  that's  going  to  come  from 

IB 

A.    The  —  essentially,  the  fund  would  be  made  whole 

19 

what's  In  question  would  be  the  ballot  language,  and  some 

19 

In  another  manner. 

20 

of  It  would  also  come  from  the  fiscal  note  itself,  if  the 

20 

Q.    And  that  could  be  by  the  state  government  paying 

21 

person  read  the  fiscal  note. 

21 

that? 

22 

Q.    But  on  the  ballot  you  go  to  sign  a  petition,  the 

22 

A.    I  don't  believe  that  would  be  true. 

23 

actual  petition.  It's  attached  to  your  fiscal  note? 

23 

Q.    Could  be,  though,  couldn't  It? 

24 

A.  Right. 

24 

A.    The  —  ultimately  the  rate  that  businesses  would 

25 

Q.    The  only  thing  that's  attached  to  the  petition 

70 

25 

pay  would  be  modified  to  that  extent.  In  terms  of  the 

72 
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1 

out  to  me.  One,  was  the  --  could  be  tied  to  the  first 

1 

A.  Correct. 

2 

sentence.  The  state  governmental  entitles  could  have 

2 

Q.    So  It  can't  be  that  we  start  at  2.5  and  deduct 

3 

annual  lost  revenue  estimated  at  2.5  to  $3.5  million 

3 

off  of  that? 

4 

partially  offset  by  expenditure  reduction  for  monitoring 

4 

A.  Correct. 

5 

Industry  compliance.  That  --  so  again,  the  translation  of 

5 

Q.    Okay.  So  that  was  the  first  point.  You 

6 

the  math  that  was  reported  In  —  If  you  have  got  Table  B? 

5 

mentioned  you  had  two  others.  What  Is  the  second  way  In 

7 

Q.    I  do. 

7 

which  this  Is  Insufficient? 

8 

A.    If  you  can  put  that  up.  The  translation  of  the 

8 

A.    The  second  one  Is  the  second  sentence,  local 

9 

results  that  were  Incorporated  Into  the  fiscal  note, 

9 

governmental  entitles  could  have  unknown  total  lost  revenue 

10 

Table  B,  say  that  lost  net  general  revenue  Is  2.98  million 

10 

related  to  business  license  or  other  business  operating 

11 

or  roughly  $3  million  a  year.  The  lost  license  fees,  I 

11 

fees  If  the  proposa  1  results  In  business  closures.  So 

12 

believe  that  that  corresponds,  as  I  understand  It,  that 

12 

again,  translating  those  words  Is  an  Inadequate 

13 

corresponds  to  the  partial  offset  of  the  expenditure 

13 

characterization  of  the  math  that  was  done  In  the  numbers 

14 

reductions  for  monitoring  Industry  compliance.  So  If 

14 

that  were  reported  In  the  document.  We  know  that  It  was 

15 

that  was  a  wash,  for  example,  then  you  would  know  exactly 

15 

not  going  to  be  less  than  $122,000,  In  fact,  because  just 

16 

what  the  number  was.  It  was  3  million,  not  range  of 

16 

looking  at  Springfield  and  Kansas  Qty,  that's  the  amount 

17 

2.5  million  to  3.5  million.  This  was  one  source  of 

17 

of  lost  license  fees  for  those  two  cities. 

18 

Inadequacy. 

18 

Now,  could  be  more  because  It  would  have  taken 

19 

Q.    So  let's  walk  back  through  that  and  let's  take  a 

19 

more  time  and  I  was  not  asked  to  look  at  other  cities.  But 

20 

look  at  the  fiscal  note  summary  Itself.  I  need  to  zoom 

20 

we  know  It  can't  be  less  than  122,000.  The  point  Is 

21 

out.  And  then  let's  compare  It  to  Table  B. 

21 

122,000  Is  not  an  unknown  number. . 

22 

A.  Yes. 

22 

Q.    Also  I  note  that  the  second  half  of  this 

23 

Q.    Okay.  In  the  fiscal  note  summary  you  have  been 

23 

sentence  after  the,  I  guess,  compound  mound  business 

24 

pointing  us  to  the  very  first  sentence  that  mentions, 

24 

operating  fees,  where  It  says,  If  the  proposal  results  In 

25 

annual  lost  revenue  could  be  estimated  at  2.5  to 

25 

business  closures.  Did  you  leave  any  room  for  doubt  In 

145 

147 

1 

3.5  million.  So  we're  starting  there,  and  then  you're 

1 

your  report  that  there  would  be  business  closures? 

2 

looking  at  this  phrase  that  could  be  partially  offset  by 

2 

A.    I  don't  believe  I  left  any  doubt  that  there 

3 

expenditure  reductions  for  monitoring  Industry  compliance. 

3 

would  be  business  closures. 

4 

That's  the  part  we're  talking  about  right  now? 

4 

Q.    And  In  your  review  of  the  fiscal  note,  did  you 

5 

A.  Correct. 

5 

see  any  responses  from  anyone  that  Indicated  that  there 

6 

Q.    And  your  testimony  Is  that  we  really  can't  be 

6 

would  not  be  business  closures? 

7 

deducting  anything  off  If  —  If  our  starting  number  Is  2.5, 

7 

A.    I  did  not. 

B 

we  can't  be  deducting  anything  off  of  that  because  we're 

8 

Q.    So  just  so  we  can  sum  up,  your  second  point  here 

9 

already  —  we're  already  —  the  lowest  we  can  go  Is 

9 

Is  that  there  Is  no  If  about  business  closures,  and  the  -- 

10 

3  million  even  If  we  deduct? 

10 

while  the  total  amount  of  lost  revenue  would  be  unknown,  we 

11 

A.  Yeah. 

11 

know  that  It  must  be  at  least  122,000? 

12 

Q.    Did  I  get  that  right? 

12 

A.  Correct 

13 

A.  Correct. 

13 

Q.    And  do  you  believe  there's  any  doubt  that  we 

14 

Q.    And  how  again  do  you  get  to  3  million?  What  are 

14 

would  have  at  least  122,000? 

15 

you  adding  up  on  Table  B? 

15 

A.    I  don't  have  any  doubt  In  that  number,  no. 

16 

A.    So  Table  B -- yeah.  So  If  Table  B  Is  not  adding 

16 

Q.    Let  me  ask  you,  what's  the  third  way  In  which 

17 

anything  up,  I'm  taking  the  $78.45  million  In  the  year  one 

17 

the  fiscal  note  summary  Is  Insufficient? 

18 

column  of  lost  gross  domestic  product  by  the  state,  and 

18 

A.    I  think  the  unemployment  Insurance  benefits,  the 

19 

multiplying  that  by  3.8  percent,  that  long-run  average  of 

19 

way  that  that  was  handled,  I  think.  Is  Insufficient.  The 

20 

what  the  net  general  revenue  Is  per  dollar  of  gross 

20 

funding  mechanism  will  change  In  response  to  underfunded 

21 

domestic  product. 

21 

unemployment  Insurance  claims. 

22 

Q.    So  In  other  words.  If  we  look  at  row  2,  add  to 

22 

Q.    What  do  you  mean  by  that? 

23 

It  row  4,  we  are  at  3.6  million.  But  then  If  we  take  out 

23 

A.    What  I  means  Is  that  eventually  there  would  be 

24 

row  4,  even  If  we  assume  that's  all  offset,  we're  still  at 

24 

an  additional  higher  rate  applied  to  the  existing 

25 

3  million? 

25 

businesses  to  replenish  the  fund.  Now,  In  my  view  that's 

146 
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1 

no  different  than  saying  that  when  the  state  loses  general 

1 

Q.    Couple  of  preliminary  questions  real  quick.  Did 

2 

revenue,  that  they  can't  eventually  raise  taxes  In  order  to 

2 

you  review  the  Initiative  petition  In  the  course  of 

3 

raise  that  general  revenue  amount.  So  In  moreover, 

3 

preparing  your  fiscal  note  analysis? 

4 

conditioned  on  the  current  state  of  the  economy  when 

4 

A.     I  did  read  It  over,  yes. 

5 

this  —  when  we  are  taking  about  this  ballot  Initiative 

5 

Q.    Your  analysis  that  you  submitted  doesn't  Include 

6 

passing,  they  are  going  to  have  to  be  revenues  that  are 

6 

510  lender  Impact,  does  it? 

7 

paid  by  some  entity  In  the  state  because  we're  so  far  In 

7 

A.     That's  correct. 

8 

arrears  owing  the  federal  government  for  loans  that  were 

8 

Q.    The  fiscal  note  Itself  does  not  Include 

9 

made  to  nrtake  current  unemployment  Insurance  claims  whole. 

9 

510  lender  Impact,  does  It? 

10 

Q.    And  if  those  payments  had  to  be  made,  would 

10 

A.     No,  It  doesn't. 

11 

that,  In  turn,  have  a  fiscal  Impact? 

11 

Q.    And  the  fiscal  note  summary  does  not  Include 

12 

A.     It  would  have  a  fiscal  Impact  dollar  for  dollar. 

12 

510  lender  Impact,  does  it? 

13 

There's  also  the  other  thing  which  I  think  would  be  an 

13 

A.    No,  it  doesn't. 

14 

adequate  assessment  of  this,  which  Is,  even  if  the  funding 

14 

Q.    But  there  is  going  to  be  Impact  to  510  lenders 

15 

mechanism  caught  up  and  somehow  other  businesses  were  now 

15 

if  this  measure  were  to  pass.  Correct? 

16 

being  taxed  to  make  unemployment  Insurance  claims  for  the 

16 

A.    Honestly,  I  didn't  study  that  group,  so  I  can't 

17 

business  closures  that  occurred,  those  businesses  a  re  going 

17 

say  definitively  that  I  know  what  the  answer  is. 

18 

to  see  a  reduction  In  their  profits  and  there's  also  going 

IS 

Q.    If  you  look  at  the  Attachment  A  to  your 

19 

to  be  a  fiscal  impact  that  goes  along  with  that. 

19 

submission  — 

20 

Q.    Dr.  Haslag,  we  ju st  went  through  one  pol  nt  with 

20 

A.    Can  you  give  me  — 

21 

the  fiscal  note  and  three  points  with  the  fiscal  note 

21 

Q.    That's  the  e-mail  from  ~ 

22 

summary,  each  one  of  which  I  think  you  testified  was 

22 

A.  Yes. 

23 

sufficient  or  was  a  reason  that  the  fiscal  note  and  fiscal 

23 

Q.    It  talks  about  half  of  the  510  lenders  go  out  of 

24 

note  summary  was  insufficient.  Did  we  leave  anything  out? 

24 

business? 

25 

Do  you  have  any  other  opinions  on  sufficiency? 

25 

A.  Yes. 

149 

151 

1 

A.  No. 

1 

Q.    Okay.  If  you  Included  fiscal  Impact  from  those 

2 

Q.    And  Just  so  we're  dear,  how  long,  again,  did  It 

2 

half  of  the  510  lenders  that  would  go  out  of  business,  that 

3 

take  you  to  do  your  analysis  on  the  sufficiency  of  the 

3 

would  increase  the  negative  fiscal  Impact  to  the  State, 

4 

fiscal  note? 

4 

wouldn't  It? 

5 

A.    On  the  fiscal  note.  It  vvas  about  15  or 

5 

A,    It  would. 

6 

20  minutes. 

6 

Q.    And  similarly.  If  you  were  to  Include  those 

7 

Q.    And  how  long  on  the  fiscal  note  summary? 

7 

510  lenders  that  would  go  out  of  business,  that  would 

8 

A.    On  the  fiscal  note  summary  for  all  three  Issues 

8 

Increase  the  negative  fiscal  Impact  to  local  governmental 

9 

combined  —  well,  the  unemployment  Insurance  benefits 

9 

entitles,  too.  Correct? 

10 

probably  took  about  20  minutes  to  contact  the  Department  of 

10 

A.  Yes. 

11 

Labor,  State  Department  of  Labor.  And  then  the  assessment 

11 

Q.    When  you  were  making  your  calculation  of  net  - 

12 

of  the  adequacy  of  the  language  translating  the  numbers  and 

12 

of  state  net  general  revenue  —  I  believe  that  was  the  term 

13 

the  mathematics  that  were  done  In  the  report,  10  or 

13 

you  used,  wasn't  It? 

14 

IS  minutes  is  all. 

14 

A.  Yes. 

15 

Q.    And  all  the  sources  that  you  contacted,  are  you 

15 

Q.    That  Includes  sales  taxes  that  are  collected  and 

16 

confident  that  those  are  the  sort  of  sources  that  an 

16 

remitted  for  state  purposes.  Right? 

17 

economist  In  your  position  would  reasonably  rely  upon  to 

17 

A.    It  does. 

IS 

determine  the  fiscal  impact  on  the  change  In  statute? 

18 

Q.    But  your  analysis  doesn't  Include  local  sales 

» 

A.  Yes. 

19 

taxes  that  would  be  collected  for  local  governments,  does 

20 

MR.  GREIM:  No  further  questions. 

20 

it? 

2X 

THE  COURT;  Mr.  Elllnger? 

21 

A.     No,  It  doesn't. 

22 

MR.  ELUNGER:  Just  a  few  questions. 

22 

Q.    If  you  were  to  Include  those  local  sales  taxes. 

23 

CROSS-EXAMINATION  BY  MR.  ELUNGER; 

23 

the  negative  Impact  upon  local  governments  would  Increase, 

24 

Q.    Good  afternoon.  Dr.  Haslag. 

24 

wouldn't  it? 

25 

A.     Good  afternoon. 

25 

A.    It  would. 
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1 

Q.    If  you  were  to  Include  510  lenders  and  the  local 

1 

MR.  MOORE:  Thank  you,  your  Honor. 

2 

government  Impact  of  those  lost  sale  taxes  on  510  lenders, 

2 

CRObS-fcXAMINATION  BY  MK.  NOURc; 

3 

It  would  further  increase  the  negative  impact  to  local 

3 

Q.    Dr.  Haslag,  when  you  first  looked  at  this,  you 

4 

governmental  entitles,  wouldn't  It? 

4 

went  Into  this  with  an  open  mind? 

e 
9 

M.    It  would. 

5 

A  Vac- 
Mi  Yes. 

6 

out  none  or  that  was  included  in  the  riscal 

6 

Q.    Were  you  retained  by  an  opponent  of  the  initial 

7 

note,  was  It? 

7 

petition? 

8 

A.  No. 

8 

A.    I  was  retained  by  Mr.  Hatfield.  I  didn  t  know 

9 

Q.    And  none  of  It  was  Included  In  the  fiscal  note 

9 

whether  he  was  an  opponent  or  not.  I  was  not  Instructed  to 

10 

summary? 

10 

characterize  his  opinion.  He  asked  me  a  question  and  1 

11 

A.  No. 

11 

brought  to  bear  the  expertise  to  that  question. 

12 

Q.    Since  the  fiscal  note  and  fiscal  note  summary 

12 

Q.    And  you  were  paid  for  that  research  and  opinion. 

13 

don't  Include  any  Information  about  510  lenders,  except  for 

13 

Right? 

14 

the  e-mail  saying  that  half  of  them  would  go  out  of 

14 

M.  Yes. 

ULtanicsSf  UU  yUU  UcllcVc  Llldl.  UioL  b  a  lUrLllcr  Uablb  lUi 

ID 

luu  ubcu  dii  iiiLcicbLiiiy  Lciiii  wiici)  yuu  Wcic 

ID 
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Lcsviiyiny  uri  uircLL.   tuu  ^diu  yuu  bidiLcu  uul  wilii  aii 

1  7 

M.     I  LninK  criaL  LnosG  arc  qucsuons  LDat  snouiQ  Oc 
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ICS 

3ddr6ss6d  snd  should  b6  anslyzed. 

1  Q 

errect. 

1  o 

Q.    Real  quickly,  you  mentioned  tfiat  you  read  the 

19 

rt.  Yes. 

■Jn 

£U 

initiative  petition? 

l\j 

v^.    oo  uo  you  ueiievc  cnat  s  a  oao  uning  ir  uicse 

21 

A.    I  did. 

21 

businesses  go  out,  If  the  payday  Industry  goes  out?  Is 

22 

Q.    Do  you  know  If  these  Interest  rate  restrictions 

22 

that  a  valla  judgment? 

23 

wuulu  djj^iy  LU  udiiKbi 

Z  J 

/^t       Mb  1  UI lUcisLallU  1  lUW  una  IIIOIKCL  WUI          LIICIC  ale 

24 
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zt 
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MIOIKCL  IdllUICa  LllaL  alC  ULfVIUUa  LU  IIIB,  ailU  LIICIC  3CCIII9  LU 

1 

1 

Initiative  petition  provisions  would  apply  to  credit 

1 

be  a  group  of  consumers  who  were  served  In  this  entity. 

2 

unions? 

2 

From  a  purely  professional  standpoint,  I  believe  this  to  be 

3 

A.    Like  banks,  my  answer  Is,  I  don't  believe  they 

3 

bad  public  policy  to  put  an  Interest  rate  celling  on  this 

4 

would. 

4 

market  so  that  these  would  result  In  these  corporations  or 

5 

Q.    So  there's  no  calculation  of  fiscal  Impact  upon 

5 

these  businesses  closing. 

6 

banks  or  credit  unions  Included  In  the  fiscal  note? 

6 

Q.    But  this  professional  opinion  reflects  a  bias  on 

7 

A.  No. 

7 

your  part  that  you  think  this  would  be  bad  from  a  business 

o 
o 

riK.  cLLiiMutK:  nJo  furtner  Questions. 

8 

point  of  view? 

n 

y 

Int  LUUKI.   rlr.  natTleiUf 

9 

A.    No,  I  disagree  with  that.  What  I  would  say,  Is 

1  n 

lU 

tiiat  this  Is  my  professional  opinion  of  how  markets  work 

1 1 
1 1 

Q.    Dr.  Haslag,  in  reaching  your  opinion,  I  think 

11 

and  my  understanding  of  how  the  world  of    of  how  an 

Mr.  Ellinger  just  asked  you,  you  read  the  petition? 

12 

aggregate  economy  works.  So  It's  not  —  it's  different 

1  "a 
1 J 

M.  Yes. 

13 

than  the  way  you  just  worded  it.  This  is  25  or  30  years 

14 

Q.    And  Is  it  fair  to  say  that  In  reaching  the 

14 

worth  of  scientific  Investigation  into  how  aggregate 

15 

analysis  that  businesses  would  close,  the  rate  at  which 

15 

economies  operate. 

16 

interest  would  be  capped  was  critical? 

16 

Q.    Well,  but  economies  are  dynamic,  are  they  not? 

17 

A.  Yes. 

17 

I  mean,  one  Industry  is  here  one  day  and  It's  gone  the 

1  a 

Q.    If  you  dont  know  what  the  cap  on  short-term 

18 

next? 

1  Q 

loans  would  be,  there  would  be  no  way  to  understand  the 

19 

A.    Of  course. 

impact  of  the  measure  on  the  businesses? 

20 

Q.    Because  supposedly  we're  great  capitalists  and 

21 

A.  Correct. 

21 

if  one  thing  doesn't  work,  we  take  our  money  and  go  do 

piK.  nrt  1  ricLU .  NO  rurtner  questions,  juage. 

22 

something  else?  Right? 

23 

THE  COURT:  Mr.  Shabsln? 

23 

A.    There  are  no  longer  blacksmiths,  very  many 

24 

MR.  SHABSIN:  Nothing  on  behalf  of  Reuter,  sir. 

24 

blacksmiths,  compared  to  the  level  of  blacksmiths  that  we 

25 

THE  COURT:  Mr.  Moore? 

25 

had  In  the  late  1800s. 
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Business  Licenses  &  Permits 
Business  License 

(Chapter  13,  Columbia  Code  of  Ordinances) 

A  business  is  defined  as  "all  kinds  of  vocations,  occupations,  professions,  enterprises, 
establishments,  and  all  other  kinds  of  activities  and  matters,  together  with  all  devices,  machines, 
vehicles  and  appurtenances  used  therein,  any  of  which  are  conducted  for  private  profit  or  benefit, 
either  directly  or  indirectly,  on  any  premises  in  this  city,  or  anywhere  else  within  its  jurisdiction, 
as  permitted  by  the  statutes  of  Missouri,  and  as  provided  for  by  the  charter  of  the  City".  (Section 
13-18,  Columbia  Code  of  Ordinances) 

Any  person  shall  be  deemed  to  be  in  business  or  engaged  in  nonprofit  enterprise  when  he/she 
does  one  act  of:  (a)  selling  any  goods  or  services;  (b)  soliciting  business  or  offering  goods  or 
services  for  sale  or  hire;  or  acquiring  or  using  any  vehicle  or  any  premises  in  the  City  for 
business  purposes. 

How  does  a  new  business  apply  for  a  license? 

To  apply  for  a  Business  License,  an  application  must  be  completed  along  with  the  appropriate 
supplemental  forms.  These  forms  are  available  at  the  Business  License  Office,  701  East 
Broadway,  Columbia,  MO  65201,  by  calling  573/874-7378  or  download  a  Business  License 
Application  form    in  Adobe  Acrobat  (.pdf)  format. 

Complete  the  forms  and  return  to  the  Business  License  Office  along  with  the  proper  payment. 
Your  business  license  will  be  mailed  after  payment  has  been  received  and  all  required 
information  has  been  obtained,  and  upon  application  approval  by  the  Business  License 
Administrator.  This  license  must  be  posted  in  a  conspicuous  location  at  the  place  of  business. 

How  much  are  the  application  fees? 

A  criminal  records  check  from  the  applicant's  resident  state  will  be  obtained  by  the  Business 
License  Office  upon  the  completion  of  a  "Disclosure  and  Authorization  Form    "  by  the 
applicant.  The  investigation  fee  for  a  Missouri  records  check  is  $13.50.  Please  contact  the 
Business  License  Office  to  receive  fee  infomiation  for  out  of  state  records  checks.  The 
application  must  be  accompanied  by  a  $20.00  application  fee  as  well  as  the  license  fee  which 
is  based  on  the  annual  gross  receipts  of  the  business: 

•  Annual  gross  receipts  less  than  $25,000  $15.00  license  fee 

•  Annual  gross  receipts  between  $25,00  and  $100,000  $25.00  license  fee 

•  Annual  gross  receipts  over  $100,000  $0.25  per  thousand 

(multiply  the  number  of  thousands  by  .25  up  to  a  maximum  fee  of  $750. 

Example:  Your  business  has  gross  receipts  of  $200,000.  Multiply  200  by  .25  to  determine  the 
license  fee  of  $50.00. 

Do  I  need  to  provide  proof  of  workers  compensation  insurance? 

Proof  of  Workers'  Compensation  insurance,  in  the  form  of  a  Certificate  of  Insurance,  must  be 
provided  by  all  construction  industry  businesses  with  one  (1)  or  more  employees. 

A  Missouri  sales  tax  number,  if  applicable,  may  be  obtained  by  contacting  the  Missouri 
Department  of  Revenue,  Jefferson  City,  MO,  or  phone  (573)751-7191. 
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How  long  is  a  business  license  valid? 

The  term  of  a  Business  License  is  July  1  of  each  year  until  the  30th  of  June  of  the  following  year. 
A  renewal  notice  shall  be  mailed  to  each  licensee  on  or  before  June  1  informing  him/her  that  the 
license  shall  expire  on  June  30  of  that  year  unless  otherwise  renewed.  For  each  month  that  such 
license  fee  remains  unpaid,  a  fee  of  15%  of  the  business  license  fee  is  assessed. 

All  businesses  must  abide  by  all  laws  and  regulations,  including  zoning,  fire  codes  and  health 
directives.  Failure  to  comply  could  result  in  suspension  or  revocation  of  the  business  license. 

BUSINESS  LICENSES  &  PERMITS 

Physical  Address:  701  East  Broadway,  Columbia,  MO  65201 

Mailing  Address:  P.O.  Box  6015,  Columbia,  MO  65205 

Phone:  (573)  874-7378  or  874-7747 

Fax:  (573)874-7761 

©2012  City  of  Columbia 
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1 

And  as  we  talked  about  earlier,  we  didn  t 

1 

foundation  and  also  that  he  would  be  testifying  on 

£. 

consiucr  trie  jIU  lenuers  nerer 

2 

something  that  was  In  the  province  of  the  Court  as  it  is  a 

3 

A.  Correct, 

3 

matter  of  law. 

4 

Q.    The  Installment  lenders.  Now,  we  referenced 

4 

Did  I  accurately  sum  that  up,  Mr.  Moore. 

5 

several  documents  that  you  relied  upon  here.  Are  those  the 

5 

MR.  MOORE:  Yes,  your  Honor. 

b 

same  types  of  items  that  you  would  look  to  as  an  economist 

6 

THE  COURT:  I  m  going  to  overrule  those 

7 

in  trying  to  predict  fiscal  Impacts  on  policy  changes? 

7 

objections  and  allow  the  witness  to  answer  the  question. 

B 

A,    Certainly  the  accumulated  body  of  knowledge  that 

8 

I'm  sure  you're  going  to  have  to  repeat  It. 

9 

existed  In  the  Journals  and  working  papers  would  be  the 

9 

BY  MR.  GREIM: 

10 

natural  source. 

10 

Q.    And  I  will.  Dr.  Haslag,  bearing  In  mind  the 

11 

Q.    And  did  you  note  that  many  of  your  conclusions, 

11 

earlier  definition  of  insufficient  that  we  referenced. 

12 

Including  your  charts.  Table  A  and  Table  B,  were  actually 

12 

which  was  inadequate,  especially  lacking  adequate  power. 

1  "5 

1 J 

placed  directly  into  the  Hscal  note  by  the  Auditor's 

13 

capacity  or  competence,  what  was  your  opinion  with  respect 

14 

to  the  sufficiency  of  the  fiscal  note? 

15 

A.    I  am  aware  of  that,  yes. 

15 

THc  COURT:  ror  tne  record,  I II  note  that  you 

1 D 

Q.    Now,  when  I  asked  you  to  determine  the 

10 

made  the  same  objection  and  If  s  overruled. 

1/ 

sufficiency  of  the  flscal  note  and  Hscai  note  summary,  did 

17 

r*\K.  riuuKt.  uan  It  jusl  DO  a  concmuing 

1  D 

1(5 

you  rely  upon  your  prior  report  that  we  just  walked  through 

18 

objection?  I  assume  he's  going  to  do  the  same  thing  for 

ly 

here? 

19 

the  fiscal  note  summary.  Judge. 

M,     Yes,  i  Olu. 

20 

ilic  cuuKi :  Just  to  make  sure  tne  recorci  is 

21 

Q.    Did  you  rely  upon  the  other  submissions  and 

21 

clear. 

iiidi.ciiai^  aflu  buurnibbiuDS  rcccivco  uy  uic  MUUiLur  anu  5novvn 

T5 
i,C 

^urry  quoul  cnat,  i^ir.  urcim.  oo  ancau* 

23 

In  fhp  ficraf  nnt"Pt  Ihcnlf? 

Ill  LilC  Mo(_ai  IIULC  ILoCll  1 

1  nc  VVi  1  liiCO^ .     VVIIOLSUU^K  IMC  Woa  11  Ic  lldLUI  c  Ul 

24 

A       Ypq  T  rtiH 

UlC  (llaUd^Ual.y  LUIIIC3  III  LIIC  lUIII)  Ul  U  IC  LI  al  IbloLIUI  1  Ul  IIIOLII 

25 

(j       Hnw  Innn  HIH  1^  ^nt^^  x/nii  ^n  frsrm  umir  nnlnlnn  nn 

al  lU  dllullllCLIL  aliu  liuiliucis  IIILU  laliyuayc. 
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1 

1 

JL 

I 

«c 

A.    It  didn't  take  Iohq.  Just  less  than  an  hour. 

/. 

Q.    And,  Mr.  Haslag,  was  your  opinion  that  the 

3 

Q.    How  about  on  the  fiscal  note  summary,  how  long 

3 

fiscal  note  was  sufficient  or  Insufficient,  given  the 

4 

did  that  take  you? 

4 

definition  I  had  given  you? 

5 

A.    Even  shorter. 

5 

A.    That  it  was  Insufficient. 

6 

Q.    Let  me  ask  you  now  about  your  opinions  In  this 

6 

Q.    And  what  was  the  reason  for  the  insufficiency  of 

7 

case,  Dr.  Haslag.  What  was  your  opinion  with  respect  to 

7 

the  fiscal  note? 

8 

the  sufficiency  of  the  fiscal  note,  bearing  In  mind  the 

8 

A.    In  the  fiscal  note,  the  one  that  leapt  out  at  me 

9 

□ennltlon  or  Insufficient  that  we  talked  about  at  the  very 

9 

the  most  would  involve  the  Department  of  Insurance, 

10 

beginning  of  your  testimony? 

10 

Financial  Institutions  and  Professional  Regulations.  If  I 

11 

riK.  riuuKt.  UDjection,  your  Honor,  attnis  point 

11 

can  read  from  the  document  that  I  have  In  front  of  me.  If 

12 

for  two  reasons.  The  primary  reason  is  the  Issue  of 

12 

the  adoption  of  the  measure  results  In  a  reduction  of  fee 

13 

whether  or  not  the  fiscal  note  Is  sufficient  and  fair  is  a 

13 

revenue  for  consumer  credit  entities,  the  Department 

14 

matter  of  law  for  the  Court  and  this  witness  Is  not 

14 

anticipates  It  would  expend  a  correspondingly  smaller 

15 

qualified  to  render  that  opinion.  Secondly,  while  I 

15 

amount  to  regulate  these  entitles.  So  as  I  go  back  ~ 

16 

recognize  he's  an  economist,  well-accomplished  to  certainly 

16 

Q.    Dr.  Haslag,  if  I  can  stop  you  there,  I  Just  want 

17 

give  us  the  data  we  have,  there's  been  no  foundation  laid 

17 

to  make  sure  we  can  ail  follow  along.  In  the  middle  of  the 

18 

whatsoever  that  he  has  ever  prepared  a  fiscal  note  or 

18 

page  here  I've  put  up  a  segment  from  the  fiscal  note.  Is 

19 

fiscal  note  summary  under  the  constraints  of  116.175. 

19 

this  what  you  Just  read  to  us? 

20 

Tnc  COURT:  And  on  that  note,  I  will  see  you-all 

20 

A.    It  Is. 

□dCK  nere  a  iillic  aiicr  one. 

Zl 

Q.    Go  ahead  now. 

22 

(A  lunch  break  was  taken.) 

22'  ' 

A.    Now,  In  the  report  that  I  submitted,  and  I 

23 

THE  COURT:  Okay.  My  notes  show  that  Mr.  Moore 

23 

believe  that  there  was  some  discussion  about  this,  this  was 

24 

had  objected  to  this  witness  giving  an  opinion  based  on  the 

24 

an  e-mail  that  was  listed  from  the  Division  of  Finance, 

25 

fact  that  he  was  questioned  —  or  his  opinion  was  without 

25 

they  Identified  a  cost  of  $675,000  per  fiscal  year.  And 

138 
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1 

then  went  on  to  say,  we  would  need  to  decrease  our  consumer 

1 

that  would  put  the  compensation  and  benefit  package  for 

2 

credit  examination  of  staff  by  four  or  five  examiners. 

2 

this  typical  person  somewhere  In  the  neighborhood  of  —  let 

3 

So  that  sets  up  a  really  simple  kind  of 

3 

me  see  If  I  can  do  —  so  30  percent,  22  —  about  $97,500. 

4 

assessment  of  whether  —  so  will  getting  rid  of  four  or 

4 

Q.    And  you  took  that,  I  guess,  times  five  to  get 

5 

five  examiners  cost  $675,0007  It  seems  to  be  a  simple  math 

5 

the  total? 

6 

question.  And  I  will  tell  you  I  looked  at  sort  of  the  — 

6 

A.    Multiplied  that  by  five  and  you  come  up  with  a 

7 

and  I  picked  the  highest  salary  guys,  so  these  are 

7 

number,  I  believe,  if  my  arithmetic  Is  correct,  $487,500, 

8 

examiners  grade  3.  Their  average  salary  was  $75,000.  This 

8 

which  Is  not  $675,000. 

9 

was  taken  from  the  Missouri  blue  book,  from  the  official 

9 

Q.    Now,  let  me  ask  you  a  few  questions.  Why  did 

10 

manual. 

10 

you  choose  a  grade  3  examiner? 

11 

Q.    Let  me  stop  you  there,  Dr.  Haslag,  and  Just  kind 

11 

A.    Well,  I  wanted  to  err  on  the  side  of  caution,  so 

12 

of  work  our  way  back  through  this.  I  think  sometimes  you 

12 

as  I  was  going  through  the  manual  and  looking  at  the 

13 

have  more  energy  after  lunch  than  anybody  else  probably 

13 

salaries,  I  thought  I  would  pick  the  higher  end  of  the 

14 

does  here.  But  I've  put  up  on  our  overhead  here  —  I  kept 

14 

salaries  In  case  those  were  the  people  who  were  separated 

15 

the  language  that  you  read  from  the  DIFP  earlier.  And  then 

15 

from  their  Jobs.  In  my  professional  opinion,  that's 

15 

beneath  It  I  put  one  of  the  two  e-mails  that  you  attached 

16 

probably  not  the  way  that  It  would  work,  but  for  purposes 

17 

as  Exhibit  A  to  your  report,  and  that  then  made  their  way 

17 

of  these  calculations.  It  was  sufficient  to  begin  my 

18 

Into  the  Auditor's  fiscal  note.  And  so  do  you  recognize 

18 

analysis. 

19 

that  as  the  second  Item  I  slid  up  onto  the  screen? 

19 

Q.    So  even  assuming  that  the  five  ~  that  five 

20 

A.    I  do. 

20 

people  were  let  go  that  were  grade  3  and  made  the  highest 

21 

Q.    And  so  you  were  Just  telling  us  about  the 

21 

amount,  we're  still.  It  sounds  like,  almost  200,000  short 

$675,000  loss  In  revenue  which  appears  down  here  towards 

22 

or  trie  675,000? 

23 

the  Dotcom  or  the  Division  or  Finance  s  internal  e-mail? 

23 

A.  Correct. 

24 

A.  Correct. 

24 

V .    HOW  long  did  it  take  you  to  perrorm  tnat 

23 

Q.    And  you  were  telling  us  that  you  then  looked  — 

25 

analysis? 

141 

14J 

1 

let's  go  back  again.  Why  did  you  go  and  look  at  the  salary 

1 

A.    About  20  minutes. 

2 

of  the  examiners? 

2 

Q.    So  then  do  you  agree  with  the  DIFP?  Do  you 

3 

A.    Well,  to  the  last  statement  and  the  —  and  what 

3 

agree  that  DIFP's  analysis  Is  correct?  And  I'll  Just 

4 

you  show  here,  they  expect  a  decrease  In  consumer  credit 

4 

direct  you  to  the  very  bottom  sentence  here,  that  It  would 

5 

examination  staff  by  four  or  five  examiners.  So  the 

5 

expend  a  correspondingly  smaller  amount  to  regulate  these 

6 

natural  question  Is,  reworded,  will  the  reduction  of  say 

6 

entitles? 

7 

five  examiners  cost  or  save  the  Division  of  Finance 

7 

A.    They  didn't  do  the  math.  I  disagree  with  that. 

8 

$675,0007 

S 

Q.    Is  there  any  other  way  In  which  the  fiscal  note 

9 

Q.    In  other  words,  is  this  going  to  be  a  wash? 

9 

Is  Insufficient,  In  your  opinion? 

10 

A.  Correct. 

to 

A.  No. 

11 

Q.    Will  getting  rid  of  four  or  five  examiners  equal 

11 

Q.    Okay.  Let  me  ask  you  about  the  fiscal  note 

12 

$675,0007 

12 

summary.  What  was  your  opinion  with  respect  to  the 

13 

A.    Correct.  Which  Is  Indeed  the  language  that  you 

13 

sufficiency  of  the  fiscal  note  summary,  again,  bearing  In 

14 

showed  on  the  previous  slide. 

14 

mind  the  definition  of  Insufficient  that  we  repeated 

15 

Q.    And  you  also  heard  ~  before  we  go  further  Into 

IS 

several  times  here  today? 

16 

this,  you  heard  Mr.  Halwes  say  earlier  that  he  actually 

16 

MR.  MOORE:  Your  Honor,  Just  so  the  record  Is 

17 

believed  that  the  top  language  from  DIFP  sort  of 

17 

clear,  I  maintain  the  same  objection. 

18 

Incorporated  or  maybe  comported  with  the  bottom  language. 

18 

THE  COURT:  That  will  be  noted.  I'll  overrule 

19 

Do  you  remember  hearing  him  say  that? 

19 

that  objection. 

20 

A.    That  was  my  understanding  of  what  he  said,  yes. 

20 

Go  ahead. 

21 

Q.    And  did  you  conclude  that  that  was  correct,  did 

21 

THE  WITNESS:  I  deemed  It  to  be  Insufficient, 

22 

your  own  Investigation? 

22 

BY  MR.  GREIM: 

23 

A.    No.  No.  So  If  the  average  salary  of  a  grade  3 

23 

Q.    And  what  were  the  reasons  that  you  deemed  it  to 

24 

examiner  for  Division  of  Finance  Is  $75,000,  If  you  take 

24 

be  Insufficient? 

25 

Into  account  the  benefits  are  about  30  percent  of  salary. 

25 

A.    In  this  case  there  were  three  items  that  stuck 
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Edward  D,  Greim  provided  information  from  Dr.  Joseph  H,  Haslag  who  identified 
himself  as  an  opponent  of  the  proposal  to  the  State  Auditor's  office. 

Mr.  Greim  made  the  following  comments: 

Please  accept  the  attached  fiscal  impact  statement  from  Dr.  Joseph  Haslag,  who  identifies 
himself  as  an  opponent  of  the  petition.  Dr.  Haslag  reaffirms  the  statement  he  recently 
submitted  for  petition  2014-007  (which  you  recently  received)  for  petition  2014-018, 
which  is  substantively  identical;  to  ensure  that  you  consider  Dr.  Haslag's  analysis  in 
evaluating  petition  2014-018  and  any  other  forms  of  the  same  petition  which  may  be 
submitted  by  the  petition's  proponents,  we  are  providing  it  to  you  again.  You  testified  in 
previous  litigation  that  you  found  Dr.  Haslag's  analysis  to  be  sound.  You  will  find  that 
Dr.  Haslag  has  updated  this  same  analysis  to  the  extent  new  data  is  available. 

As  Dr.  Haslag  has  testified,  his  analysis  by  no  means  exhausts  the  fiscal  impact  of  this 
initiative  petition.  First,  it  addresses  only  payday  and  title  lenders,  not  "510"  lenders  or 
other  lenders  who  will  be  impacted.  With  respect  to  "510"  lenders,  we  understand  that 
you  will  be  receiving  an  opponent's  statement  which  will  estimate  that  the  state  and  local 
political  subdivisions  will  stand  to  lose  at  least  several  milhon  dollars  a  year.  We  adopt 
and  support  this  statement. 

With  respect  to  banks  and  credit  unions,  who  also  make  short-term  loans  to  individuals  in 
return  for  an  overdraft  fee,  the  36%  cap  envisioned  in  this  petition  will  have  a  substantial 
impact.  It  will  preclude  banks  and  credit  unions  from  charging  overdraft  fees,  eliminating 
a  major  source  of  revenue  for  these  financial  institutions.  We  understand  that  you  will  be 
receiving  an  opponent's  statement  that  will  estimate  that  state  and  local  political 
subdivisions  will  stand  to  lose  at  least  several  million  dollars  a  year,  and  we  adopt  and 
support  this  statement. 

Second,  Dr.  Haslag  has  previously  testified  that  his  analysis  was  not  intended  to  estimate 
local  entities'  lost  tax  revenue,  but  that  a  fair  and  complete  analysis  would  also  need  to 
add  these  sums.  These  at  least  consist  of  sales  tax  and  earnings  tax  revenues  that  will  be 
lost  when  payday  and  title  stores  close. 

Finally,  Dr.  Haslag  calculated  only  some  of  the  licensing  fees  and  other  revenue  the 
Division  of  Finance  and  localities  receive  by  virtue  of  payday  and  title  loan  stores  being 
in  business.  For  example,  cities  other  than  Kansas  City  and  Springfield  (which  were 
included  in  Dr.  Haslag's  analysis)  charge  business  license  fees.  These  include  large  cities 
such  as  St.  Louis,  St.  Joseph,  and  Columbia,  Missouri.  Further,  certain  businesses 
generate  miscellaneous  fee  income  for  various  state  agencies  when  they  engage  in 
business  activity.  When  a  title  lender  re-titles  a  vehicle,  for  example,  it  must  pay  the 
Department  of  Revenue  at  least  $12.50,  plus  a  $5.00  shipping  charge. 

We  respectfully  suggest  that  state  agencies  and  local  subdivisions  should  voluntarily 
provide  the  types  of  information  I  mention  here.  If  for  any  reason  an  entity  ignores  or 
provides  an  incomplete  response  to  your  inquiry,  the  Office  of  the  Auditor  can  and 


should  follow  up  with  those  entities,  or  at  the  very  least,  consult  responses  the  entities 
recently  provided  during  the  previous  election  cycle.  I  have  provided  copies  of  those 
responses  with  this  letter. 

The  following  information  was  also  provided. 


Proposed  Statutory  Amendment  to  RsMO  Chapters  367  and  408 
Relating  to  Payday,  Title,  Installment  and  Consumer  Credit  Loans 

(2014-007) 

Name:  Joseph  Haslag,  PhD,  opponent 

Address:  5403  W.  Tayside,  Cir,  Columbia,  MO  65203 

Phone:  573-999-0333 

Fiscal  Impact  Summary 

With  the  interest  rate  ceiling  set  at  36  percent  for  loans  from  payday  store,  the  six  fiscal  impacts 
are: 

•  payday  loan  stores  close  because  revenues  do  not  cover  the  variable  cost;' 

•  Gross  Domestic  Product  in  Missouri  is  $132.80  million  lower  in  Year  1  and  $134.0 
million  lower  in  Year  2; 

•  general  revenues  collected  by  the  Missouri  Department  of  Revenue  are  $4.84  million 
lower  in  Year  1  and  $4.88  million  lower  in  Year  2; 

•  licensing  fees  collected  by  the  Missouri  Department  of  Revenue  are  $319,800  lower  in 
both  Year  1  and  Year  2; 

•  with  employee  separations,  expected  unemployment  insurance  benefits  in  Missouri 
increase  by  $8.04  million; 

•  Municipal  license  fees  fall  as  the  City  of  Kansas  City  collects  $  1 1 8,8 1 7  less  in  revenues 
in  both  Year  1  and  Year  2.  The  City  of  Springfield  loses  $4,150  in  revenues  in  both  Year 
1  and  Year  2. 

Introduction 

Per  the  November  2014  ballot  initiative  proposal,  passage  would  repeal  six  sections  of  the 
Revised  Statutes  of  Missouri.  The  six  replacement  sections  would,  in  practice,  set  the  maximum 
rate  at  36  percent  on  loans  made  by  payday  loan  stores,  title  installment  companies  and  other 
high-cost  consumer  credit  issuers.  The  interest  rate  ceiling  includes  interest  and  any  fees 
associated  with  these  loans. 

The  motivation  for  the  ballot  initiative  is  ostensibly  to  protect  consumers.  The  underlying 
premise  is  that  high  interest  rates  harm  consumers.  Such  a  conclusion  may  be  warranted  if  the 


market  for  payday  loans  is  economically  inefficient.  High  interest  rates,  however,  do  not  imply 
the  market  is  not  working  properly. 

One  market  failure,  for  example,  is  that  the  payday  loan  stores  possess  market  power.  In  other 
words,  the  interest  rates  are  high  relative  to  those  charged  by  "mainstream"  lenders  and  thus,  the 
high  rates  reflect  a  kind  of  price  gouging.  Upon  closer  inspection,  the  costs  of  producing  payday 
loans  are  higher  than  for  other  lenders.  The  market  for  payday  loans  exists  primarily  because 
borrowers  are  excluded  from  bank  loans  and  credit  cards.  Every  credit  arrangement  is  subject  to 
risk;  unexpected  events  occur  between  the  time  the  loan  is  extended  and  when  it  is  redeemed. 
Different  risks  apply  to  different  types  of  borrowers.  So,  while  every  lending  institution  realize 
some  loan  losses,  payday  loan  stores  specialize  in  providing  credit  to  those  consumers 
considered  most  likely  not  to  redeem  their  loans.  Loan  losses  for  payday  loan  stores  are  greater 
than  those  realized  by  other  lenders.  To  cover  these  higher-than-normal  costs  to  the  payday  loan 
store,  the  store  must  charge  higher  than  normal  interest  rates  to  make  normal  profits.  The  bottom 
line  is  that  high  operating  costs,  especially  the  loan  loss  rates,  account  for  the  high  interest  rates 
charged  by  payday  loan  stores.  Under  this  interpretation,  the  high  interest  rates  do  not  indicate 
the  payday  loan  stores  have  market  power. 

Market  power  often  coincides  with  significant  barriers  to  entry  in  the  market.  Over  1000  payday 
loan  stores  operate  in  Missouri.  Such  large  numbers  do  not  seem  to  indicate  that  barriers  to  entry 
are  present  in  the  payday  loan  market.  The  absence  of  barriers  to  entry  in  the  payday  loan  market 
is  consistent  with  the  notion  that  profits  in  this  industry  are  competed  away.  There  is  nothing  that 
says  high  interest  rates  cannot  exist  in  competitive  markets.  Therefore,  the  supply  side  of  the 
payday  loan  market  is  marked  by  high-than  normal  interest  rates  associated  with  higher-than- 
normal  costs  and  ordinary  profits. 

On  the  demand  side  of  the  market,  consumers  benefit  from  payday  loan  stores.  The  payday  loan 
is  unsecured  debt;  that  is,  the  borrower  does  not  offer  any  collateral  when  borrowing.  Because 
the  payday  loan  industry  is  regulated,  the  lending  arrangement  is  formalized  and  is  subject  to 
competition  from  other  stores.  Thus,  consumer  safety  regulations  apply  to  these  transactions  and 
violations  are  enforced  by  government  agencies.  In  the  absence  of  payday  loan  stores,  consumers 
would  rely  on  informal  arrangements  through  family  or  other  means  not  subject  to  regulation  and 
oversight.  We  can  assume  that  the  demand  for  unsecured  short-term  borrowing  would  not  vanish 
if  payday  loan  stores  did  not  exist.  Without  payday  loan  stores,  one  possible  unintended 
consequence  would  be  that  obtaining  credit  would  become  more  costly  for  consumers  to  find.  In 
other  words,  it  is  more  expensive  to  search  for  credit  in  the  informal  arrangements  than  to  walk 
into  a  store  that  markets  this  service. 

Overall,  the  market  for  payday  loans  operates  efficiently.  In  this  market,  the  interest  rate  is 
mutually  agreed  upon  by  both  the  payday  loan  stores  and  the  consumer.  By  implementing  an 
interest  rate  ceiling,  the  ballot  initiative  will  create  a  welfare  loss  to  Missourians.  More 
concretely,  it  is  possible  to  quantify  the  economic  loss  to  the  state  in  terms  of  lost  jobs  and  lost 


output.  With  these  losses,  Missouri  State  Government  will  also  see  a  reduction  in  revenues 
collected. 


Step  1:  The  Effect  on  Payday  Loan  Stores 

The  objective  for  a  business  owner  is  to  maximize  its  profits.  In  a  competitive  market  setting,  the 
firm  will  take  interest  rates  as  given.  It  is  reasonable  to  characterize  the  market  for  payday  loans 
as  a  competitive  market. 

In  the  market  for  payday  loans,  the  cost  structure  determines  whether  a  store  will  continue  to 
operate  or  not.  The  shut-down  condition  states  that  a  store  will  operate  as  long  as  the  competitive 
interest  rate  is  no  lower  than  the  average  variable  cost  of  operating  the  business.  For  the  purposes 
of  the  shut-down  condition,  the  fixed  costs  of  operating  the  store  are  ignored. 

Certain  conventions  are  used  in  analyzing  the  payday  loan  market.  Revenues  are  stated  in  terms 
of  dollars  per  $100  worth  of  loans.  In  other  words,  interest  payments  received  and  all  other 
transaction  fees  are  converted  to  their  value  per  $  1 00  of  loans.  For  comparison  purposes,  all 
costs  are  similarly  measured  in  terms  of  $100  of  loans.  1  will  follow  this  convention  in 
conducting  my  analysis. 

There  is  one  equation  that  is  central  to  any  analysis  of  the  payday  loan  industry.  The  formula  for 
calculating  simple  interest  is 

/ 

where  r  is  the  annual  interest  rate,  /  is  the  interest  plus  any  fees  paid  by  the  borrower/consumer, 
P  is  tlie  principal  amount;  and  I  is  the  time  period  between  when  the  loan  is  extended  and  when  it 
is  redeemed.  For  payday  loans,  the  loan  is  extended  for  14  days.  Consequently,  the  value  for  /  is 
14/365. 

To  illustrate  the  formula,  I  use  data  from  a  national  survey  conducted  by  Ernst  and  Young.^ 
Average  loan  size  was  $379  with  revenues  equal  to  $57.85.  Convert  this  to  an  amount  per  $100 

15  26 

loan  and  the  revenue  is  $15.26.  Thus,r  =  — — ^- — r  =  397.9%. 

100(14/365) 

According  to  a  January  4,  201 1  report  filed  by  Missouri's  Division  of  Finance,  the  calculation 
for  Missouri  payday  loan  stores  would  ber  =  ^pQ^^^g^g)  =  444.5%.  Compared  with  returns  on 
Treasury  securities  or  corporate  bonds,  the  interest  rate  on  payday  loans  is  very  high. 

Context  matters.  In  order  to  assess  the  returns,  it  is  vital  to  characterize  the  cost  associated  with 
payday  loan  stores.  The  Ernst  and  Young  (2009)  report  includes  estimates  of  the  cost  structure  of 
payday  loan  stores.  In  that  report,  the  mean  operating  cost  is  $13.89  per  $100  loan.  Between 


December  2009  and  October  2012,  the  average  annual  inflation  rate  has  been  2.3  percent.^  I 
assume  that  the  costs  for  the  payday  loan  store  increased  at  the  same  rate  as  inflation.  The  upshot 

17  / 

is  that  $13.89  *  (1.023)  '6  to  account  for  the  inflation  incurred  over  the  34  months  between 
December  2009  and  October  2012.  The  calculation  yields  the  November  2012  operating  costs 
per  $100,  which  is  $14.81. 

Revenues  per  $100  also  need  to  be  adjusted  to  account  for  increases  in  the  price  level  over  time. 
I  assume  that  revenues  increase  at  the  same  rate  as  the  national  inflation  rate.  The  expression  is. 

17  / 

$15.26  *  (1.023)  '6.  The  November  2012  revenue  value  is  $16.28.  Suppose  that  pay  loan 
stores  in  Missouri  are  typical  in  the  sense  that  the  revenues  and  operating  costs  are  equal  to  the 
national  levels.  The  profit  per  $100  loan  is  $16.28  less  $14.81  equals  $1.47.  With  the  cost 
accounting  done,  the  interest  rate  on  a  loan  is  yields  an  annual  expected  return  per  $100  loan 

1  47 

equal  tor  =  ^00(14/365)  ~  ^8.3%.  This  return  has  to  be  assessed  relative  to  other  unsecured  loans 

with  similar  risk  characteristics.  No  exactly  comparable  loan  has  readily  observable  interest 
rates,  but  the  reader  should  note  that  credit  card  which  is  unsecured  is  24.96  percent  for 
cardholders  identified  as  "bad  debt."^ 

Ultimately,  the  question  is  whether  payday  loan  stores  will  continue  to  operate  with  the  proposed 
interest  rate  ceiling  implemented.  Use  the  simple  interest  rate  formula  to  compute  the  interest 
and  transaction  fee  consistent  with  a  36  percent  annual  interest  rate.  For  interest  and  transaction 

fee  per  $100  loan,  the  calculation  is  done  as  follows:  36%  =  —   or/  =  36%  * 

^  100(14/365) 

100(14/365)  =  $1.38.  Thus,  the  ceiling  on  the  interest  and  transaction  fee  collected  for  a  $100 
2-week  payday  loan  is  $1.38. 

In  the  Ernst  and  Young  report,  costs  are  divided  into  three  categories.  There  are  fixed  costs, 
variable  costs,  and  hybrid  costs.  Fixed  costs  include  things  like  buildings  and  machines  that  are 
decided  upon  and  do  not  depend  on  the  volume  of  loans  made  by  the  payday  loan  store.  Variable 
costs  include  costs  that  depend  wholly  on  the  volume  of  loans  made,  such  as  loan  losses.  Hybrid 
are  part  fixed  and  part  variable.  Labor  costs  are  treated  as  a  hybrid  by  Ernst  and  Young.  During 
high-volume  periods,  payday  loan  stores  need  to  hire  more  workers.  Conversely  when  loan 
volume  is  low,  fewer  workers  are  needed.  Ernst  and  Young  justify  labor  as  a  hybrid  cost  because 
a  payday  loan  store  has  some  minimum  quantity  of  workers  regardless  of  the  loan  volume. 
According  to  the  Ernst  and  Young  report,  the  total  cost  is,  in  2012  dollars,  $14.81  per  $100  loan. 
Total  costs  include  items  fi-om  all  three  categories.  Our  first  goal  is  to  identify  a  measure  of 
variable  costs.  I  start  with  a  conservative  measure  of  variable  costs:  the  costs  of  processing  the 
payday  loan,  costs  of  obtaining  fiands  to  loan,  and  bad  debt  costs  are  my  measure  of  variable 
costs.^  These  costs  account  for  35  percent  of  total  costs  for  payday  loan  stores.  Thus,  for  my 
conservative  measure,  variable  operating  cost  is  $14.81  times  0.35  equals  $5.19  per  $100  loan. 
Under  the  interest  rate  ceiling,  the  revenue  per  $100  loan  is  $1.38.  Thus,  the  revenue  per  $100 


loan  does  not  cover  a  conservative  estimate  of  variable  costs.  With  revenues  insufficient  to  cover 
variable  costs,  the  payday  loan  store  will  shut  down. 

In  the  last  two  years,  three  states  have  implemented  an  interest  rate  ceiling  on  payday  loan  stores. 
Arkansas'  constitution  sets  the  interest  rate  ceiling  at  17  percent.  In  2008,  the  Arkansas  Supreme 
Court  found  laws  enacted  to  circumvent  the  ceiling  were  unconstitutional.  By  July  31,  2009,  all 
payday  loan  stores  were  closed.  Arizona  and  Montana  set  the  interest  rate  ceiling  at  36  percent. 
In  both  states,  reports  indicate  high  closure  rates  of  payday  loan  stores.  Such  observations  are 
consistent  with  the  notion  that  an  interest  rate  ceiling  of  36  percent  or  below  does  not  generate 
enough  revenues  to  meet  variable  costs  and  stores  shut  down. 

Step  2:  The  Effect  of  Payday  Store  Closings  on  the  Missouri  Economy 

Based  on  the  estimated  impact  that  the  interest  rate  ceiling  will  have  on  the  individual  payday 
loan  store,  the  next  calculation  is  to  examine  the  aggregate  effect  on  the  state  economy.  More 
specifically,  I  will  use  data  from  the  Missouri  Division  of  Finance  report  to  compute  the  market 
value  of  finals  sales  of  payday  loan  stores.  This  calculation  amounts  to  identifying  the  change  in 
Gross  Domestic  Product  for  Missouri  that  owes  to  the  resources  freed  by  payday  loan  stores 
shutting  down. 

Note  that  the  calculations  will  not  rely  on  any  multiplier  effect.  These  are  the  direct  resources 
freed  by  store  shutdowns  and  the  value  of  the  services  provided  by  that  shutdown.  It  is  as  if  these 
resources  migrated  to  be  productive  elsewhere,  as  in  another  state,  for  example. 

The  Division  of  Finance  study  reports  that  payday  loan  stores  in  Missouri  made  2.43  million 
loans  between  November  1,  2009  and  October  31,  2010. 1  assume  that  the  quantities  of  payday 
loans  are  constant  over  time.  For  2012,  therefore,  payday  lenders  in  Missouri  will  make  2.43 
million  loans  during  the  calendar  year.  According  to  the  Division  of  Finance  report,  the  average 
loan  value  was  $307.56.  Between  November  2010  and  October  2012,  the  annual  average 
inflation  rate  is  2.3  percent.  I  assume  the  loan  value  increases  at  the  same  rate  as  inflation. 
Therefore,$307.56  *  (1.023)^  =  $321.87.  So,  the  total  loan  volume  in  2012  is  2.43  million  x 
$321.87  per  loan  =  $782.15  million.  In  order  to  get  an  aggregate  revenue  measure,  we  use 
average  revenue  per  $100  loan  data  from  the  Ernst  and  Young  report.  Recall  that  average 
revenue  per  $100  loan,  2012  dollars,  is  $16.28.  With  aggregate  state  loan  volume  equal  to 
$782.15  million  in  2012,  this  translates  in  7.8215  million  worth  of  $100  loans.  So,  I  multiply 
7.8215  million  by  $16.28,  which  equals  $127.30  million  in  aggregate  revenues  for  payday  loan 
stores  located  in  Missouri. 

Thus,  the  annual  value  of  direct  final  sales  by  payday  loan  stores  in  Missouri  is  $127.30  million 
in  Year  1 .  By  imposing  the  interest  rate  ceiling  at  36  percent  and  the  resulting  store  closings, 
Missouri  would  see  its  Gross  Domestic  Product  decline  by  $127.30  million  in  Year  1  of  the 
interest  rate  ceiling  being  implemented.  In  Year  2,  the  economy  would  grow  relative  to  Year  1 . 
Suppose  the  final  sales  of  payday  loan  stores  is  a  constant  fraction  of  Missouri's  economy,  The 


average  annual  growth  rate  of  Missouri's  Gross  Domestic  Product  is  0.9  percent  after  adjusting 
for  inflation.  Holding  prices  constant,  therefore,  the  Year  2  loss  of  Gross  Domestic  Product  in 
Missouri  is$127 .30  million  x  1.009  =  $128A4  million. 

There  is  no  direct  measure  of  the  number  of  people  employed  in  payday  loan  stores  in  Missouri. 
Flaimery  and  Samolyk  (2005)  find  that,  on  average,  there  are  2.5  full-time  equivalent  employees 
in  each  payday  loan  store  that  has  operated  at  least  one  year.  There  are  1066  stores  operating  in 
Missouri  in  2010. 1  do  not  know  the  age  distribution  of  the  payday  loan  stores,  but  suppose  each 
store  operated  at  least  one  year.  Under  this  assumption,  payday  loan  store  closings  would  result 
in  2,665  fewer  fiill-time  equivalent  employees  in  Missouri. 

Job  losses  would  result  in  unemployment  insurance  claims.  I  use  Flannery  and  Samolyk' s  mean 
wage  and  salary  for  payday  loan  workers.  They  report  the  average  worker  makes  $3 1 ,760  per 
year.  For  the  payday  loan  worker,  the  weekly  unemployment  insurance  benefit  is  4  percent  of  the 
quarterly  wage  and  salary  or  $320,  whichever  is  smaller.  Quarterly  wage  and  salary  is 
$31,760  -4-  4  =  $7940.  Four  percent  of  the  quarterly  wage  and  salary  is$7940  x  0.04  = 
$317.60,  which  is  less  than  $320  ceiling  that  can  be  paid  to  a  worker.  The  average 
unemployment  spell  lasts  9.5  weeks.  Thus,  $317.60  x  2665  separated  workers  x 
9.5  weeks  =  $8,040,838.  After  taking  the  number  of  workers  dismissed  by  closing  payday 
lending  stores  in  Missouri,  the  expected  unemployment  insurance  benefits  paid  to  these  workers 
is  $8.04  million.  Companies  pay  unemployment  insurance  premiums  to  the  state.  When  there  is 
long-term  unemployment  that  exhausts  the  fimds  in  the  unemployment  insurance  fiind,  the  state 
borrows  from  the  Federal  government.  The  state  must  pay  the  Federal  govenmient  pay.  If  the 
fimds  from  the  unemployment  insurance  premiums  are  not  rebuilt  fast  enough,  then  the  loan 
made  by  the  Federal  government  to  state  unemployment  insurance  funds  may  be  repaid  fi-om  Net 
General  Revenue.  Note  that  2012  continues  to  see  long-term  unemployment  draining  the 
Missouri  Unemployment  Insurance  Fund,  suggesting  Missouri's  Net  General  Revenue  Fund  may 
be  responsible  for  repaying  the  Federal  Government.  Under  these  specific  conditions,  then  the 
$8.04  million  is  a  cost  borne  by  the  State  of  Missouri. 

Step  3;  The  Effect  on  Missouri  State  Net  General  Revenue 

Now  that  we  have  computed  the  effect  that  the  proposed  interest  rate  ceiling  applied  to  payday 
loan  stores  on  Missouri  economy,  we  turn  to  the  effect  that  the  policy  change  would  have  on 
revenues  collected  by  Missouri  State  Government. 

Note  that  Gross  Domestic  Product  in  Missouri  is  a  broad  measure  of  the  tax  base.  Individual 
income,  corporate  income  and  sales  taxes  collected  by  Missouri's  Department  of  Revenue  are 
related  to  the  state's  Gross  Domestic  Product.  On  average,  3.8  cents  of  each  dollar  of  Gross 
Domestic  Product  in  Missouri  is  collected  as  Net  General  Revenue  collected  by  Missouri's 
Department  of  Revenue.  In  other  words,  the  average  amount  of  individual  income  taxes, 
corporate  income  taxes  and  sales  taxes  is  3.8  cents  per  dollar  of  final  goods  and  services 


produced  in  Missouri.  Here,  the  term  "Net"  refers  to  the  balance  collected  after  refunds  are  taken 
into  account.  Based  on  this  historical  average,  if  Missouri's  Gross  Domestic  Product  declines  by 
$127.30  million,  then  $127.30  million  x  0.038  =  $4.84  million.  In  other  words,  Missouri's 
Net  General  Revenue  would  decline  by  $4.84  million  in  Year  1  of  the  interest  rate  ceiling 
because  payday  loan  stores  would  close  in  response  to  the  proposed  interest  rate  ceiling. 
Following  the  expanding  loss  of  the  tax  base  in  Year  2,  the  loss  of  Net  General  Revenue  is 
4.84  million  x  1.009  =  $4.88  million. 

In  addition,  payday  loan  stores  pay  licensing  fees  to  operate  in  Missouri.  Let  there  be  1 ,066 
payday  stores  operating  in  a  typical  year.  Then  imposing  the  interest  rate  ceiling  and  the  resulting 
store  closings  would  reduce  the  license  fees  collected  by  the  State  of  Missouri.  The  lost  license 
fee  revenue  equals  1,066  stores  x  $300  =  $319,800. 

Thus,  the  combined  revenue  loss  to  the  State  of  Missouri  is  $2.49  million  in  Year  1  and  $2.51 
million  in  Year  2  of  the  interest  rate  ceiling. 

Treat  the  costs  to  Missouri  State  Government  as  the  sum  of  foregone  revenues  and  actual 
disbursements  to  unemployment  insurance  claimants.  In  Year  1,  the  total  costs  are 
$4.84  million  +  0.32  million  +  8.04  million  =  $13.2  million.  In  Year  2,  the  total  costs  are 
$4.88  million  +  0.32  million  =  $5.2  million.  Note  that  all  the  unemployment  insurance 
benefits  are  disbursed  in  Year  1  after  the  payday  loan  stores  close,  thus  accounting  for  the  large 
difference  between  the  two  years.  See  the  appendix  Table  A  for  a  complete  characterization  of 
the  costs  in  Year  1  and  Year  2. 

Step  4:  Local  Fiscal  Impacts 

Municipalities  also  collect  revenues  from  licensing  fees  paid  by  payday  loan  stores.  According 
to  information  provided  by  Commissioner  of  Revenue,  the  City  of  Kansas  City  collected  fees 
and  revenues  from  Payday  loan  stores  equal  to  $1 18,817  in  2010.  Suppose  the  revenues  and  fees 
lost  by  the  City  of  Kansas  City  lost  are  equal  to  the  2010  amounts.  In  Year  1  and  Year  2  after  the 
interest  rate  ceiling  is  implemented,  the  City  of  Kansas  City  would  lose  $1 18,817  in  revenues 
and  fees  because  payday  loan  stores  close. 

In  addition.  City  of  Springfield  collects  $50  business  license  fee.  There  are  83  payday  loan  stores 
in  Springfield  according  the  Licensing  Representative  for  the  City  of  Springfield.  Suppose  the 
interest  rate  ceiling  is  implemented  and  all  payday  loan  stores  close.  The  City  of  Springfield 
would  lose  83  x  $50  =  $4,150  in  Year  1  and  Year  2  after  the  ceiling  is  implemented. 

Title  Lender  Analysis 

To  date,  there  are  no  studies  that  I  am  aware  of  that  characterize  the  cost  structure  for  the  title 
lenders.  Zywicki  (2008)  describes  the  market  and  standard  practices.  One  particular  description 
is  pertinent  to  this  study.  He  reports  that  roughly  1 5  percent  of  title  loans  default  with  only  half 


of  those  defaults  resulting  in  vehicle  repossession.  In  the  other  half  of  the  defaulting  loans,  the 
conditions  of  the  automobile  makes  repossession  unprofitable.  Title  loans  are,  therefore,  quasi 
secured. 

There  is  no  evidence  that  there  are  barriers  to  entry  in  the  title  lending  industry.  As  such,  the 
market  interest  rate  charged  by  auto  title  loan  companies  covers  their  costs  and  yields  a  normal 
profit.  Lowering  the  rate  to  36  percent  will,  in  my  view,  almost  assuredly  result  in  store  closings 
as  title  lenders  cannot  cover  variable  costs. 

Suppose  all  title  lending  stores  close.  According  to  the  Missouri  Division  of  Finance,  there  are 
270  title  lenders  in  Missouri.  Two  assumptions  are  necessary  to  estimate  the  impact  on  Missouri 
Gross  Domestic  Product.  1  assume  the  average  wage  for  full-time  workers  at  title  lending  stores 
is  the  same  as  those  at  the  payday  loan  stores.  I  also  assume  that  each  title  lending  store  employs 
the  same  number  of  full-time  equivalent  workers  as  payday  loan  stores.  Further,  1  assume  that 
the  GDP  reduction  suffered  by  Missouri  is  equal  to  the  amount  for  wages  lost  because  the  title 
lending  stores  close.  The  supposition  behind  the  closure  assumption  is  the  same  argument  given 
when  analyzing  the  payday  lending  stores. 

With  these  two  assumptions,  the  effect  on  the  Missouri  Gross  Domestic  Product  is  $31,760  x 
2.5  employees  per  store  x  270  stores  =  $21,438,000.  This  amount  is  calculated  based  on 
November  2010  wage  payments.  If  title  lender  employees'  wages  increase  at  the  same  rate  of 
inflation,  then  the  GDP  loss  in  2012  is  $21,438,000  *  (1.023^)  =  $22,435,489.  Thus,  the  effect 
in  Year  1  of  the  interest  rate  ceiling  is  $22.4  million.  If  lending  store  effects  grow  at  the  same 
rate  as  the  Missouri  economy,  then  in  Year  2,  Missouri  Gross  Domestic  Product  declines  by 
$22.6  million. 

The  impact  on  Missouri  Net  General  Revenue  is  3.8  cents  per  dollar  of  Missouri  Gross  Domestic 
Product  lost.  So,  in  Year  1,  Missouri  Net  General  Revenue  is  $853  thousand  and  Year  2  is  $860 
thousand. 

Missouri's  Division  of  Finance  will  lose  licensing  fees  if  the  title  lending  stores  close.  Per  store 
fees  are  $1,000.  With  270  title  lending  stores  closing,  the  state  loses  270  *  $1,000  =  $270,000 
in  fees  collected. 

There  are  also  expected  unemployment  insurance  benefits  paid  by  the  state  of  Missouri  because 
of  the  store  closings.  With  270  store  closings  and  2.5  full-time  workers  per  store,  675  workers 
are  separated  from  their  jobs.  The  expected  unemployment  insurance  claims  are  $317.60  x 
675  x  9.5  weeks  =  $2,036,610.  Provided  the  State  of  Missouri  would  need  to  borrow  these 
funds  to  pay  unemployment  insurance  benefits  and  then  repay  the  loans  out  of  Net  General 
Revenue  funds,  then  the  costs  of  additional  unemployment  insurance  benefits  would  be  $2.04 
million  to  Missouri  State  Government. 


Suppose  all  the  title  lending  stores  close  because  of  the  interest  rate  ceiling.  By  adding  together 
the  additional  costs  associated  with  title  lending  stores — that  is,  the  foregone  net  general 
revenue,  the  foregone  licensing  fees,  and  the  expected  unemployment  insurance  benefits—the 
total  costs  to  Missouri  State  Government  are  $3.16  million  in  Year  1  and  $1.13  million  in  Year  2. 
Note  these  are  costs  over  and  beyond  the  costs  associated  with  payday  lending  stores  closing. 
See  the  appendix  Table  B  for  a  complete  characterization  of  the  costs  in  Year  1  and  Year  2  if 
both  payday  lending  and  title  loan  stores  close. 


Conclusion 

A  ballot  initiative  has  been  put  forward  that  if  passed  would  limit  the  interest  rate,  including  all 
fees,  that  payday  loan  and  title  companies  could  charge  their  customers.  The  purpose  of  this 
report  is  to  assess  the  economic  impact  that  the  proposed  36-percent  interest  rate  ceiling  would 
have  on  the  Missouri  economy.  In  particular,  I  have  quantified  the  direct  economic  loss  to  the 
aggregate  state  economy  and  to  the  general  revenue  funds  that  would  accompany  the  closing  of 
payday  loan  stores.  I  explained  that  the  ballot  initiative  is  not  consistent  with  payday  loan  stores 
to  be  able  to  cover  their  variable  cost.  As  such,  these  stores  would  meet  the  shut-down  conditions 
and  would  close.  Overall,  Missouri  would  lose  GDP  worth  $127.30  million  in  Year  1  and 
$128.44  million  in  Year  2  of  the  interest  rate  ceiling.  It  follows  that  the  tax  base  shrinking  would 
also  negatively  affect  state  revenues.  Missouri's  net  general  revenue  would  fall  by  $4.84  million 
in  Year  1  and  $4.88  million  in  Year  2  after  the  interest  rate  ceiling  is  implemented. 

In  addition,  unemployment  insurance  benefits  would  need  to  be  paid  to  the  workers  losing  their 
jobs  because  the  payday  loan  stores  close.  The  expected  unemployment  insurance  benefits  paid 
by  the  State  of  Missouri  would  be  approximately  $8  million. 

Though  not  analyzed  explicitly  in  this  report,  it  is  important  to  note  that  consumers  will  suffer 
because  of  the  vanishing  suppliers  of  short-term  credit.  Revealed  preference  tells  us  that  if  an 
alternative  mechanism  for  obtaining  short-term  credit  were  available  and  if  the  transaction  costs 
were  less  than  or  equal  to  the  costs  of  using  payday  loan  stores,  then  consumers  would  choose 
this  alternative  mechanism.  Indeed,  informal  loan  networks — families  and  underground 
lenders — exist.  Yet,  the  market  determined  interest  rate  I  mutually  beneficial  to  both  payday  loan 
stores  and  to  those  who  borrow  from  these  stores.  Backward  induction  tells  us  that  the  payday 
loan  store  is  in  many  instances  the  low-transaction-cost  means  of  means  of  obtaining  credit. 
Otherwise,  no  market  transactions  would  be  observed  through  payday  loan  stores.^ 


Appendix  Table  A 
Summary  of  Costs  to  State  of  Missouri 


(Payday  Lending  Stores  only) 


Type  of  Costs 

Yearl 

Year  2 

(1)  Lost  Gross  Domestic 
Product  by  State 

$127  JO  million 

$128.44  million 

(2)  Lost  Net  General  Revenue 
to  Missouri 

$4.84  million 

$4.88  million 

(3)  Unemployment  Insurance 
Benefits 

$8.04  million 

n/a 

(4)  Lost  License  Fees  Paid  to 
Missouri 

$0.32  million 

$0.32  million 

Total  Costs  to  Missouri 
(combined  revenues  lost  and  benefits 
paid;  that  is,  (2)  +  (3)  +(4) ) 

$13.20  million 

$5.20  million 

Appendix  Table  B 
Summary  of  Costs  to  State  of  Missouri 


(Payday  Lending  Stores  and  Title  Loan  Stores  combined) 


Type  of  Costs 

Yearl 

Year  2 

(1)  Lost  Gross  Domestic 
Product  by  State 

$149.7  million 

$151.04  million 

(2)  Lost  Net  General  Revenue 
to  Missouri 

$5.69  million 

$5.74  million 

(3)  Unemployment  Insurance 
Benefits 

$10.08  million 

n/a 

(4)  Lost  License  Fees  Paid  to 
Missouri 

$0.59  million 

$0.59  million 

Total  Costs  to  Missouri 
(combined  revenues  lost  and  benefits 
paid;  that  is,  (2)  +  (3)  +(4) ) 

$16.36  million 

$6.33  million 

^  Note  that  the  Missouri  Division  of  Finance  assumes  that  all  title  loan  stores  would  shut  down  if  the  interest  rate 
ceiling  is  implemented. 

^  In  a  report  published  by  the  Federal  Deposit  Insurance  Corporation,  Flannery  and  Samolyk  (2005)  survey  payday 
loan  facilities.  In  Figure  1  of  their  report,  there  is  1  payday  loan  store  per  1000  people  in  Missouri.  See  Flannery, 
Mark  and  Katherine  Samolyk  (2005),  "Payday  Lending:  Do  the  Costs  Justify  the  Price?"  FDIC  Center  for  Financial 
Research  Working  Paper  no  2005-09. 

^  "The  Cost  of  Providing  Payday  Loans  in  a  US  Multiline  Operator  Environment"  Ernst  and  Young,  September  2009. 
"  The  October  2012  reading  of  the  Consumer  Price  Index  was  231.7  while  the  December  2009  reading  was  217.3. 
The  average  inflation  rate  between  these  two  dates  is  2.3  percent  at  annual  rate. 

^See  http://www.creditcards.com/press-releases/CreditCards-Weekly-Credit-Card-Rate-Report-June-29-2011.php. 
*  Ernst  and  Young  also  identify  a  cost  as  a  hybrid  with  is  comprised  of  costs  that  have  both  variable  and  fixed 
attributes.  Wage  and  salary  is  the  largest  component  in  the  hybrid  category,  accounting  for  nearly  26  percent  of 
total  operating  costs. 

'  Morgan  and  Strain  (2008)  present  survey  evidence  on  the  effects  of  interest  rate  ceilings  have  on  measures  of 
consumer  well  being.  See,  Morgan,  Donald  P.  and  Michael  R.  Strain  (2008),  "Payday  Holidays:  How  Households 
Fare  After  Payday  Credit  Bans,"  Federal  Reserve  Bank  of  New  York  Staff  Report  no.  309. 


Robert  Zeitler  provided  information  as  an  opponent  of  this  initiative  petition. 

Mr.  Zeitler  indicated  here  are  fiscal  comments  regarding  the  pay  day  lending  initiative 
petition  in  addition  to  my  earlier  letter: 

It  is  estimated  that  the  proposed  state  law  ban  on  bank  overdraft  loans  would  result  in  a 
loss  to  state  general  revenue  of  approximately  $17,372,808. 

This  estimate  is  based  on  the  following  assumptions: 

(1)  Nationwide  in  2008,  bank  overdraft  loan  fees  totaled  $23,700,000,000. 
http://consimierfed.org/pdfs/CommentsPaydayandOverdraftGuidanceAug2011.pdf 

(2)  Per  the  Census  Bureau,  Missouri  has  1.929026%  of  the  US  population, 
http :  //quickf  acts  .census .  go  v/qfd/states/29000.html 

(3)  A  reasonable  way  to  estimate  total  bank  overdraft  fees  in  Missouri  and  their 
contribution  to  Missouri  Gross  Domestic  Product  is  to  allocate  the  nationwide  fees  to 
Missouri  in  proportion  to  the  state's  percentage  of  the  national  population.  That 
calculation  yields  $457,179,162  ($23,700,000,000  X  .01929026) 

(4)  In  Missouri,  State  General  Revenue  collects  about  3.8%  of  Gross  Domestic  Product. 
(See  Haslag  fiscal  comments  to  pay  day  lending  initiative  petition) 

(5)  Accordingly,  the  ban  on  bank  overdraft  loan  fees  would  result  in  the  loss  of 
approximately  $17,372,808  in  State  General  Revenue  collections.  ($457,179,162  X  .038) 

Based  on  my  25  years  of  experience  in  the  consumer  finance  industry,  I  think  this 
proposal  will  also  result  in  significant  job  loss  as  follows: 

2400  jobs  in  the  payday  loan  industry:  1200  stores  X  2  employees 

1200  jobs  at  pawn  stores:  600  stores  X  2  employees 

2000  jobs  with  installment  lenders:  1000  businesses  X  2  employees 

1000-2000  jobs  at  banks 

The  following  information  was  also  provided 


PROPOSED  STATUTORY  AMENDMENT  TO  RsMO  CHAPTERS  367  AND  408 


Relating  to  Payday,  Title,  Installment  and  Consumer  Credit  Loans 

(2014-007) 

Name:  Robert  Zeitler,  Opponent 

Address:  1209  Diamond  Valley  Drive,  St.  Louis,  MO  63049 
Phone:  314-368-2838 

The  Impact  of  Initiative  Petition  14-007  on  the  Banking  Industry 

The  State  Auditor  should  consider  the  potential  impact  of  the  proposed  measure.  Initiative 
Petition  14-007,  on  the  banking  industry.  As  of  June  30,  2012,  there  were  274  banks  and  six 
nondeposit  trust  companies  regulated  by  the  Missouri  Division  of  Finance.'  Missouri  ranks  fifth 
in  the  nation  in  the  number  of  state-chartered  banks  and  fifth  in  the  number  of  total  banks  with 
303.^  Assets  in  Missouri  state-chartered  banks  totaled  $94.4  billion,  deposits  totaled  $78.7 
billion,  and  loan  volume  totaled  $54.4  billion."*  The  Missouri  banking  industry  will  be  affected 
by  the  proposed  measure  as  the  proposed  measure  would  cap  the  fees  and  interest  charged  by 
banks  in  connection  with  loans  at  36%.  Currently,  banks  earn  a  substantial  amount  of  revenue  as 
a  result  of  fees  collected  in  excess  of  that  amount. 

In  recent  comments  to  the  Office  of  the  Comptroller  of  the  Current  on  Deposit-Related 
Consumer  Credit  Products,  the  Center  for  Responsible  Lending  stated: 

The  most  dramatic  growth  in  expensive  short-term  lending  by  mainstream  banks  has  been 
in  high-fee  overdraft  loans,  which  today  cost  Americans  billions  of  dollars  a  year. . .  What 
began  ad-hoc  occasional  courtesy  that  banks  and  credit  unions  provided  to  their 
customers  grew  to  a  $10.3  billion  "service"  in  2004  and  to  a  $23.7  billion  one  in  2008.'* 

The  APR  on  an  overdraft  repaid  in  two  weeks  ranges  fi-om  910%  to  3250%,'  well  in  excess  of 
the  36  %  cap  imposed  by  the  proposed  measure.  It  has  been  reported  that  the  rise  in  overdraft 

'  See  http://finance.mo.gov/banks/. 

Ud. 

'Id. 

*  Available  at  http://www.consumerfed.org/pdfs/ComnientsPaydayandOverdraftGuidanceAug201  l.pdf. 
'  See  the  FDIC  Survey  of  Bank  Overdraft  Programs,  available  at 

http://www.fdic.gov/bank/analytical/overdraft/FDIC138_ExecutiveSummary_v508.pdf  and  "2012  CPA  Survey  of 
Big  Bank  Overdraft  Loan  Fees  and  Terms"  available  at 

http://www.consumerfed.org/pdfs/Studies.CFAOverdraftSurveyUpdateJune2012.pdf  ("The  cost  of  a  $100  overdraft 


options  are  the  banking  industry's  "answer"  to  payday  loans.^  Banking  consultants  market  the 
services  to  banks  as  a  payday  lending  alternative,  stating: 

Some  bank  customers  are  driven  by  convenience  and  the  need  for  short  term  funds.  They 
are  willing  to  pay  for  the  privilege  of  spending  money  they  don't  quite  have  yet. 
Somehow,  these  customers  will  get  the  money  they  need.  Wary  of  the  uncertain 
consequences  of  overdrawing  their  checking  account,  many  pay  routine  bills  late  and 
incur  late  fees,  many  also  choose  to  patronize  payday  loan  outfits,  cash  checking  services 
and  the  like.  The  result?  Your  customers  are  paying  big  fees  to  meet  their  simple  banking 
needs,  but  not  to  you.  With  the  OverdraftHonor  program,  you  can  give  your  customers  an 
alternative,  one  that  saves  them  money  while  dramatically  increasing  your  fee  income.^ 

Banking  consultants  are  correct  in  that  the  overdraft  programs  have  the  potential  to  increase  a 
bank's  fee  income.  Banks  earn  a  substantial  amount  of  revenue  based  on  non-sufficient  ftmd 
fees.  In  fact,  the  FDIC  reports: 

The  banks  earned  an  estimated  $1 .97  billion  in  NSF-related  fees  in  2006,  representing  74 
percent  of  the  $2.66  billion  in  service  charges  on  deposit  accounts  reported  by  these 
banks  in  their  Reports  of  Conditions  and  Income  (Call  Reports).  Total  NSF-related  fee 
income  accounted  for  roughly  6  percent  of  the  total  net  operating  revenues  earned  by  the 
banks.  Banks  operating  automated  overdraft  programs  earned  $1.77  billion  in  NSF  fees  in 
2006,  accounting  for  90  percent  of  total  NSF  related  fee  income  earned  by  the  entire 
study  population.^ 

The  proposed  measure  would  cost  banks  a  substantial  portion  of  the  amount  they  currently 
generate  on  NSF-related  fees.  While  some  have  previously  suggested  that  the  intent  was  not  to 
include  banks  within  the  scope  of  the  proposed  measure,  Missouri  courts  will  look  to  the 
language  of  the  initiative  to  make  that  determination.  Banks  have  previously  relied  on  cases 
such  as  Video  Trax  to  argue  that  overdraft  fees  are  not  interest,  but  that  case  will  not  save  banks 
from  application  of  the  proposed  measure  here. 

repaid  in  two  weeks,  adding  up  initial  and  sustained  overdraft  fees  that  would  accrue  in  that  time  period,  was 
computed  as  if  this  were  a  closed-end  payday  loan.  The  highest  equivalent  APRs  are  charged  by  Fifth  Third  Bank 
(3,250%),  RBS  Citizens  (2,779%),  PNC  Bank  (2,574%),  and  U.S.  Bank  (2, 1 58%)... The  lowest-cost  two-week 
overdraft  loans  are  made  by  Citibank  at  884%  (checks),  HSBC  (checks)  and  Wells  Fargo  at  910%  and  by  Regions  at 
936%."). 

*  See  "Bounce  Protection:  How  Banks  Turn  Rubber  into  Gold  by  Enticing  Consumers  to  Write  Bad  Checks  An 
Examination  of  Bounce  Protection  Plans,"  available  at  http://www.nclc.org/images/pdf/overdraft  Joans/bounce- 
protection-appendix-2003  .pdf 

Ud. 

'  FDIC  Survey  of  Bank  Overdraft  Programs,  available  at 

http://www.fdic.gov/bank/analytical/overdraft/FDIC138_ExecutiveSummary_v508.pdf. 


In  Video  Trax,  a  business  checking  account  holder  alleged  that  an  overdraft  fee  was  "interest"  in 
excess  of  the  lawful  amount  allowed  under  the  National  Bank  Act.  Video  Trax,  Inc.  v. 
NationsBank,  N.A.,  33  F.Supp.2d.l041,  1045  (S.D.  Fla.  1998).  The  Bank  argued  that  the 
overdraft  fees  did  not  constitute  "interest"  within  the  meaning  of  the  usury  provisions  of  the  Bank 
Act.  The  court  did  not  hold  that  overdraft  fees  are  never  interest,  but  rather  made  a  specific 
finding  relating  to  a  specific  provision  of  federal  law.  Id.  at  1050.  The  court  held:  "Because  the 
[overdraft]  fees  were  not  imposed  in  connection  with  a  credit  transaction,  the  fees  are  not  interest 
as  defined  by  the  Bank  Act."  Id. ' 

The  proposed  measure  reads  as  follows: 

408.100  .2.This  section  shall  apply  to  all  loans. . .  except  that  it  shall  not  apply  to  loans 
which  are  secured  by  a  lien  on  real  estate,  nonprocessed  farm  products,  livestock,  farm 
machinery  or  crops  or  to  loans  to  corporations.  On  any  loan  subject  to  this  section,  any 
person,  firm,  or  corporation  may  chairge,  contract  for  and  receive  interest  on  the  unpaid 
principal  balance  at  rates  agreed  to  by  the  parties  provided  that  the  interest,  fees  and 
finance  charges  shall  not  exceed  an  annual  percentage  rate  of  thirty-six  percent. 

First,  it  is  important  to  note  that  there  is  no  blanket  exemption  for  bank  loans.  While  some  bank 
loans  may  be  exempt  because  they  are  "secured  by  a  lien  on  real  estate,  nonprocessed  farm 
products,  livestock,  farm  machinery  or  crops  or  to  loans  to  corporations,"  many  bank  loans  are 
not  covered  by  such  exemptions.  Indeed,  the  trial  judge  commented  during  the  trial  over  the 
same  language  "I  don't  see  where  . . .  banks  would  be  exempt  from  this  rule."  Trial  Transcript, 
239:8-9. 

The  real  question  is  not,  as  it  was  in  Video  Trax,  whether  overdraft  fees  constitute  "interest" 
within  the  meaning  of  the  usury  provisions  of  the  Bank  Act,  but  rather  whether  the  charging  of 
an  overdraft  fee  constitutes  a  "loan"  and  whether  an  overdraft  fee  is  an  "interest,  fee  or  finance 
charge"  which  would  exceed  an  APR  of  36%  within  the  meaning  of  the  proposed  measure."^ 

Missouri  courts  have  held  that  payment  of  overdraft  fees  constitutes  a  loan.  See  Hill  v. 
Mercantile  First  Nat.  Bank  of  Doniphan,  693  S.W.2d  285,  291  (Mo.  App.  S.D.  1985)  ("The 
payment  of  an  overdraft  constitutes  a  loan  by  the  bank  to  the  drawer  of  the  overdraft,  a  loan  for 
which  the  drawer  is  liable.")."  The  interest,  fee  or  finance  charge  on  an  overdraft  fee  is  in 


'  "[T]he  Court  finds  that  the  term  "interest  rates"  or  "rates  of  interest"  as  used  in  §  85  of  the  Bank  Act  ought  to  be 
construed  in  comphance  with  the  term's  plain  and  ordinary  meaning  and  its  well  entrenched  federal  common  law 
meaning,  so  as  not  to  include  contingent  default  fees."  Id  at  1055. 

' '  See  also  Vandagrift  v.  Masonic  Home  of  Mo. ,  1 45  S.  W.  448,  45 1  (Mo.  1 9 1 2)  ("[F]or  the  overdrafts  of . . .  any  . . . 
depositor,  the  bank  extended  credit  to  them  and  expected  them  to  repay  such  indebtedness.  This  consists  with  the 
rule  of  law  that  the  relation  of  debtor  and  creditor  subsists  between  a  bank  and  its  depositors...  This  rule  is 
necessarily  reciprocal,  so  that,  when  a  bank  permits  its  customer  to  overdraw,  he  thereby  becomes  the  debtor  and  the 
bank  the  creditor,  or  a  reversal  of  positions  takes  place  without  any  change  in  the  nature  of  their  legal  relations."). 


excess  of  36%.  The  FDIC  has  reported  that  the  APR  for  the  typical  overdraft  situation  is  over 
1000%.'^ 

This  will  substantially  affect  the  millions  of  dollars  earned  by  banks  in  Missouri  on  NSF  fees. 
There  are  other  services  offered  by  banks  in  addition  to  overdraft  programs  that  will  similarly  be 
affected  by  this  proposed  measure.  Substantial  changes  to  the  overdraft  programs  or  availability 
of  such  programs  has  the  potential  to  significantly  impact  the  spending  decisions  of  Missouri 
consumers,  which  would  result  in  further  losses  to  the  state  in  the  form  of  lost  state  and  local 
sales  tax  revenue.  In  addition,  there  is  no  reason  to  expect  that  Missouri  credit  unions,  which 
have  reported  603,838  loans  totaling  $5.36  billion,'^  would  similarly  be  affected  in  Missouri. 

The  proposed  measure  will  prohibit  banks,  and  other  entities,  from  offering  certain  services 
which  they  now  currently  offer.  In  doing  so,  it  will  cost  these  industries  millions  of  dollars.  This 
will,  in  turn,  cost  the  state  of  Missouri  and  local  governments,  millions  in  lost  tax  revenue. 


FDIC  Survey  of  Bank  Overdraft  Programs,  available  at 
http://www.fdic.gov/bank/anaIytical/overdraft/FDIC  1 38_ExecutiveSummary  v508.pdf. 

See  Missouri  Credit  Unions'  201 1  Scorecard,  available  at 
https://www.mcua.0rg/sites/default/r1les//files/Publications/ScorecardWEB.pdf 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Health 
and  Senior  Services,  the  Department  of  Public  Safety,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  Taney  County,  the 
City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City 
of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  West  Plains,  Cape 
Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School 
District,  University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  and  local  governmental  entities  could  have  annual  lost  revenue  estimated  of  at  least  $17 
million  f  the  proposal  results  in  significant  business  closures.  Changes  in  economic  activity 
could  offset  these  potential  losses  by  an  unknown  amount. 
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Subject 

Initiative  petition  from  Herman  Kriegshauser  regarding  a  proposed  constitutional 
amendment  to  Article  X.  (Received  February  13,  2013) 

Date 

March  4,  2013 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College,  University  of  Central  Missouri,  Harris-Stowe  State  University,  Lincoln 
University,  Missouri  State  University,  Missouri  Southern  State  University,  Missouri 
Western  State  University,  Northwest  Missouri  State  University,  Southeast  Missouri 
State  University,  and  Truman  State  University. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  legislation. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

Donations  to  schools  have  no  impact  on  the  foundation  formula;  therefore,  a  receiving 
school  district's  state  aid  is  not  reduced  when  a  donation  is  received.  The  receiving  school 
has  discretion  over  spending  the  funds,  unless  the  donation  is  accompanied  by  specific 
donor  requirements.  The  potential  for  donated  funds  cannot  be  estimated  as  it  depends 
upon  the  actions  of  individual  and  corporate  taxpayers. 

Tax  subsidies,  on  the  other  hand,  reduce  the  state's  tax  revenues  and  decrease  the  amount 
of  money  available  to  be  distributed  equitably  through  the  foundation  formula  for  public 
schools  and  all  public  school  students.  The  potential  for  lost  revenue  cannot  be  estimated 
as  it  depends  upon  the  actions  of  individual  and  corporate  taxpayers. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  contained  in 
this  initiative  petition  would  have  no  direct,  foreseeable  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  this  initiative  petition  has  no 
impact  on  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 


Officials  from  the  Department  of  Revenue  indicated  this  proposal  would  increase 
personal  service  and  expense  and  equipment  costs  for  their  department  by  $229,730  for 
fiscal  year  2014,  $204,700  for  fiscal  year  2015,  and  $206,861  for  fiscal  year  2016. 

This  petition  provides  a  Missouri  State  Income  Tax  Credit  of  60%  to  individuals  and 
corporations  who  donate  directly  to  a  Missouri  not-for-profit  elementary  and  secondary 
schools  and/or  school  districts,  and  Missouri  not-for-profit  foundations  which  provide 
scholarships  for  graduates  of  Missouri  secondary  schools  to  attend  Missouri  not-for-profit 
higher  education  colleges,  and  universities. 

The  United  States  Department  of  the  Treasury  and  Internal  Revenue  Service  approve 
these  foundations  for  donors  to  currently  qualify  to  receive  a  tax  deduction  against  their 
Federal  and  Missouri  state  income  taxes  due. 

This  Missouri  state  income  tax  credit  is  to  be  applied  to  the  actual  amount  of  the  donation 
and  to  be  subtracted  from  the  donor's  Missouri  state  income  tax  due  for  the  taxable  year 
in  which  the  donation  is  made,  but  not  to  exceed  the  donor's  Missouri  state  income  tax 
liability  for  that  taxable  year. 

This  tax  credit  is  in  addition  to  all  Federal  and  Missouri  state  income  tax  deductions 
currently  allowable  to  the  donor.  Further,  if  Missouri  voters  approve  through  an  initiative 
petition  or  by  a  referendum  of  the  General  Assembly,  a  Missouri  Constitutional 
amendment  to  abolish  or  repeal  the  current  Missouri  state  income  tax  on  individuals 
and/or  corporations  and  a  different  method  of  taxation  is  legislated  to  replace  the  lost 
revenues,  then  60%  of  the  amount  of  the  individual  or  corporation  donation  would  be 
refunded  to  the  donor  by  the  Missouri  Department  of  Revenue  from  the  state  tax  revenues 
then  collected  from  the  taxpayer  donor  through  the  new  method  or  form  of  taxation. 

Tax  credits  create  an  unknown,  negative  impact  on  total  state  revenue.  The  department 
will  need  to  make  forms  changes.  The  department  and  ITSD-DOR  will  need  to  make 
programming  changes  to  various  tax  systems. 

The  IT  portion  of  the  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $22,722. 
The  value  of  the  level  of  effort  is  calculated  on  840  FTE  hours. 
The  department  expects  additional  staff  to  be  needed  in  the  following  divisions: 
Personal  Tax: 

One  (1)  Revenue  Processing  Technician  I  (Range  10,  Step  L)  per  6,000  additional  tax 
credits  claimed. 

Collections  &  Tax  Assistance  (CAT A): 

One  (1)  Tax  Collection  Technician  (Range  10,  Step  L)  for  every  additional  15,000 
contacts  annually  on  the  non-delinquent  tax  line  with  CARES  equipment. 


One  (1)  Revenue  Processing  Technician  I  (Range  10,  Step  L)  per  4,800  contacts  annually 
to  the  field  offices  with  CARES  equipment. 

One  (1)  Tax  Collection  Technician  (Range  10,  Step  L)  for  every  additional  15,000 
contacts  annually  on  the  delinquent  tax  line  with  CARES  equipment. 

Corporate  Tax: 

One  (1)  Revenue  Processing  Technician  1  (Range  10,  Step  L)  per  6,000  additional  tax 
credit  redemptions  with  CARES  phone  system. 

DOR  officials  made  the  following  additional  comments: 

The  department  requests  clarification  as  to  the  intent  of  the  following  provision.  The 
language,  as  written,  appears  to  require  the  individual  or  corporation  to  donate  to  both 
not-for-profit  foundations. 

A  Missouri  State  Income  Tax  Credit  of  sixty  percent  (60%)  is  provided  to  individuals  and 
corporations  who  donate  directly  to: 

a.  Missouri  not-for-profit  elementary  and  secondary  schools  and/or  school  districts, 
and 

b.  Missouri  not-for-profit  foundations  which  provide  scholarships  for  graduates  of 
Missouri  secondary  schools  to  attend  Missouri  not-for-profit  higher  education 
colleges,  and  universities. 

The  department  recommends  clarifying  that  the  credit  is  sixty  percent  (60%)  of  the 
donation. 

The  department  recommends  changing  the  term  "donors"  to  "donor's." 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department.  Adoption  of  this  tax  credit  may  result  in  a  decrease  in  general 
revenue  available  to  the  state  for  all  programs.  Whether  or  not  their  department  would  be 
impacted  depends  on  the  appropriation  process. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated: 

This  proposed  amendment  creates  a  tax  credit  against  state  income  taxes  for  individual 
and  corporate  contributors  to  non-profit  schools  and  scholarship  foundations  in  Missouri, 
in  addition  to  all  current  deductions  allowable.    There  is  no  impact  on  the  Office  of 


Administration.  However,  there  is  a  statewide  impact  due  to  the  substantial  loss  of 
general  revenue  funds. 

This  proposal  will  annually  reduce  general  and  total  state  revenues  by  up  to  an  estimated 
$236.5  -  $938.0  million. 

Individual  Income  Tax 

According  to  the  IRS  Statistics  of  Income  for  Missouri,  Tax  Year  2010,^  the  IRS 
estimates  contributions  deducted  from  income  tax  totaled  $2,840M.  However,  this  figure 

is  limited  to  those  taxpayers  that  itemize  contributions  on  their  tax  form,  roughly  24 
percent  of  taxpayers.  This  proposal  does  not  limit  the  credit  to  only  those  taxpayers  that 
itemize  deductions,  and  thus  appears  to  be  available  to  all  taxpayers,  so  the  actual 
charitable  contributions  could  be  as  high  as  $11,833M. 

The  IRS  data  does  not  identify  the  amount  of  contributions  that  may  have  been  made  to 
educational  institutions.  However,  a  report  from  GivingUSA  notes  education  donations 
comprise  13%  of  all  charitable  giving.  Therefore,  applying  the  13%  ratio  suggests  that 
Missouri  donations  are  an  estimated  $369.2M  -  $1,538.3M.  A  60%  credit  would  thus 
reduce  general  and  total  state  revenues  by  up  to  $221. 5M  -  $923. OM.  Budget  and 
Planning  (BAP)  notes  that  this  tax  credit  is  not  refundable  or  transferable,  which  will 
mitigate  some  of  these  lost  revenues. 

Corporate  Income  Tax 

According  to  the  IRS  Statistics  of  Income  for  Tax  Year  2008  (the  most  recent  available),^ 
the  IRS  estimates  US  corporations  made  $12.448B  in  contributions.  BAP  assumes  1.6% 
of  those  were  made  by  Missouri  taxpayers,"^  or  $199M.  Applying  the  13%  ratio  provided 
above  suggests  that  Missouri  education  donations  are  $25.9M.  A  60%  credit  would  thus 
reduce  general  and  total  state  revenues  by  $15.5M. 

Technical  Comments 

1.  BAP  assumes  if  this  proposal  is  approved  by  voters  in  November  2014,  it 
becomes  effective  immediately  upon  certification.  Thus,  the  first  year  of 
fiscal  impact  would  be  Tax  Year  2014,  or  Fiscal  Year  2015. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  has  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  they  can't  see  that  this  directly  affects 


'  http://www.irs.gov/pub/irs-soi/ 

^  http://www.nps.gov/partnerships/fundraising_individuals_statistics.htm 

^  http://www.irs.gov/pub/irs-soi/08co02ccr.xls 

"  Based  on  the  ratio  of  IVIissouri  tax  to  the  US  Total,  Morgan  Quitno  State  Ranl<ings  201 0,  p.267. 


their  city  unless,  by  some  stretch,  deductions  decrease  available  state  funds  that  might 
otherwise  be  distributed  to  local  governments. 

Officials  from  the  City  of  Jefferson  indicated  they  do  not  believe  this  proposal  would 
have  any  fiscal  impact  on  their  city  should  this  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  (cost  or  savings)  on  their  city. 

Officials  from  the  City  of  Kirkwood  indicated  there  would  be  no  fiscal  impact  on  their 
city. 

Officials  from  the  City  of  St.  Joseph  indicated  there  would  be  no  direct  impact  on  their 
city  since  they  receive  no  income  tax  revenue. 

Officials  from  Metropolitan  Community  College  indicated  this  would  have  a  positive, 
although  unknown,  fiscal  impact  on  their  college. 

Officials  from  the  University  of  Central  Missouri  (UCM)  indicated: 

Quantifying  the  fiscal  impact  of  this  proposed  tax  credit  requires  speculation  both  as  to 
potential  donation  increases,  and  as  to  what  the  state  would  do  to  offset  the  revenue  loss 
that  would  result  from  providing  donors  the  60%  tax  credit.  Approximately  $1.5  million 
of  UCM's  $2.46  million  in  fundraising  from  last  fiscal  year  is  from  Missouri  residents, 
which  could  potentially  equate  to  $900k  in  tax  credits  for  donors.  The  question  is  how 
would  the  state  of  Missouri  compensate  for  the  loss  of  state  income  tax  revenue?  If  the 
loss  of  state  income  tax  revenue  would  result  in  additional  reductions  in  public  higher 
education  funding,  the  proposal  could  possibly  have  a  negative  impact  on  Missouri  public 
higher  education  institutions. 

Both  private  and  public  education  could  potentially  benefit  from  increased  giving 
stimulated  by  the  tax  credit.  However,  only  public  education  would  be  at  risk  for  funding 
cuts  resulting  from  state  revenue  loss.  If  donations  across  the  state  increased  in  future 
years,  the  disproportional  burden  bom  by  state  education  would  only  increase. 

Officials  from  Missouri  State  University  indicated: 

The  proposed  60%  Missouri  State  Income  Tax  Credit  would  provide  a  tremendous 
advantage  to  the  Missouri  State  University  Foundation  in  order  to  attract  additional 

endowed  scholarships  for  the  university.  It  would  provide  much  needed  resources  to 
making  higher  education  affordable  and  accessible  to  a  much  larger  population. 
However,  a  potential  downside  would  be  if  the  state  would  lose  significant  revenue  as  a 
result  of  the  tax  credits  and  thus  be  forced  to  reduce  funding  to  higher  education,  we  may 
find  ourselves  in  no  better  position. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Public 
Safety,  the  Governor's  office,  the  Department  of  Transportation,  the  Office  of  State 
Courts  Administrator,  the  Secretary  of  State's  office,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  University  of  Missouri,  and  St.  Louis  Community  College, 
Harris-Stowe  State  University,  Lincoln  University,  Missouri  Southern  State 
University,  Missouri  Western  State  University,  Northwest  Missouri  State 
University,  Southeast  Missouri  State  University,  and  Truman  State  University. 

Fiscal  Note  Summary 

Annual  state  government  revenue  may  decrease  by  an  estimated  $236  million  to  $938  million. 
Annual  state  operating  costs  may  increase  by  at  least  $200,000.  Reduced  state  revenue  could 
result  in  decreased  state  funding  for  local  governments  and  public  education  entities.  Public 
education  entities  could  have  an  unknown  increase  in  donation  revenue. 
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Subject 

Initiative  petition  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  IX.  (Received  March  18,  2013) 

Date 

April  5,  2013 
Description 

This  proposal  would  amend  Article  IX  of  the  Missouri  Constitution. 


The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 


The  Missouri  Association  of  School  Administrators  (submitted  by  Roger  Kurtz)  and 
the  Missouri  National  Education  Association  (submitted  by  Ann  Jarrett)  provided 
information  as  opponents  of  the  proposal  to  the  State  Auditor's  office. 

Scott  Dieckhaus  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 

Katherine  Casas  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 

Amanda  Henry  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 

Joe  Knodell  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Marc  EUinger  on  behalf  Proponents  of  the  Proposed  Measure  provided  information 
as  a  proponent  of  the  proposal  to  the  State  Auditor's  office. 

Representative  Stephen  C.  Cookson,  Missouri  House  of  Representatives  provided 
information  as  a  proponent  of  the  proposal  to  the  State  Auditor's  office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  resulting  from  this  proposal  could  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  fiscal  impact  for 
their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 

they  assume  this  initiative  will  have  no  cost  on  their  agency  beyond  what  is  currently  in 
the  ESEA  waiver.  School  districts  electing  to  adopt  the  Missouri  Educator  Evaluation 
System  developed  by  the  Department  of  Elementary  and  Secondary  Education  should 
incur  no  cost  in  the  development  of  the  evaluation  instrument  mandated  under  the 
proposed  amendment.  Should  districts  choose  to  develop  and  implement  their  own 
evaluation  instruments,  the  costs  to  those  districts  are  unknown. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  contained  in 
this  initiative  petition  would  have  no  direct,  foreseeable  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 


Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  this  initiative  petition  has  no 
impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact. 

Officials  from  the  Department  of  Social  Services  (DSS)  indicated: 

Section  3(d)  would  reclassify  all  teachers  as  "at  will  employees,"  unless  there  is  a 
contract  between  the  teacher  and  school  district.  To  be  a  contracted  teacher,  the  teacher 
must  have  a  valid  certificate  to  teach  in  the  state  of  Missouri. 

Section  3(e)  limits  the  duration  of  the  employment  contract  to  three  (3)  years  or  less. 

Section  3(f)  requires  the  creation  and  implementation  of  a  "standards  based  performance 
evaluation"  which  is  based  on  various  performance  measures.  The  goal  is  to  retain  and 
promote  successful  teachers  and  discharge  unsuccessful  teachers. 

Section  3(g)  the  school  may  terminate  a  teacher  if  they  are  deemed  to  be  unfit  to  instruct 
children;  have  been  insubordinate;  participated  in  immoral  conduct;  fail  to  obey  state  law; 
excessively  absent;  or  convicted  of  a  felony  or  crime  of  moral  turpitude. 

Section  3(h)  sets  forth  that  the  person  bringing  suit  regarding  retention,  promotion, 
demotion,  dismissal,  removal,  discharge,  and  compensation,  must  establish  that  the 
school  district  failed  to  properly  utilize  the  standards  based  performance  evaluation 
system,  unless  the  teacher  was  terminated  for  the  grounds  stated  in  3(g). 

Section  3(i)  sets  forth  that  certificated  staff  have  the  right  to  organize  and  bargain 
collectively,  except  with  respect  to  the  design  and  implementation  of  the  performance 
based  evaluation  system  established  in  this  article. 

The  Division  of  Youth  Services  (DYS)/Department  of  Social  Services  (DSS)  is  an 
accredited  school  district  through  the  Department  of  Elementary  and  Secondary 
Education. 


In  DYS,  the  following  job  classifications  are  "certificated"  to  teach  in  the  State  of 
Missouri:  Academic  Teacher  I/II/III,  Special  Education  Teacher  I/III,  Vocational 
Teacher  III,  and  Education  Supervisor.  In  DSS,  these  are  merit  employees  and  the 
proposed  constitutional  change  would  require  DSS  to  reclassify  all  "certificated"  staff  as 
"unclassified"  or  non-merit  employees.  These  staff  would  then  lose  the  protections 
afforded  to  state  employees  under  the  merit  system,  Chapter  36.  In  addition,  we  would 
have  to  layoff  the  current  incumbents  from  their  merit  positions. 

1  CSR  20-1.040(2)  sets  forth  the  job  classifications  that  may  be  classified  as  non-merit 
employees.  Academic  Teacher  I/II/III,  Special  Education  Teacher  I/III,  Vocational 
Teacher  III,  and  Education  Supervisor  do  not  fall  under  the  exception  to  merit  status. 
Only  1%  of  a  department's  positions  can  be  filled  as  unclassified.  As  DYS  currently 
employs  129  teachers  and  these  positions  would  not  be  exempt  from  the  department's  1% 
restriction  on  unclassified  job  titles,  DYS  could  not  employ  a  sufficient  number  of 
"certificated"  staff  unless  a  change  was  made  to  1  CSR  20-1.040(2).  This  would  create 
negative  impact  on  DYS,  clients  and  provision  of  critical  services  to  the  youth  in  DYS 
custody.  If  1  CSR  20-1.040(2)  is  not  amended,  DYS  would  have  to  pursue  contractual 
arrangements  with  these  staff  or  comparable  vendors.  Existing  staff,  if  converted  to  a 
contractual  agreement,  would  no  longer  have  the  benefits  offered  to  state  employees  (e.g., 
insurance,  leave,  etc.). 

With  the  exception  of  the  Education  Supervisor  job  classification,  these  job 

classifications  are  covered  by  the  DSS/Communication  Workers  of  America  (CWA) 
bargaining  unit.  The  Education  Supervisor  job  classification  is  not  covered  by  CWA  as  it 
is  a  supervisory/managerial  position. 

DYS  would  have  to  develop  a  supplement  to  PERforM,  the  current  statewide 
performance  appraisal  system,  for  assessing  such  factors  as  how  students  in  a  teacher's 
class  improved  on  the  WoodCock- Johnson  Pre  and  Post  Assessments,  GEDs,  High 
School  Diplomas,  students  in  post-secondary  education  upon  graduation,  students 
enrolled  in  vocational  education  course,  etc.  Improvement  plans  would  be  implemented 
to  rectify  any  deficiencies.  No  consequences  were  offered  for  failure. 

All  other  components  of  the  bill  are  covered  in  the  current  PERforM  evaluation  system 
for  all  employees.  DESE  would  provide  suggested  procedures  for  implementation  of  this 
bill  or  an  instrument. 

Most  of  the  ideas  mentioned  in  this  bill  are  already  covered  in  local  public  school  teacher 
evaluation  systems  in  Missouri. 

There  is  no  fiscal  impact. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  added  costs  to  the  their 
office  if  this  amendment  is  approved  by  the  voters. 


Officials  from  the  Missouri  House  of  Representatives  indicated  there  will  be  no  fiscal 
impact  to  their  agency. 

Officials  from  the  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  if  enacted,  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  Xn,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  we  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  this  amendment,  if  passed,  would  not 
directly  affect  their  city's  operations;  thus,  they  see  no  fiscal  impact. 

Officials  from  the  City  of  Kansas  City  indicated  there  is  no  impact  for  their  city. 


Officials  from  the  City  of  Kirkwood  indicated  there  is  no  impact  on  their  city. 

Officials  from  the  City  of  St.  Josepli  indicated  they  are  not  a  school  system,  so  this  has 
no  impact  on  their  city  one  way  or  another. 

Officials  from  the  Cape  Girardeau  63  School  District  indicated: 


Overview: 

This  document  describes  the  anticipated  fiscal  impact  of  the  proposed  amendment  to 
Article  IX  of  the  Missouri  Constitution.  While  we  believe  this  Amendment  has  wide 
ranging  financial  impacts  for  Missouri  state  government,  a  chronically  underfunded 
Department  of  Elementary  and  Secondary  Education  (DESE),  and  the  Cape  Girardeau 
school  district,  our  analysis  will  focus  on  the  specific  costs  of  implementing  a  testing 
regime,  and  applying  those  tools  to  develop  and  execute  an  evaluation  model  as 
prescribed  in  sections  3(f)  and  3(g)  of  the  amendment  using  data  from  Cape  Girardeau 
and  DESE  as  a  basis  for  analysis. 

In  general  the  proposed  amendment's  costs  are  driven  by  technology  costs  and  the  need 
to  provide  quantifiable  and  objective  data  on  each  Missouri  student,  in  every  subject  as  a 
basis  for  evaluation  of  educators.  A  proven  and  scientifically  reliable  test  for  every 
subject  must  be  created  and  administered  for  every  grade  level  to  every  student. 

Missouri  has  developed  tests  for  a  handful  of  core  subjects  and  administers  them 
periodically  in  a  student's  progression  from  kindergarten  to  the  12*  grade.  This  allows  a 
real  and  accurate  basis  for  the  cost  of  testing  for  every  child  in  every  subject.  The  Cape 
Girardeau  school  district  would  not  be  able  to  create  a  test  for  every  subject  with  the  level 
of  validity  required.  Therefore,  Cape  Girardeau  assumes  the  state  of  Missouri  would 
develop  and  cover  the  administrative  costs  for  the  required  tests.  Given  the  assumptions 
above  we  believe  reasonable  and  accurate  summaries  of  the  costs  are  as  follows: 


Summary  of  costs  for  Cape  Girardeau  School  District 


-    Initiai-yast:  ^: ■:.  t j^^-ggl^jEaiM 

Pre-K,  K,  and  1'*  grade  testing  Table  1 

$12,164 

$4,935 

Trainmg  for  Pre-K,  K  and  1^*  grade  teachers 

Not  included 

Not  included 

Grades  2-12  test  development  and  administration 

State  pays 

State  pays 

District  pays  grades  2-8  additional  tests  Table  2 

$24,200 

$24,200 

District  pays  grades  9-12  additional  tests  Table  3 

$38,894 

$38,894 

3 


E/Vaiuaiion  cosis  i  auie  4  aiia  i  aoie  j 

fJI  Aid 

til  07ft 

Technology  Table  6 

$2,566,375 

$24,650 

Increased  bandwidth  required  for  more  tests 

Not  included 

Internet  access$ 

Total  estimate  of  costs  included  here 

$2,673,109 

$105,955 

To  arrive  at  the  number  of  students  per  grade  in  this  document,  we  took  the  2013  total 
number  of  pre-K-12  students,  subtracted  the  number  of  pre-K  students,  then  divided  the 
remainder  by  13  to  get  the  average  number  of  students  by  grade  for  grades  K-12.  While 
the  number  of  students  in  a  given  grade  will  vary  some  each  year,  over  time  the  averages 
provide  a  reasonable  number  on  which  to  base  our  estimated  costs. 

Costs  for  pre-K,  K  and  1*'  grade  testing 

Administering  assessments  for  pre-K  through  first  grade  students  differs  significantly 
from  administering  assessments  for  older  students.  According  to  Joann  Ralston  at  DESE, 
the  state  of  Missouri  is  currently  piloting  three  assessments,  one  of  which  is  Brigance 
Early  Childhood.  In  2015,  current  versions  will  not  be  available,  so  costs  below  are 
based  on  the  new  III  screenings.  Prices  can  be  found  at 
http://www.curricuiumassociates.com/products/detail.aspx?title=BrigEC- 
Screens3  #orderno  w. 

Each  teacher  would  need  to  be  trained  in  administering  the  assessments,  have  a  testing 
manual,  data  sheet  for  each  student  each  time  the  test  is  administered,  and  use  of  the 
online  data  management  system.  Each  teacher  needs  a  manual  because  this  assessment  is 
done  by  observing  and  interacting  with  students  over  a  six  week  period.  The  desirable 
class  size  for  pre-K  to  first  grade  is  15  to  17  students,  but  we  are  using  a  class  size  of  20 
for  purposes  of  this  calculation. 


Table  1 

:  Costs  for  pre-K  1 

to  first  grade  pre-  an( 

post-tesi 

ing 

Grade 

Number 
of 

students 

Data 
sheet: 

2  per 
year 

Online 
manage- 
ment 
system 

Teacher 
manual 
at  $189 

Total 
per 

student 
Yearl 

Total 

per 

grade 

first 

year 

Total 

annual 
costs  * 
Per 

student 

Total 

annual 

cost 

Pre-K 

195 

$2.16 

$3.50 

$9.45 

$15.11 

$2,946 

$6.13 

$1,195 

K 

305 

$2.16 

$3.50 

$9.45 

$15.11 

$4,609 

$6.13 

$1,870 

1 

305 

$2.16 

$3.50 

$9.45 

$15.11 

$4,609 

$6.13 

$1,870 

Total 

$12,164 

$4,935 
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*  Assumes  replacing  teacher  manuals  for  new  hires  at  5%  per  year,  plus  online  system 
md  data  sheets. 

Cost  Cape  Girardeau  school  district  would  pay  to  DESE  for  tests:  Cost  estimates  are 
based  on  current  charge  to  districts  for  MAP  tests,  and  testing  every  student  in  every 
subject,  with  pre-tests  as  necessary.  Costs  for  districts  for  grades  3  though  8  tests  can  be 
found  at  http:/7dese.mo.j>ov/divimprove/assess/documents/asmt-gl-oe-cover-letter- 
2013.pdf.  The  state  basically  charges  $1 .80  per  grade  level  for  two  tests,  or  $.90  per  test. 

Table  2  Costs  Cape  Girardeau  would  pay  to  DESE  for  elementary  and  middle 


school  tests 


oracle 

total 
students 

Cost  per  test 

District  wide 
total  one 
subject 

Number  of 
subiects  ner 
student 

Statewide 
total 

2 

305 

$0.90 

$275 

9 

$2,475 

2 

305 

$0.90 

$275 

9  pre-tests 

$2,475 

3 

305 

$0.90 

$275 

9 

$2,475 

4 

305 

$0.90 

$275 

9 

$2,475 

5 

305 

$0.90 

$275 

9 

$2,475 

6 

305 

Free  for 
math  and  CA 
now 

$275  for 
additional 
subjects 

9 

$2,475 

7 

305 

$0.90 

$275 

13 

$3,575 

7 

305 

$0.90 

$275 

4  pre-tests 

$1,100 

8 

305 

$0.90 

$275 

13 

$3,575 

8 

305 

$0.90 

$275 

4  pre-tests 

$1,100 

Total 

2,950 

^^^^^^^^^^^^^^^fl  Total 

$24,200 

Cape  Girardeau  high  school  students  take  eight  classes  a  day,  one  or  more  of  which  are 
semester  courses.  Older  students  take  more  semester  courses.  Costs  for  districts  can  be 
found  at  http://dese.mo.gov/divimprove/assess/eoc.html.  The  state  charges  $1 .80  per  test. 
DESE  does  not  currently  charge  for  the  high  school  end-of-course  tests  that  are  not  yet 
required,  but  this  initiative  would  make  every  test  required,  so  Cape  Girardeau  would 
have  to  pay  for  each  test.  The  current  cost  is  based  on  end-of-course  tests  required  for  the 
class  of  2016:  Algebra  I,  Biology,  English  I,  EngUsh  II,  American  History  and  American 
Government. 

Table  3  Costs  Cape  Girardeau  School  District  would  pay  to  DESE  for  high  school 


tests 


Grade 

Students 

Cost  per  test 

Cape 

Number  of 

Cape 

Girardeau 

subjects 

Girardeau 

District  wide 

(pre-  and 

total 

one  test 

post-tests) 

5 


9 

305 

$1.80 

$549 

8x2  tests 

$9,882 

10 

305 

$1.80 

$549 

8x2  tests 

$9,882 

11 

305 

$1.80 

$549 

9x2  tests 

$10,980 

12 

305 

$1.80 

$549 

9x2  tests 

$10,980 

Total 

$41,724 

Subtract  current  cost  of  6  tests  per  graduate 

$2,830 

Total  new 

$38,894 

"i--.fy.il-5.--V>-.-...==,.-V 

cost 

Costs  for  adopting  DESE  approved  evaluation  system 

Sections  3(f)  and  3(h)  state  that  DESE  must  approve  the  evaluation  system  of  local 
school  districts.  DESE's  ciurent  Missouri  Model  Educator  Evaluation  System  sets  forth 
seven  essential  principles.  One  of  these  principles  states:  "The  system  acknowledges 
evaluator  training  as  a  highly  significant  factor  for  reliably  evaluating  performance."  It  is 
reasonable  to  assume  any  DESE  approved  evaluation  system  will  have  to  show  their 
evaluators  were  sufficiently  trained.  Those  who  evaluate  teachers,  principals,  or  assistant 
supermtendents  would  all  need  to  be  trained  under  this  proposed  amendment. 

Missouri's  ESEA  Waiver  requires  Missouri  school  districts  to  adopt  an  educator 
evaluation  system  that  incorporates  the  seven  essential  principles,  including  training  for 
evaluators  and  use  of  evaluation  results  in  employment  decisions.  However,  the 
proposed  amendment  is  far  more  prescriptive  about  the  weight  and  use  of  evaluations. 
This  heightened  importance  will  eliminate  the  option  available  under  the  waiver  to  use 
training  programs  of  lower  quality  and  therefore  lower  cost. 

The  University  of  Missouri  now  offers  training  for  evaluators  of  teachers,  so  we  know 
how  much  it  costs  to  train  evaluators  and  the  data  services  necessary  to  track  the  data 
needed  for  evaluations.  It  is  reasonable  to  assume  the  same  costs  for  evaluators  of 
administrative  personnel  who  hold  a  certificate  to  teach  in  Missouri. 

Current  charges  from  the  Network  for  Educator  Effectiveness  at  the  University  of 
Missouri  are  given  below.  Marc  Doss,  director  of  the  Heart  of  Missouri  Regional 
Professional  Development  Center  that  operates  the  Network,  supplied  the  costs.  While 
teacher  leaders  can  also  be  trained  and  serve  as  evaluators,  the  table  below  uses  the 
average  number  of  current  principals  and  superintendents  over  time  in  the  calculations. 

First  year  costs  include  initial  evaluator  training: 
$1300  each  for  the  first  6  in  the  district 
$1000  for  the  7*  -12*  evaluator  in  the  district 
$800  for  the  13*-20*  evaluator  in  the  district 

We  use  a  conservative  estimate  of  $1 100  per  evaluator  as  an  average  in  the  calculations 
below. 
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First  year  and  recurring  annual  cost  for  data  services,  including  teacher  professional 
development  materials,  evaluator  access,  teacher  database,  building  and  district  reports, 
and  teacher  data  file  preparation  is  $12  per  certificated  staff  Since  school  coxinselors  and 
librarians  are  no  longer  required  to  hold  a  certificate  to  teach,  they  are  not  included  in  the 
figures.  Any  counselors  or  librarians  who  do  hold  a  certificate  to  teach  would  need  to  be 
added  to  the  number  of  teachers,  which  would  increase  the  cost. 

Each  evaluator  needs  an  annual  re-certification,  at  a  cost  of  $300.  In  addition,  some  new 
evaluators  will  need  to  receive  training  each  year  across  the  state.  Few  districts  would 
have  more  than  6  new  evaluators  in  one  year,  so  the  cost  would  be  $1300  per  evaluator. 


Table  4  District-wide  first  year  costs 


Cost  per 

Personnel 
number 

Total  cost 

Trainine  for 
evaluators 

Principals, 
superintendents, 
and  assistants 

$1  100 

24 

$26  400 

Data  Services 
for  record- 
keeping, per 
person 
evaluated: 

Teachers, 
principals, 
assistant 
superintendents 

$12 

423 

$5,076 

Total 

$31,476 

Table  5  Ongoing  annual  costs 


Cost  per 

iuimbv.T 

'^'«i|fcp|t 

Training  for 
new 

evaluators 

$1,300 

1 

$1,300 

Refresher 
training 

$300 

'  23 

$6,900 

Data 
Services 

$12 

423 

$5,076 

Total 

$13,276 

7 


Technology  for  administering  assessments 

This  proposed  amendment  would  begin  in  July  2015.  New  assessments  for  the  common 
core  are  piloting  now,  with  full  implementation  in  2014.  The  new  assessments  are 
computer-based.  The  Smarter  Balanced  Assessment  Consortium  will  offer  paper-based 
tests  only  for  the  first  three  years,  (see  Appendix  B)  It  is  reasonable  to  assume  any  new 
tests  developed  for  additional  subjects  and  courses  would  also  be  computer  based,  as  all 
testing  developers  are  moving  to  computer-based  tests.  They  are  piloting  this  year,  and  by 
the  time  this  proposed  amendment  begins  in  July  2015,  the  sun  will  be  setting  on  paper- 
based  tests.  Requiring  additional  tests  will  further  strain  school  capacity. 

Currently,  the  eight  high  school  end-of-course  tests  are  computer-based.  Cape  Girardeau 
schools  close  down  all  computer  labs  at  the  high  school  during  EOC  testing  because  all 
the  district  bandwidth  is  needed  for  the  testing.  In  Cape  Girardeau,  teachers  cannot  use 
the  Internet  to  stream  instructional  video  during  EOC  testing.  Cape  Girardeau  is 
struggling  to  afford  the  technology  infrastructure  and  devices  required  to  add  computer- 
based  tests  for  3'^''-8*  grade  math  and  English  language  arts  in  2014-2015.  Cape 
Girardeau  must  add  Internet  bandwidth  and  add  the  ability  to  coimect  many  more  devices 
at  once.  Most  often  the  least  expensive  way  is  to  go  wireless. 

Cape  Girardeau  Public  School's  Technology  Department  is  researching  devices  that  meet 
testing  specifications. 

•  MacBooks  -  device  $945,  software  $80,  accessories  $50  -  Total  cost  $1,075 

•  PC  -  device  $650,  software  $25,  accessories  -  Total  cost  $725 

Current  tests  for  math  and  English  language  arts  require  several  hours  for  each  subject. 
The  new  tests  that  begin  in  2014  will  take  a  substantial  amount  of  computer  time:  6  to  7.5 
hours  for  math  and  6  to  7.5  hours  for  English  language  arts  for  each  grade  taking  the 
assessment.  * 

When  you  move  to  testing  every  subject  for  every  child,  you  will  need  a  1  to  1  ratio  of 
computer  device  to  student.  Cape  Girardeau  has  researched  the  computer  device  costs  for 
a  1:1  computer  to  student  ratio.  Our  cost  for  computers  would  be  $725  per  student. 

Additional  Internet  capacity  would  be  required  to  meet  the  demands  of  more  testing. 
Wireless  technology  would  be  less  expensive  than  running  enough  cable  for  1 :1 
computing.  Garret  Miller,  director  of  technology  for  Jefferson  City  Public  Schools, 
supplied  the  following  information: 

We  estimate  approximately  $1000  per  classroom  to  meet  the  density  requirements 
for  a  1 :1  deployment,  as  that  forces  one  WiFi  Access  Point  per  classroom.  This 
dollar  amount  includes  the  cost  of  the  Access  Point,  the  license  for  the  controller 
managing  it,  and  the  installation  of  the  network  cable.  Additional  factors  that 
determine  overall  costs  are  network  switches  needed  to  accommodate  each 
network  cable  run  to  each  access  point. 
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The  cost  of  periodic  replacement  of  every  device  as  current  devices  become  outdated  and 
unable  to  meet  new  technical  requirements  are  not  included  here. 


Table  6  Required  technology  for  the  Cape  Girardeau  School  District 


Number  of 
students/de- 
vices needed 
for  1:1 

Grades  2-12 

Number  of 
classrooms 
at  25 

students  per 

class 

Cost  per 
device 

Annual 
replace-ment 
l%of 
devices 

Wireless 
cost  per 
classroom 

Initial  cost 

Annual  cost 

S725 

$2,432,375 

^  ^  c  c 

134 

Ki  ''"^  "#rv-,- 

$1,000 

$134,000 

j,355 

S725 

34 

$24,650 

foUil 

$2,566,375 

$24,650 

Summary  of  costs  for  Cape  Girardeau  School  District 


Annual  com 

Pre-K,  K,  and  1'*  grade  testing  Table  1 

$12,164 

$4,935 

Training  for  Pre-K,  K  and  1^'  grade  teachers 

Not  included 

Not  included 

Grades  2-12  test  development  and  administration 

State  pays 

State  pays 

District  pays  grades  2-8  additional  tests  Table  2 

$24,200 

$24,200 

District  pays  grades  9-12  additional  tests  Table  3 

$38,894 

$38,894 

Evaluation  costs  Table  4  and  Table  5 

$31,476 

$13,276 

Technology  Table  6 

$2,566,375 

$24,650 

Increased  bandwidth  required  for  more  tests 

Not  included 

Internet  access$ 

Total  estimate  of  costs  included  here 

$2,673,109 

$105,955 
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Officials  from  the  Hannibal  60  School  District  indicated: 


Overview: 

This  document  describes  the  anticipated  fiscal  impact  of  the  proposed  amendment  to 
Article  IX  of  the  Missouri  Constitution.  While  we  believe  this  Amendment  has  wide 
ranging  financial  impacts  for  Missouri  state  government,  a  chronically  underfunded 
Department  of  Elementary  and  Secondary  Education  (DESE),  and  the  Hannibal  school 
district,  our  analysis  will  focus  on  the  specific  costs  of  implementing  a  testing  regime, 
and  applying  those  tools  to  develop  and  execute  an  evaluation  model  as  prescribed 
in  sections  3(f)  and  3(g)  of  the  amendment  using  data  from  Hannibal  and  DESE  as  a 
basis  for  analysis. 

In  general  the  proposed  amendment's  costs  are  driven  by  technology  costs  and  the  need 
to  provide  quantifiable  and  objective  data  on  each  Missouri  student,  in  every  subject  as  a 
basis  for  evaluation  of  educators.  A  proven  and  scientifically  reliable  test  for  every 
sub  ject  must  be  created  and  administered  for  every  grade  level  to  every  student. 
Missouri  has  developed  tests  for  a  handful  of  core  subjects  and  administers  them 
periodically  in  a  student's  progression  from  kindergarten  to  the  12*^  grade.  This  allows  a 
real  and  accurate  basis  for  the  cost  of  testing  for  every  child  in  every  subject.  The 
Hannibal  school  district  would  not  be  able  to  create  a  test  for  every  subject  with  the  level 
of  validity  required.  Therefore,  Hannibal  assumes  the  state  of  Missouri  would  develop 
and  cover  the  administrative  costs  for  the  required  tests.  Given  the  assumptions  above  we 
believe  reasonable  and  accurate  summaries  of  the  costs  are  as  follows: 


Summary  of  costs  for  Hannibal  School  District 


Initial  cost 

^l^ipual  cost 

Pre-K,  K,  and  1^'  grade  testing  Table  3.1 

$9,988 

$4,052 

Training  for  Pre-K,  K  and  1  ""^  grade  teachers 

Not  included 

Not  included 

Grades  2-12  test  development  and  administration 

State  pays 

State  pays 

District  pays  grades  2-8  additional  tests  Table  3.3 

$20,671 

$20,671 

District  pays  grades  9-12  additional  tests  Table  3.4 

$29,126 

$29,126 

Evaluation  costs  Table  4. 1  and  Table  4.2 

$32,696 

$10,048 

Technology  Table  4.3 

$1,696,141 

$15,606 

Increased  bandwidth  required  for  more  tests 

Not  included 

Internet  accessS 

Total  estimate  of  costs  included  here 

$1,788,622 

$79,503 

The  Hannibal  School  District: 

The  Hannibal  School  District  #60  is  rated  "accredited  with  distinction  in  performance"  by 
the  Missouri  Department  of  Elementary  and  Secondary  Education.  Additional 
accreditation  comes  from  the  North  Central  Association  of  Colleges  and  Schools  at  the 
career  center. 

The  district  features  a  grade  configuration  of  pre-kindergarten,  kindergarten  and  grades 
one  through  five  in  its  elementary  schools,  grades  six  through  eight  in  its  middle  school, 
and  grades  nine  through  twelve  in  its  high  school.  The  area  career  and  technical  center  is 
also  located  on  school  district  property.  The  district  is  comprised  of  five  elementary 
attendance  centers  including  Eugene  Field,  Mark  Twain,  Oakwood,  Stowell,  and 
Veterans.  All  elementary  schools  are  organized  as  pre-kindergarten  through  fifth  grade. 

Staff  members  in  the  district  number  564  including  329  certificated  and  238 
noncertificated  members.  Of  the  329  certificated  staff  members,  59.4  percent  are  at  or 

above  the  master's  degree  level.  The  average  teaching  experience  level  in  the  district  is 
12.7  years. 

Special  programs  in  early  childhood  education  and  parenting,  guidance  and  counseling 
services,  health  programs,  and  special  education  programs  are  a  vital  part  of  the  total 
program  of  the  Hannibal  School  District.  Also  provided  are  remedial  services,  both 
during  the  school  term  and  during  a  summer  school  program.  A  summer  enrichment 
program  is  also  offered  to  all  students.  In  addition  to  these  programs,  a  strong  well- 


rounded,  extracurricular  program  including  athletics,  performing  and  visual  arts,  and 
publications  is  offered  by  the  district. 

There  is  a  strong  relationship  between  the  school  and  community  as  evidenced  by  strong 
parental  involvement,  support,  and  partnership  with  community  organizations.  Each 
elementary  and  the  middle  school  have  active  parent-teacher  organizations  and  strong 
booster  organizations  exist  for  band,  chorus,  and  athletics.  Success  in  the  activity 
programs  and  competitions  is  a  source  of  community  pride. 

ENROLLMENT  TRENDS 

The  school  district  enrollment  has  been  steady  the  past  ten  years.  Enrollment  projects 
indicate  a  slight  but  steady  increase  for  the  next  ten  years.  There  is  a  possibility  of  a 
greater  increase  in  population  of  school  age  children  if  rapid  economic  growth  in  the 
Hannibal  area  occurs. 

To  arrive  at  the  number  of  students  per  grade  in  tables  1,  2,  and  3  of  this  document,  we 
took  the  2013  total  number  of  pre-K-12  students,  subtracted  the  number  of  pre-K 
students,  then  divided  the  remainder  by  13  to  get  the  average  number  of  students  by  grade 
for  grades  K-12.  While  the  number  of  students  in  a  given  grade  will  vary  some  each 
year,  over  time  the  averages  provide  a  reasonable  number  on  which  to  base  our  estimated 
costs. 

OTHER  DISTRICT  INFORMATION  AND  FACTS: 

•  budget  for  201 1-2012  school  year  is  $31,777,914 

•  sources  of  revenues  are  local  and  county  (45.8%),  state  (35.9%),  and  federal 
(18.3%). 

•  assessed  valuation  for  2012  is  $287,587,863  and  the  current  tax  levy  is  $3.4199 

•  enrollment  is  3,538  for  the  2012-2013  school  year. 


•    teacher  salary  range  for  2012-2013  is  $31,400  to  $55,630  and  the  average  teacher 
salary  is  $40,017 


Costs  for  pre-K,  K  and  1*  grade  testing 

Administering  assessments  for  pre-K  through  first  grade  students  differs  significantly 
from  administering  assessments  for  older  students.  According  to  Joann  Ralston  at  DESE, 
the  state  of  Missouri  is  currently  piloting  three  assessments,  one  of  which  is  Brigance 
Early  Childhood.  In  2015,  current  versions  will  not  be  available,  so  costs  below  are 
based  on  the  new  III  screenings.  Prices  can  be  found  at 
http://www.curriculumassociates.com/products/detail.aspx?title=BrigEC- 
Screens3#ordemow. 

Each  teacher  would  need  to  be  trained  in  administering  the  assessments,  have  a  testing 
manual,  data  sheet  for  each  student  each  time  the  test  is  administered,  and  use  of  the 
online  data  management  system.  Each  teacher  needs  a  manual  because  this  assessment  is 
done  by  observing  and  interacting  with  students  over  a  six  week  period.  The  desirable 
class  size  for  pre-K  to  first  grade  is  15  to  17  students,  but  we  are  using  a  class  size  of  20 
for  purposes  of  this  calculation. 


Table  1:  Costs  for  pre-K  1 

.0  first  grad 

e  pre-  and  post-testing 

Grade 

Number 
of 

students 

Data 
sheet: 

2  per 
year 

Online 
manage- 
ment 
system 

Teacher 
manual 
at  $189 

Total 
per 

student 
Year  1 

Total 

per 

grade 

first 

year 

Total 
annual 
costs  * 
Per 

student 

Total 

annual 

cost 

Pre-K 

139 

$2.16 

$3.50 

$9.45 

$15.11 

$2,100 

$6.13 

$852 

K 

261 

$2.16 

$3.50 

$9.45 

$15.11 

$3,944 

$6.13 

$1,600 

1 

261 

$2.16 

$3.50 

$9.45 

$15.11 

$3,944 

$6.13 

$1,600 

Total 

$9,988 

$4,052 

*  Assumes  replacing  teacher  manuals  for  new  hires  at  5%  per  year,  plus  online  system 
and  data  sheets. 


Cost  Hannibal  school  district  would  pay  to  DESE  for  tests:  Cost  estimates  are  based 
on  current  charge  to  districts  for  MAP  tests,  and  testing  every  student  in  every  subject, 
with  pre-tests  as  necessary.  Costs  for  districts  for  grades  3  though  8  tests  can  be  found  at 
http://dese.mo.gov/divimprove/assess/documents/asmt-gl-oe-cover-letter-2013.pdf.  The 
state  basically  charges  $1.80  per  grade  level  for  two  tests,  or  $.90  per  test. 

Table  2  Costs  Hannibal  would  pay  to  DESE  for  elementary  and  middle  school  tests 


Total 
students 

T^i^tript  wiHp 

total  one 
subject 

IViirnhpr  of 

subjects  per 
student 

\J  ViXW^  VV 

total 

2 

261 

$0.90 

$235 

9 

$2,114 

2 

261 

$0.90 

$235 

9  pre-tests 

$2,114 

3 

261 

$0.90 

$235 

9 

$2,114 

4 

261 

$0  90 

$235 

9 

$2,114 

5 

261 

$0  90 

$235 

9 

$2,114 

6 

261 

T^rpp  for 

math  and  CA 

now 

$235  for 
additional 

subjects 

9 

$2,114 

7 

261 

$0.90 

$235 

13 

$3,054 

7 

261 

$0.90 

$235 

4  pre-tests 

$940 

8 

261 

$0.90 

$235 

13 

$3,054 

8 

261 

$0.90 

$235 

4  pre-tests 

$940 

Total 

2,610 

Total 

$20,671 

Hannibal  high  school  students  take  seven  classes  a  day,  one  or  more  of  which  are 
semester  courses.  Older  students  take  more  semester  courses.  Costs  for  districts  can  be 
found  at  http://dese.mo..gov/divimprove/assess/eoc.htnil.  The  state  charges  $1.80  per  test. 
DESE  does  not  currently  charge  for  the  high  school  end-of-course  tests  that  are  not  yet 
required,  but  this  initiative  would  make  every  test  required,  so  Hannibal  would  have  to 
pay  for  each  test.  The  current  cost  is  based  on  end-of-course  tests  required  for  the  class  of 
2016:  Algebra  I,  Biology,  English  I,  English  II,  American  History  and  American 
Government. 


Table  3  Costs  Hannibal  School  District  wou 

Id  pay  to  DESE  for  high  school  tests 

Grade 

Students 

Cost  per  test 

Hannibal 

District  wide 
one  test 

Number  of 
subjects 

(pre-  and 
post-tests) 

Hannibal 
total 

9 

261 

$1.80 

$470 

8x2  tests 

$7,517 

10 

261 

$1.80 

$470 

8x2  tests 

$7,517 

11 

261 

$1.80 

$470 

9x2  tests 

$8,456 

12 

261 

$1.80 

$470 

9x2  tests 

$8,456 

Total 

$31,946 

Subtract  current  cost  of  6  tests  per  graduate 

$2,820 

■  1 

Total  new 
cost 

$29,126 

Costs  for  adopting  DESE  approved  evaluation  system 

Sections  3(f)  and  3(h)  state  that  DESE  must  approve  the  evaluation  system  of  local 
school  districts.  DESE's  current  Missouri  Model  Educator  Evaluation  System  sets  forth 
seven  essential  principles.  One  of  these  principles  states:  "The  system  acknowledges 
evaluator  training  as  a  highly  significant  factor  for  reliably  evaluating  performance."  It  is 
reasonable  to  assume  any  DESE  approved  evaluation  system  will  have  to  show  their 
evaluators  were  sufficiently  trained.  Those  who  evaluate  teachers,  principals,  or  assistant 
superintendents  would  all  need  to  be  trained  under  this  proposed  amendment. 

Missouri's  ESEA  Waiver  requires  Missouri  school  districts  to  adopt  an  educator 
evaluation  system  that  incorporates  the  seven  essential  principles,  including  training  for 
evaluators  and  use  of  evaluation  results  in  employment  decisions.  However,  the 
proposed  amendment  is  far  more  prescriptive  about  the  weight  and  use  of  evaluations. 
This  heightened  importance  will  eliminate  the  option  available  under  the  waiver  to  use 
training  programs  of  lower  quality  and  therefore  lower  cost. 

The  University  of  Missouri  now  offers  training  for  evaluators  of  teachers,  so  we  know 
how  much  it  costs  to  train  evaluators  and  the  data  services  necessary  to  track  the  data 
needed  for  evaluations.  It  is  reasonable  to  assume  the  same  costs  for  evaluators  of 
administrative  personnel  who  hold  a  certificate  to  teach  in  Missouri. 

Current  charges  from  the  Network  for  Educator  Effectiveness  at  the  University  of 
Missouri  are  given  below.  Marc  Doss,  director  of  the  Heart  of  Missouri  Regional 
Professional  Development  Center  that  operates  the  Network,  supplied  the  costs.  While 
teacher  leaders  can  also  be  trained  and  serve  as  evaluators,  the  table  below  uses  the 
average  number  of  current  principals  and  superintendents  over  time  in  the  calculations. 

First  year  costs  include  initial  evaluator  training: 
$1300  each  for  the  first  6  in  the  district 
$1000  for  the  V""  -12*  evaluator  in  the  district 
$800  for  the  13"'-20*  evaluator  in  the  district 

The  Hannibal  school  district  averages  1  administrator  per  210  students  (DESE  2012).  We 
use  a  conservative  estimate  of  $1 100  per  evaluator  as  an  average  in  the  calculations 
below. 

First  year  and  recurring  annual  cost  for  data  services,  including  teacher  professional 
development  materials,  evaluator  access,  teacher  database,  building  and  district  reports, 
and  teacher  data  file  preparation  is  $12  per  certificated  staff.  Since  school  counselors  and 
librarians  are  no  longer  required  to  hold  a  certificate  to  teach,  they  are  not  included  in  the 
figures.  Any  counselors  or  librarians  who  do  hold  a  certificate  to  teach  would  need  to  be 
added  to  the  number  of  teachers,  which  would  increase  the  cost. 

Each  evaluator  needs  an  annual  re-certification,  at  a  cost  of  $300.  In  addition,  some  new 
evaluators  will  need  to  receive  training  each  year  across  the  state.  Few  districts  would 
have  more  than  6  new  evaluators  in  one  year,  so  the  cost  would  be  $1300  per  evaluator. 


Currently,  the  Network  for  Educator  Effectiveness  does  not  have  the  capacity  to  train  all 
Missouri  evaluators  by  fall  of  2015.  Other  commercial  evaluator  training  systems  are 
available.  When  the  quality  of  the  training  is  comparable,  the  cost  for  these  commercial 
systems  is  higher  than  NEE.  Some  charge  as  much  as  $45*  annually  per  person 
evaluated  for  data  services,  rather  than  the  $12  charged  by  NEE  for  the  same  service. 
*Teachscape/Danielson' s  Framework 


Table  4  District-wide  first  year  costs 


Cost 
per 

Personnel 
number 

Total 
cost 

Training  for  evaluators 

Principals,  superintendents,  and  assistants 

$1,100 

17 

$18,700 

Data  Services  for  record-keeping,  per  person 
evaluated:  329  Certified  Staff  Hannibal  School 
District. 

$12 

329 

$3,948 

Total 

$22,648 

Table  5  Ongoing  annual  costs 


Cost  per 

Training  for  new  evaluators 

$1300 

1 

$  1300 

Refresher  training 

$300 

16 

$4800 

Data  Services 

$12 

329 

$3948 

Total 

$  10,048 

The  turnover  is  estimated  at  1  administrator  per  year. 


Technology  for  administering  assessments 

This  proposed  amendment  would  begin  in  July  2015.  New  assessments  for  the  common 
core  are  piloting  now,  with  full  implementation  in  2014.  The  new  assessments  are 
computer-based.  The  Smarter  Balanced  Assessment  Consortium  will  offer  paper-based 
tests  only  for  the  first  three  years,  (see  Appendix  B)  It  is  reasonable  to  assume  any  new 
tests  developed  for  additional  subjects  and  courses  would  also  be  computer  based,  as  all 
testing  developers  are  moving  to  computer-based  tests.  They  are  piloting  this  year,  and  by 


the  time  this  proposed  amendment  begins  in  July  2015,  the  sun  will  be  setting  on  paper- 
based  tests.  Requiring  additional  tests  will  further  strain  school  capacity. 

Currently,  the  8  high  school  end-of-course  tests  are  computer-based.  Hannibal  is 
struggling  to  afford  the  technology  infrastructure  and  devices  required  to  add  computer- 
based  tests  for  S'^'^-S"^  grade  math  and  English  language  arts  in  2014-2015.  Hannibal  must 
add  Internet  bandwidth  and  add  the  ability  to  connect  many  more  devices  at  once. 
Although  wireless  may  not  always  be  the  least  expensive  way  to  go,  much  of  the 
technology  we  are  adding  or  being  required  to  add  does  require  wireless. 

Jefferson  City  Public  Schools  are  researching  devices  that  meet  testing  specifications. 
Garrett  Miller,  Director  of  Technology  for  Jefferson  City  Public  Schools,  provided  the 
data  used  here.  The  three  least  expensive  cost  options  include: 

•  iPad2  at  $399  plus  $60  for  keyboard/dock  to  handle  t5^ing  and  charging  = 
$459  total 

•  CitriK  VDI  at  $550  for  standard  desktop,  not  counting  additional  furniture 
needed 

•  Vmware  View  at  $750  not  counting  switch  upgrades,  additional  furniture,  and 
Microsoft  Office  Ucensing,  estimated  at  $80,000  for  JCPS 

For  our  calculations,  we  use  the  lowest  cost  for  the  devices  needed  to  accommodate  the 
additional  testing  which  would  be  required  by  this  proposed  amendment. 

Current  tests  for  math  and  English  language  arts  require  several  hours  for  each  subject. 
The  new  tests  that  begin  in  2014  will  take  a  substantial  amount  of  computer  time:  6  to  7.5 
hours  for  math  and  6  to  7.5  hours  for  English  language  arts  for  each  grade  taking  the 
assessment.  * 

Jefferson  City  determined  for  grades  3-5  testing  of  2,226  students,  they  would  need  1000 
devices  to  complete  just  math  and  English  language  arts  testing  within  the  testing 

window,  given  the  length  of  time  required  for  each  test.  Using  this  ratio  of  2226/1000, 
we  see  the  need  for  1  device  for  every  2.2  students  to  test  just  two  (2)  subjects.  When  you 
move  to  testing  every  subject  for  every  child,  you  will  need  a  1  to  1  ratio  of  computer 
device  to  student. 

•  http://www.smarterbalanced.org/wordpress/wp-content/uploads/2011/12/Smarter- 
Balanced-Preliminarv-Test-Blueprints.pdf 

Additional  Internet  capacity  would  be  required  to  meet  the  demands  of  more  testing. 
Wireless  technology  would  be  less  expensive  than  running  enough  cable  for  1:1 
computing.  Garret  Miller,  director  of  technology  for  Jefferson  City  Public  Schools, 
supplied  the  following  information: 

We  estimate  approximately  $1000  per  classroom  to  meet  the  density  requirements 
for  a  1:1  deployment,  as  that  forces  one  WiFi  Access  Point  per  classroom.  This 
dollar  amount  includes  the  cost  of  the  Access  Point,  the  license  for  the  controller 
managing  it,  and  the  installation  of  the  network  cable.  Additional  factors  that 


detemiine  overall  costs  are  network  switches  needed  to  accommodate  each 
network  cable  run  to  each  access  point. 

Miller  says  JCPS  has  over  300  iPads  in  use  and  they  have  replaced  three  (3)  due  to 
cracked  screens.  This  represents  a  1%  replacement  rate  per  year.  This  estimate  is  shown 
as  an  annual  cost  in  Table  4.3.  The  cost  of  periodic  replacement  of  every  device  as 
current  devices  become  outdated  and  unable  to  meet  new  technical  requirements  are  not 
included  here. 


Table  6  Required  technology  for  the  Hannibal  School  District 


Number  of 
students/de- 
vices needed 
for  1:1 

Grades  2-12 

Number  of 

classrooms 
at  25 

students  per 
class 

Cost 

per 

device 

Annual 
replace- 
ment 1% 
of 

devices 

Wireless 
cost  per 
classroom 

Initial  cost 

Annual 
cost 

3,399 

$459 

$1,560,141 

3,399 

136 

$1,000 

$136,000 

3,399 

$459 

34 

$15,606 

^■■^■■■■■■■■■■■■■■pfotal 

$1,696,141 

$15,606 

Not  included:  Maintenance,  network  switches,  technology  staff,  training  for  teachers, 
cost  for  additional  broadband  needed 


Summary  of  costs 


Pre-K,  K,  and  1*^  grade  testing  Table  3.1 

$9,988 

$4,052 

Training  for  Pre-K,  K  and  1^'  grade  teachers 

Not  included 

Not  included 

Grades  2-12  test  development  and  administration 

State  pays 

State  pays 

District  pays  grades  2-8  additional  tests  Table  3.3 

$20,671 

$20,671 

District  pays  grades  9-12  additional  tests  Table  3.4 

$29,126 

$29,126 

Evaluation  costs  Table  4. 1  and  Table  4.2 

$32,696 

$10,048 

Technology  Table  4.3 

$1,696,141 

$15,606 

Increased  bandwidth  required  for  more  tests 

Not  included 

Internet  access  $ 

Total  estimate  of  costs  included  here 

$1,788,622 

$79,503 

Officials  from  Rockwood  R-VI  School  District  indicated: 


Overview: 


This  document  describes  the  anticipated  fiscal  impact  of  the  proposed  amendment  to 

Article  IX  of  the  Missouri  Constitution.  While  we  believe  this  Amendment  has  wide 
ranging  financial  impacts  for  Missouri  state  government,  a  clironically  underfiindcd 
Department  of  Elementary  and  Secondary  Education  (DESE)  and  the  Rockwood  school 
district,  om  analysis  will  focus  on  the  specific  costs  of  implementing  a  testing  regime, 
and  applying  those  tools  to  develop  and  execute  an  evaluation  model  as  prescribed 
in  sections  3(f)  and  3fg)  of  the  amendment  using  data  from  Rockwood  and  DESE  as  a 
basis  for  analysis. 

In  general,  the  proposed  amendment's  costs  are  driven  by  technology  costs  and  the  need 
to  provide  quantifiable  and  objective  data  on  each  Missouri  student,  in  every  subject  as  a 
basis  for  evaluation  of  educators.  A  proven  and  scientifically  reliable  test  for  every 
subject  must  be  created  and  administered  for  every  grade  level  to  every  student. 

Missouri  has  developed  tests  for  a  handful  of  core  subjects  and  administers  them 
periodically  in  a  student's  progression  from  kindergarten  to  the  12*  grade.  This  allows  a 
real  and  accurate  basis  for  the  cost  of  testing  for  every  child  in  every  subject.  If  the 
Rockwood  school  district  would  not  be  able  to  create  a  test  for  every  subject  with  the 
level  of  validity  required,  teste  would  need  to  be  purchased.  Therefore,  Rockwood 
assumes  the  state  of  Missouri  would  develop  and  cover  the  administrative  costs  for  the 
required  tests.  Given  the  assumptions  above,  we  believe  reasonable  and  accurate 
summaries  of  the  costs  are  as  follows: 


Summarv  of  costs  for  Rockwood  School  District 

I  V   


-  -^Tnitial  cost 

Annual  cost 

Pre-K,  K,  and  1st  grade  testmg  -  Table  1 

$54,063 

$21,933 

Training  for  Pre-Kl,  K  and  1st  grade  teachers 

Not  included 

Not  included 

District  pays  grades  2-8  additional  tests  -  Table  2 

$132,742 

$132,742 

District  pays  grades  9-12  additional  tests  -  Table  3 

$205,142 

$205,142 

Evaluation  costs  -  Table  4  and  Table  5 

$119,604 

$59,604 

Technology  -  Table  6 

$10,112,400 

$112,488 

Increased  bandwidth  required  for  more  tests 

S25,00n 

S25.000 

Total  estimate  of  costs  included  liere 

$10,648,951 

S556,909 

1 


The  Rockwood  School  District: 


There  is  an  advantage  to  being  a  part  of  the  Rockwood  School  District.  This  premier 
school  district  located  in  West  St.  Louis  County  has  high  student  achievement, 
outstanding  teachers  and  staff,  and  gi-eat  community  support. 

Our  mission  of  doing  whatever  it  takes  to  ensure  all  students  realize  their  potential  is  at 
the  center  of  our  work.  In  Rockwood,  we  want  every  child  to  succeed.  The  Rockwood  R- 
VI  school  district  is  one  of  the  top  performing  school  districts  in  Missouri  and  the  nation. 
With  a  graduation  rate  of  96.0%  in  2012,  the  Department  of  Elementary  and  Secondary 
Education  notes  our  district  as  "Distinction  in  Performance  with  High  Achievement", 
additionally  we  are  one  of  the  best  financially  managed  districts  in  the  United  States 
receiving  a  Standard  &  Poor's  rating  of  AAA. 

We  service  a  large  and  diverse  population  with: 


19 

Elementary  Schools 

6 

Middle  Schools 

4 

High  Schools 

10 

National  Blue  Ribbon  Schools 

14 

Missouri  Gold  Star  Schools  of  Excellence 

8 

National  Schools  of  Character 

9 

Missouri  Schools  of  Character 

• 

Separate  Campuses  for  Gifted,  Early  Childhood  and  Alternative  High  School 

Education 


The  district's  educates  and  serves  over  22,000  students. 

To  arrive  at  the  number  of  students  per  gi'ade  in  tables  1,  2,  and  3  of  this  document,  we 
took  the  2013  total  number  of  pre-K-12  students,  subtracted  the  number  of  pre-K 
students,  and  then  divided  the  remainder  by  13  to  get  the  average  number  of  students  by 
grade  for  grades  K-12.  While  the  number  of  students  in  a  given  grade  will  vary  some 
each  year,  over  time  the  averages  provide  a  reasonable  number  on  which  to  base  our 
estimated  costs. 

Costs  for  pre-K,  K,  and  l"  grade  testing 

Administering  ass^sments  for  pre-K  through  first  grade  students  differs  significantly 
from  administering  assessments  for  older  students.  According  to  Joann  Ralston  at  DESE, 
the  state  of  Missouri  is  currently  piloting  three  assessments,  one  of  which  is  Brigance 
Early  Childhood.  In  2015,  current  versions  will  not  be  available,  so  costs  below  are 
based  on  the  new  III  screenings.  Prices  can  be  found  at 
http://www.curriculumassociates.com/products/detail.aspx?title=BrigEC- 
Screens3#ordemow. 

Each  teacher  would  need  to  be  trained  in  administering  the  assessments,  have  a  testing 
manual,  data  sheet  for  each  student  each  time  the  test  is  administered,  and  use  of  the 


2 


online  data  management  system.  Each  teacher  needs  a  manual  because  this  assessment  is 
done  by  observing  and  interacting  with  students  over  a  six-week  period.  The  desirable 
class  size  for  pre-K  to  first  grade  is  15  to  17  students,  but  we  are  using  a  class  size  of  20 
for  purpose  of  this  calculation. 


Table  1:  Costs  for  pre-K  to  first  grade  pre-  and  post-testing 


Grade 

Number 

Data 

Online 

Teacher 

Total 

Total 

Total 

Total 

of 

sheet: 

manage- 

manual 

per 

per 

annual 

annual 

students 

ment 

at  $189 

student 

grade 

costs  * 

cost 

2  per 

system 

Yearl 

first 

Per 

year 

year 

student 

Pre-K 

226 

$2.16 

$3.50 

$9.45 

$15.11 

$3,415 

$6.13 

$1,385 

K 

1,676 

$2.16 

$3.50 

$9.45 

$15.11 

$25,324 

$6.13 

$10,274 

1 

1,676 

$2.16 

$3.50 

$9.45 

$15.11 

$25,324 

$6.13 

$10,274 

Total 

$54,063 

$21,933 

*  Assumes  replacing  teacher  manuals  for  new  hires  at  5%  per  year,  plus  online  system 
and  data  sheets. 


Cost  Rockwood  school  district  would  pay  to  DESE  for  tests:  Cost  estimates  are  based 
on  the  current  charge  to  districts  for  MAP  tests,  and  testing  every  student  in  every 
subject,  with  pre-tests  as  necessary.  Costs  for  districts  for  grades  3  though  8  tests  can.  be 
found  at  http:/7dese.nio.gov/divimprove/assess/documents/asmt-gl-oe-cover-letter- 
2Q13.pdf.  The  state  charges  $1.80  per  grade  level  for  two  tests,  or  $.90  per  test. 


Table  2:  Costs  Rockwood  would  pay  to  DESE  for  elementary  and  middle  school 
tests 


Grade 

Total 

students 

Cost  per  test 

District  wide 

total  one 
subject 

Number  of 
subjects  per 
student 

Statewide 
total 

2 

1,676 

$0.90 

$1,508 

9 

$13,576  , 

2 

1,676 

$0.90 

$1,508 

9  pre-tests 

$13,576  } 

3 

1,676 

$0.90 

$1,508 

9 

$13,576  i 

4 

1,676 

$0.90 

$1,508 

9 

$13,576  ' 

5 

1,676 

$0.90 

$1,508 

9 

$13,576 

6 

1,676 

$0.90 

$1,508 

9 

$13,576 

7 

1,676 

$0.90 

$1,508 

13 

$19,609 

7 

1,676 

$0.90 

$1,508 

4  pre-tests 

$6,034 

8 

1,676 

$0.90      I  $1,508 

13 

$19,609 

8 

1.676 

$0.90 

$1,508 

4  pre-tests 

$6,034 

Total 

16,760 

Total 

$132,742  i 

 ' 

3 


Rockwood  high  school  students  take  seven  classes  a  day,  one  or  more  of  which  are 

semester  courses.  Older  students  take  more  semester  courses.  Costs  for  districts  can  be 
found  at  http://dese.mo.gov/divimprove/assess/eoc.html.  The  state  charges  $1.80  per  test. 
DESE  does  not  currently  chai'ge  for  the  high  school  end-of-course  tests  that  are  not  yet 
required,  but  this  initiative  would  make  every  test  required,  so  Rockwood  would  have  to 
pay  for  each  test.  The  current  cost  is  based  on  end-of-course  tests  required  for  the  cl^s  of 
2016:  Algebra  I,  Biology,  English  I,  English  11,  American  History,  and  American 
Government. 


Table  3;  Costs  Rockwood  School  District  would  pay  to  DESE  for  high  school  tests 


Grade 

Students 

Cost  per  test 

Rockwood 
District  wide 
one  test 

Number  of 
subjects 

(pre-  and 
post-tests) 

Total 

9 

1,676 

$1.80 

$3,017 

8x2  tests 

$48,269 

10 

1,676 

$1.80 

$3,017 

8x2  tests 

$48,269 

11 

1,676 

$1.80 

$3,017 

9x2  tests 

$54,302 

12 

1,676 

$1.80 

$3,017 

9x2  tests 

$54,302 

Total 

$205,142 

Costs  for  adopting  DESE  approved  evaluation  system 

Sections  3(f)  and  3(h)  state  that  DESE  must  approve  the  evaluation  system  of  local 
school  districts.  DESE's  current  Missouri  Model  Educator  Evaluation  System  sets  forth 
seven  essential  principles.  One  of  these  principles  states:  "The  system  acknowledges 
evaluator  training  as  a  highly  significaiit  factor  for  reliably  evaluating  performance."  It  is 
reasonable  to  assume  any  DESE  approved  evaluation  system  will  have  to  show  their 
evaluators  were  sufficiently  trained.  Those  who  evaluate  teachers,  principals,  or  assistant 
superintendents  would  all  need  to  be  trained  under  this  proposed  amendment. 

Missouri's  ESEA  Waiver  requires  Missouri  school  districts  to  adopt  an  educator 
evaluation  system  that  incorporates  the  seven  essential  principles,  including  training  for 

evaluators  and  use  of  evaluation  results  in  employment  decisions.  However,  the 
proposed  amendment  is  far  more  prescriptive  about  the  weight  and  use  of  evaluations. 
This  heightened  importance  will  elimmate  the  option  available  under  the  waiver  to  use 
training  programs  of  lower  quality  and  therefore  lower  cost. 

The  University  of  Missouri  now  offers  training  for  evaluators  of  teachers,  so  we  know 
how  much  it  costs  to  train  evaluators  and  the  data  sei-vices  necessary  to  track  the  data 
needed  for  evaluations.  It  is  reasonable  to  assume  the  same  costs  for  evaluators  of 
administrative  personnel  who  hold  a  certificate  to  teach  in  Missouri. 

Current  charges  from  the  Network  for  Educator  Effectiveness  at  the  University  of 
Missouri  are  given  below.  Marc  Doss,  director  of  the  Heart  of  Missouri  Regional 
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Professional  Development  Center  that  operates  the  Network,  supplied  the  costs.  While 
teacher  leaders  can  also  be  trained  and  serve  as  evaluators,  the  table  below  uses  the 
average  number  of  current  principals  and  superintendents  over  time  in  the  calculations. 

First  year  costs  include  initial  evaluator  training: 
$1,300  each  for  the  first  six  (6)  evaluators  in  the  district 
$1,000  for  the  7*  -12*  evaluator  in  the  district 
$800  for  the  13*-20*  evaluator  in  the  district 

The  Rockwood  school  district  averages  one  (1)  administrator  per  280  students  (DESE 
2012).  We  use  a  conservative  estimate  of  $1,100  per  evaluator  as  an  average  in  the 
calculations  below. 

First  year  and  recurring  annual  cost  for  data  services,  including  teacher  professional 

development  materials,  evaluator  access,  teacher  database,  building  and  district  reports, 
and  teacher  data  file  preparation  is  $12  per  certificated  staff.  Since  school  counselors  and 
librarians  are  no  longer  required  to  hold  a  certificate  to  teach,  they  ai'e  not  included  in  the 
figures.  Any  counselors  or  librarians  who  do  hold  a  certificate  to  teach  would  need  to  be 
added  to  the  number  of  teachers,  which  would  increase  the  cost. 

Each  evaluator  needs  an  annual  re-certification,  at  a  cost  of  $300.  In  addition,  some  new 
evaluators  will  need  to  receive  training  each  year  across  the  state.  Few  districts  would 
have  more  than  six  (6)  new  evaluators  in  one  year,  so  the  cost  would  be  $1,300  per 
evaluator. 

Currently,  the  Network  for  Educator  Effectiveness  does  not  have  the  capacity  to  train  all 
Missouri  evaluators  by  fall  of  2015.  Other  commercial  evaluator  training  systems  are 
available.  When  the  quality  of  the  training  is  comparable,  the  cost  for  liese  commercial 
systems  is  higher  than  NEE.  Some*  charge  as  much  as  $45  annually  per  person 
evaluated  for  data  services,  rather  than  the  $12  charged  by  NEE  for  the  same  service. 
*Teachscape/Daiiielson's  Framework 


Table  4:  District-wide  first  year  costs 


Cost 
per 

Personnel 
number 

Total 
cost 

Training  for  evaluators 

$1,100 

90 

$99,000 

Principals,  superintendents,  and  assist^ts 

Data  Services  for  record-keeping,  per  person 
evaluated: 

Teachers,  principals,  assistant  superintendents 

$12 

1,717 

$20,604 

Total 

$119,604 
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Table  5:  Ongoing  annual  costs 


X^Oiot  jJCl 

Training  for  new  evaluators 

$1,300 

turnover*  =  12 

$15,600 

Refresher  training 

$300 

78 

$23,400 

Data  Services 

$12 

1,717 

$20,604 

Total 

$59,604 

*The  turnover  is  estimated  at  12%  per  year. 


Technology  for  administering  assessments 

This  proposed  amendment  would  begin  in  July  2015.  New  assessments  for  the  common 
core  are  piloting  now,  with  full  implementation  in  2014.  The  new  assessments  are 
cx)mputer-based.  The  Smarter  Balanced  Assessment  Consortium  will  offer  paper-based 
tests  only  for  the  first  three  years.  (See  Appendix  B)  It  is  reasonable  to  assume  any  new 
tests  developed  for  additional  subjects  and  courses  would  also  be  computer  based,  as  all 
testing  developers  are  moving  to  computer-based  tests.  They  are  piloting  this  year,  and 
by  the  time  this  proposed  amendment  begins  in  July  201 5,  the  sun  will  be  setting  on 
paper-based  tests.  Requiring  additional  tests  will  further  strain  school  capacity. 

Currently,  the  eight  (8)  high  school  end-of-course  tests  ai'e  computer-based.  Rockwood 
is  facing  a  large  financial  commitment  to  afford  tire  technology  infrastructure  and  devices 
required  to  add  computer-based  tests  for  3*^-8**^,  and  11*  grade  math  and  English 
language  arts  in  2014-2015.  Rockwood  must  add  Internet  bandwidth  and  add  the  ability 
to  connect  many  more  devices  at  once.  Most  often  the  least  expensive  way  is  to  go 
wireless. 

Jefferson  City  Public  Schools  are  reseai'ching  devices  that  meet  testing  specifications. 

Garrett  Miller,  Director  of  Technology  for  Jefferson  City  Public  Schools,  provided  some 
of  the  data  used  here.  The  three  least  expensive  cost  options  include: 

•  iPad2  at  $399  plus  $60  for  keyboard/dock  to  handle  typing  and  charging  + 
$50  AppleCare  +  $7  mobile  device  manager  =  $516  total 

•  Citrix  VDI  at  $550  for  standard  desktop,  not  countmg  additional  fiimiture 

needed 

•  Vmware  View  at  $750  not  counting  switch  upgrades,  additional  fijmiture,  and 
Microsoft  Office  licensing,  estimated  at  $80,000  for  JCPS 

For  our  calculations,  we  use  the  lowest  cost  for  the  devices  needed  to  accommodate  the 
additional  testing,  which  would  be  required  by  this  proposed  amendment. 

Curreat  tests  for  math  and  English  language  arts  require  several  hours  for  each  subject. 
The  new  tests  that  begin  in  2014  will  take  a  substantial  amoimt  of  computer  time:  6  to 
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7.5  hours  for  math  and  6  to  7.5  hours  for  English  language  arts  for  each  grade  taking  the 
assessment,  * 

Jefferson  City  determined  for  grades  3-5  testing  of  2,226  students,  they  would  need  1,000 
devices  to  complete  just  math  and  English  language  arts  testing  within  the  testing 

window,  given  the  length  of  time  required  for  each  test.  Using  this  ratio  of  2,226:1,000, 
we  see  the  need  for  one  (1)  device  for  every  2.2  students  to  test  just  two  (2)  subjects. 
Wlien  you  move  to  testing  every  subject  for  every  child,  you  will  need  a  1  to  1  ratio  of 
computer  device  to  student. 

*  iittp://www.smarterbalanced.org/wordpress/wp-content/uploads/2011/12/Smarter- 

Balanced-PreHminarv-Test-Bluepriiits.pdf 

Additional  Internet  capacity  would  be  required  to  meet  the  demands  of  more  testing. 
Wireless  technology  would  be  less  expensive  than  running  enough  cable  for  1 : 1 
computing.  Garret  Miller,  director  of  technology  for  Jefferson  City  Public  Schools, 
suppHed  the  following  information: 

We  estimate  approximately  $1,000  per  classroom  to  meet  the  density 
requirements  for  a  1 : 1  deployment,  as  that  forces  one  WiFi  Access  Point  per 
classroom.  This  dollar  amount  includes  the  cost  of  the  Access  Point,  the  license 
for  the  controller  managing  it,  and  tide  installation  of  the  network  cable. 
Additional  factors  that  deteraiine  overall  costs  are  network  switches  needed  to 
accommodate  each  network  cable  ran.  to  each  access  point. 

Miller  says  JCPS  has  over  300  iPads  in  use  and  they  have  replaced  three  (3)  due  to 
cracked  screens.  This  represents  a  1%  replacement  rate  per  year.  This  estimate  is  shovra 
as  an  annual  cost  in  Table  4.3.  The  cost  of  periodic  replacement  of  every  device  as 
current  devices  become  outdated  and  unable  to  meet  new  technical  requirements  are  not 
included  here. 


Table  6:  Required  technology  for  the  Rockwood  School  District  (over  2  years) 


Number  of 
students/de- 
vices needed 
for  1:1 

Grades  2-12 

Number  of 

classrooms 
at  25 

students  per 
class 

Cost 
per 

device 

Annual 
replace- 
ment 1% 
of 

devices 

Wireless 
cost  per 
classroom 

Initial  cost 

Annual 
cost 

19,600 

$509 

$9,976,400 

21,793 

136 

$1,000 

$136,000 

21,793 

$516 

218 

$112,488 

Total 

$10,112,400 

$112,488 

Not  included:  Maintenance,  network  switches,  technology  staff,  training  for  teachers,  and 
cost  for  additional  broadband  needed.  The  district  could  use  existing  computers  along 
with  new  mobile  devices,  which  would  half  the  cost. 
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Summary  of  costs  for  Rockwood  School  District 


Initial  cost 

Annual  cost 

Pre-K,  K,  and  1*'  grade  testing  -  Table  1 

$54,063 

$21,933 

Traitiino  fc\r  Prft-TC  K  and  1  ^  prarie  teachers 

Not  included 

Not  included 

District  pays  grades  2-8  additional  tests  -  Table  2 

$132,742 

$132,742 

District  pays  grades  9-12  additional  tests  -  Table  3 

$205,142 

$205,142 

Evaluation  costs  -  Table  4  and  Table  5 

$119,604 

$59,604 

Technology  -  Table  6 

$10,112,400 

$112,488 

Increased  bandwidth  required  for  more  tests 

$25,000 

$25,000 

Total  estimate  of  costs  included  liere 

$10,648,951 

$556,909 
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Officials  from  Metropolitan  Community  College  indicated  since  their  college  is  a 
political  subdivision  of  the  state  of  Missouri,  and  not  a  school  district,  this  petition  would 
have  no  direct  fiscal  impact  on  their  college. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  has  no 
financial  impact  on  their  university. 

The  Missouri  Association  of  School  Administrators  (submitted  by  Roger  Kurtz)  and 
the  Missouri  National  Education  Association  (submitted  by  Ann  Jarrett)  provided 
information  as  opponents  of  this  initiative  petition. 


Overview: 

This  document  describes  the  anticipated  fiscal  impact  of  the  proposed  amendment  to  Article 
IX  of  the  Missouri  Constitution.  While  we  believe  this  Amendment  has  wide  ranging 
financial  impacts  for  Missouri  state  government,  a  chronically  underfunded  Department  of 
Elementary  and  Secondary  Education  (DESE),  and  local  government  entities,  our  analysis 
will  focus  on  the  specific  costs  of  developing  student  assessment  tools  for  all  grades 
across  all  subject  areas,  implementing  a  testing  regime,  and  applying  those  tools  to 
develop  and  execute  an  evaluation  model  as  prescribed  in  sections  3(f)  and  3(g)  of  the 
amendment  using  data  from  DESE  and  assessment  RFPs  as  a  basis  for  analysis. 

In  general  the  proposed  amendment's  costs  are  driven  by  the  need  to  create  quantifiable  and 
objective  data  on  each  Missouri  student,  in  every  subject  as  a  basis  for  evaluation  of 
educators.  A  proven  and  scientifically  reliable  test  for  every  subject  must  be  created 
and  administered  for  every  grade  level  to  every  student.  Missouri  has  developed  tests  for 
a  handful  of  core  subjects  and  administers  them  periodically  in  a  student's  progression  from 
kindergarten  to  the  12^^  grade.  This  allows  a  real  and  accurate  basis  for  the  cost  of  testing  for 
every  child  in  every  subject.  Given  the  assumptions  above  we  believe  reasonable  and 
accurate  summaries  of  the  costs  are  as  follows: 


Summary  of  costs 


Set  content  standards  for  new  tests 

Not  included 

Periodic  revisions 

Develop  new  tests,  grades  2-12  Table  2 

$5,123,873,875 

Annual  revisions 

Pre-K,  K,  and  1^'  grade  testing  Table  3.1 

$2,434,840 

$987,794 

Training  for  Pre-K,  K  and  1**'  grade  teachers 

Not  included 

Not  included 

Grades  2-8  additional  tests  Table  3.3 

$4,514,400 

$4,514,400 

Grades  9-12  additional  tests  Table  3.4 

$7,365,600 

$7,365,600 

DESE  administer  tests  Table  3.5 

$74,454,588 

$74,454,588 

Evaluation  costs  Table  4.1  and  Table  4.2 

$5,293,120 

$  2,395,220 

Technology  Table  4.3 

$362,274,000 

$3,332,340 

Increased  bandwidth  required  for  more  tests 

Not  included  here 

Internet  access$ 

Total  estimate  of  costs  included  here 

$5,580,210,423 

$93,049,942 
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Test  Development  and  Implementation  Costs  and  Considerations 

Mr.  EUinger's  submission  requires  every  school  district  to  develop  a  DESE  approved 
performance  based  evaluation  system  a  majority  of  which  is  based  on  "quantifiable 
student  performance  data": 

Section  3(f).  Effective  beginning  July  1.  2015.  and  notwithstanding  any  provisions  of  this 
constitution,  any  school  district  receiving  any  state  funding  or  local  tax  revenue  shall  develop 
and  implement  a  standards  based  performance  evaluation  system  approved  by  the  Missouri 
Department  of  Elementary  and  Secondary  Education.  The  majority  of  such  evaluation  system 
shall  be  based  upon  quantifiable  student  performance  data  as  measured  by  objective  criteria  and 
such  evaluation  system  shall  be  used  in  (1)  retaining,  promoting,  demoting,  dismissing, 
removing,  discharging  and  setting  compensation  for  certificated  staff;  (2)  modifying  or 
terminating  any  contracts  with  certificated  staff  and  (3)  placing  on  leave  of  absence  any 
certificated  staff  because  of  a  decrease  in  pupil  em'ollment.  school  district  reorganization  or  the 
financial  condition  of  the  school  district. 

Our  assumption  is  the  state  would  develop  a  series  of  "template"  standards  of  evaluation  and 
guide  the  development  of  testing  tools  that  could  be  utilized  by  individual  districts. 

Required  tests  and  test  development 

This  requires  the  state  to  make  assessments  available  in  all  subjects.  Districts  will  recognize 
that  the  language  allows  them  to  create  their  own  unique  assessments,  but  no  districts  would 
be  able  to  fund  the  development  of  tests  to  meet  the  reliability,  validity  and  scope  required 
by  this  proposal.  Since  the  results  of  these  assessments  would  be  the  major  factor  in 
employment  decisions,  districts  will  require  defensible  research-based  measures  with  proven 
validity.  Individual  districts  cannot  fund  this  test  development;  it  will  have  to  be  done  at 
the  state  level.  Notably,  the  validity  of  Missouri  assessments  for  use  in  teacher  evaluations 
has  not  been  studied. 

Currently,  the  state  of  Missouri  offers  assessments  in  two  subjects,  math  and  communication 
arts,  for  students  in  grades  3-11.  Science  tests  are  available  for  5"^  and  8"^  grade,  and  high 
school  tests  for  biology  and  American  government.  The  state  paid  for  the  development  of 
the  tests,  including  item  and  task  specification,  item  authoring,  bias  and  sensitivity  checks, 
psychometric  work,  piloting,  lay  out  and  printing  for  the  paper  based  3-8  tests,  and 
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computer  adaptive  work  for  the  high  school  tests.  The  state  pays  for  the  scoring  of  these 
tests,  at  .06  per  test. 

In  addition,  tests  need  ongoing  revisions  through  the  use  of  parallel  questions,  so  the 
questions  are  not  the  same  from  year  to  year,  but  the  knowledge  and  skills  tested  remains 
the  same. 

In  order  to  evaluate  teachers  based  on  student  assessments,  you  must  first  have  baseline 
achievement  data  on  each  student  for  that  subject.  Current  growth  models  can  only  provide 
growth  data  for  4***  -  8*  grade  students  in  math  and  communication  arts,  because  there  is  no 
baseline  data  for  third  graders.  High  school  courses  each  consist  of  distinct  content  and 
scores  on  one  course  cannot  be  considered  a  starting  point  for  another. 

Massachusetts  began  to  use  student  growth  measured  by  state  assessments  in  teacher 
evaluations,  and  found  current  assessments  only  produced  data  for  17%  of  teachers.  The 
language  in  3  (f)  would  require  annual  assessments  of  pre-K  to  8*  grade  students  in  every 
subject.  High  school  courses  and  some  middle  school  courses  would  require  pre -tests  at  the 
beginning  of  the  course  as  well  as  end  of  course  tests  because  the  content  is  course-specific. 
Standards  would  have  to  be  established  for  each  subject  and  each  course.  In  order  to  use 
test  scores  in  teacher  evaluation,  it  is  necessary  to  know  where  students  are  when  they  enter 
the  teacher's  classroom. 
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Growth  vs.  Proficiency  i^lodeis 


Achievement 
Proficient 


In  terms  of 
growth, 
Teachers  A  and 
B  are 
performing 
equally 


Teacher  A: 

"Success"  on 

Ach.  Levels 

Teacher  B: 

"Failure"  on  Ach. 

Levels 

Start  of  School  Year 


End  of  Year 


Slide  courtesy  of  Doug  Harris,  Ph.D,  University  of  Wisconsin-Madison 


As  illustrated  above,  two  teachers  can  have  students  who  grow  equally  during  the  school 
year,  but  if  you  only  consider  the  final  score  of  the  students,  one  could  be  considered 
effective  and  the  other  not  effective. 
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Growth  vs.  Proficiency  Models  (2) 


Achievement 

Proficient 

^ — ^ 

High  Ach.  Level,  ^  

Low  Value-Added  ^ — "  >r 

A  teacher  with 

low- 

proficiency 

students  can 

Low  Ach.  Level, 

still  be  high  in 

^."^             High  Value-Added 

terms  of 

growth  (and 

vice  versa) 

Start  of  School  Year                                         End  of  Year 

Slide  courtesy  of  Doug  Harris,  Ph.D,  University  of  Wisconsin-Madison 


In  the  illustration  above,  the  students  who  had  the  lowest  scores  at  the  end  of  the  year  grew 
significantly  more  during  the  school  year  than  the  students  who  scored  proficient.  This  is 
another  way  to  show  the  importance  of  knowing  how  much  students  know  in  a  given  subject 
before  using  scores  for  teacher  evaluation. 

Most  of  the  following  list  of  courses  were  taken  from  the  Missouri  School  Improvement 
Program  5  Resource  Standards,  found  at 

http://dese.mo.gov/qs/documents/MSIP5_Resource_Standards_Crosswalk.pdf  A  few 
courses  were  added  that  some  schools  offer  above  those  required. 
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Table  1 


Elementary  Courses 

Middle  School  Courses 

Pre-test  required 

1 

Math 

Math 

2 

Reading 

Reading 

3 

Language  Arts 

Language  Arts 

4 

Social  Studies/History 

Social  Studies/History 

Pre-test 

5 

Science  by  grade 

Science 

6 

Art  by  grade 

Art 

7 

Physical  Education 

Physical  Education 

8 

Health  by  grade 

Health 

9 

Foreign  Language 

Foreign  Language 

Pre-test 

10 

Career  Awareness 

Career  Education 

Pre-test 

11 

Library  Skills 

Computer  Literacy 

Pre-test 

12 

Instrumental  Music  I  and  II 

Instrumental  Music 

Pre-test 

13 

Music  by  grade 

Vocal  Music 

14 

Agriculture 

Pre-test 

15 

Family  and  Consumer  Science 

Pre-test 

16 

Industrial  Technology 

Pre-test 

17 

Speech 

Pre-test 

18 

Algebra  1 

Pre-test 

Tests  needed  under  proposed  ballot  initiative 


Middle  school  students  are  required  to  take  the  four  core  subjects,  physical  education, 
health,  art  and  music.  Some  students  will  also  have  a  stand-alone  reading  course.  This 
totals  nine  subjects  for  one  year.   Seventh  and  eighth  graders  must,  in  addition,  have  access 
to  four  exploratory  classes,  bringing  the  total  courses  for  them  to  13.  Some  of  these  courses 
would  only  last  for  6  weeks,  others  may  last  a  semester.  All  schools  do  not  offer  the  same 
four  exploratory  classes,  but  tests  for  each  course  offered  would  be  required.  Pre-tests 
would  be  required  for  nine  of  these  courses,  as  not  all  students  enrolled  would  have  taken 
prior  coursework  in  that  area.  In  the  case  of  social  studies/history,  students  would  have 
taken  prior  social  studies  courses,  but  in  7*  and  8*  grade,  social  studies  classes  are  content- 
specific,  for  example,  civics  and  geography  one  year,  American  History  up  to  the  Civil  War 
the  next. 

High  school  courses  would  require  a  pre-test  and  an  end-of-course  test.  Jefferson  City  High 
School  offers  236  unique  courses  in  2012-13.  That  would  require  the  development  and 
administration  of  472  tests,  only  8  of  which  are  currently  available. 
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Table  1.2 

Number  of  1 

tests  to  develop  per  grade 

Grade 

#  courses 

-  current  tests 

+  pre-tests  needed 

Total  new  tests 
needed 

2 

11° 

0 

11 

22 

3 

11 

2 

0 

9 

4 

12  * 

2 

1 

11 

5 

13°° 

2** 

0 

10 

6 

12 

2 

0 

10 

7 

y  000 

2 

9 

24 

8 

18 

10 

25 

9-12 

236 

8 

236 

464 

575  total  new  tests 

This  table  assumes  tests  for  all  subjects  in  grades  2-6  could  be  created  which  are 
vertically  scaled.  This  may  not  be  possible,  as  different  content  areas  within  each 


discipline  are  covered  in  different  grades.  Social  studies  provides  a  good  example  of 
an  area  where  this  assumption  is  likely  erroneous.  Geography  many  be  the  focus 
one  year,  world  history  another,  and  American  history  another  year. 

°13  from  list  above,  minus  career  awareness,  which  is  built  into  the  other  subjects,  and 

Instrumental  Music  which  starts  in  4"^  grade 
*  add  Instrumental  Music  1 
°°  add  Instrumental  Music  II 

**  Currently,  5*^  graders  take  a  science  test,  but  new  science  tests  would  have  to  be 
developed  that  were  vertically  scaled  and  designed  to  be  taken  annually 

°°° Algebra  I  test  for  7"^  graders  and  8"^  graders  would  be  the  same,  so  only  included  in 
8"^  grade  count 

***  Algebra  I  test  exists,  but  not  a  pre-test.  8*^  grade  science  test  would  need  replaced, 
see  5^^  grade  note 

To  find  the  cost  of  developing  high  quality  assessments  to  generate  "quantifiable  student 
performance  data  as  measured  by  objective  criteria,"  Section  3(f),  it  is  reasonable  to  use  the 
costs  currently  incurred  to  develop  new  assessments  of  the  Common  Core  State  Standards. 
The  Missouri  State  Board  of  Education  adopted  these  standards.  Missouri  is  one  of  23  states 
in  the  Smarter  Balanced  Assessment  Consortium.  SBAC  is  developing  assessments  for 
math  and  English  language  arts  for  grades  3  through  8,  and  once  in  high  school  with  a  grant 
awarded  by  the  U.  S.  Department  of  Education,  with  funding  provided  by  the  American 
Recovery  and  Reinvestment  Act.  In  Table  2,  we  show  the  costs  incurred  and  published  as  of 
March  22,  2013.  When  similar  ballot  language  was  submitted  last  year,  we  used  the  costs 
known  up  to  that  time,  only  RFP  01  through  09  and  RFP  14. 

All  costs  are  taken  from  RFPs  on  Smarter  Balanced  Assessment  Consortium  website  at 
http://www.kl2.wa.us/SMARTER/Jobs-Contracts.aspx.  For  each  RFP,  go  to  8.  Funding. 
Each  RFP  states:  "OSPI  has  estimated  the  cost  of  this  work  as  not  to  exceed  $XXXX  for 
this  project.  Proposals  in  excess  of  (same  number)  will  be  rejected  as  non-responsive  and 
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will  not  be  evaluated."  Michael  Middleton  at  SBAC  told  Ann  Jarrett  by  phone  that 
contracts  were  awarded  for  the  amounts  on  the  RFPs.  Those  numbers  are  stated  in  Table  2. 


Table  2.  Test  development  costs: 


Project 

Details 

Bid  Cost 

SBAC  RFP  No.  24 

Sustainability  Cost 
Modeling 

$80,000 

SBAC  RFP  No.  23 

Digital  Library  with 
Formative  Assessment 
Practices  and  Professional 
Learning  Resources  for 
Educators 

$8,400,000 

SBAC  RFP  No.  2012-21 

Informal  Solicitation  for 
Translation  Services 

$19,500 

SBAC  RFP  No.  12 

Achievement  Level 
Descriptors 

$358,400 

SBAC  RFP  No.  1 1 

Test  Delivery  System 

$14,000,000 

SBAC  RFP  No.  22 

Organization  Development 
and  Business  Process 
Consulting 

$350,000 

SBAC  RFP  No.  19 

Test  Administration 

$2,167,881 

SBAC  RFP  No.  19B 

Smarter  Balanced  Test 
Administration  for  the  Field 

Test 

$4,847,798 

SBAC  RFP  No.  16/17 

Field  Test  Item  &  Task 
Writing  and  Pilot  &  Field 
Test  Scoring 

$55,100,000 

SBAC  RFP  No.  15 

Report  System 
Development 

$4,874,229 

SBAC  RFP  No.  14 

SBAC  Pilot 
Item/Task/Stimulus 
Research,  Development, 

and  Reviews 

$19,000,000 

SBAC  RFP  No.  09 

Test  Blueprint  and 
Computer  Adaptive  Test 
Specifications 

$2,200,000 

SBAC  RFP  No.  07 

Item  Authoring  and  Item 
Pool  Application 

$1,988,000 

SBAC  RFP  No.  08  1-2012 

Participation  and  Training 

$739,392 

to  10-2013 

Materials 

SBAC  RFP  No.  05 

Psychometric  Services 

$3,500,000 

SBAC  RFP  No.  06 

Development  of 
Accessibility  and 
Accommodations  Pohcies 
and  Materials 

$930,000 

SBAC  RFP  No.  04 

SMARTER  Balanced 

$1,500,000 
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Assessment  Consortium 
Request  for  Proposals  to 
Develop  Item  and  Task 
Specifications,  Style  Guide, 
Bias  and  Sensitivity 
Guidelines,  and 
Accessibility  and 
Accommodations 
Guidelines 

SBAC  RFP  No.  03 

SMARTER  Balanced 
Assessment  Consortium  II 
Systems  Architecture 

$2,000,000 

SBAC  RFP  No.  02 

IT  Readiness  Tool  for 
SBAC  and  PARCC  (word) 

$500,000 

SBAC  RFP  No.  01 

Smarter  Balanced 
Assessment 
Communications  RFP 

$2,200,000 

Total  for  Math  and  CA 

14  tests:  two  per  grade  for 

3-8  grades  and  11**^  grade 

$124,755,200 

Cost  per  test  to  develop 

(line  above  divided  by  14) 

$8,911,085 

Cost  for  575  new  tests 
(line  above  X  575) 

(line  above  X  575) 

$5,123,873,875 

Costs  for  pre-K,  K  and  1**  grade  testing 

Administering  assessments  for  pre-K  through  first  grade  students  differs  significantly  from 
administering  assessments  for  older  students.  According  to  Joann  Ralston  at  DESE,  the 
state  of  Missouri  is  currently  piloting  three  assessments,  one  of  which  is  Brigance  Early 
Childhood.  In  2015,  current  versions  wiU  not  be  available,  so  costs  below  are  based  on  the 
new  III  screenings.  Prices  can  be  found  at 

http://www.curriculumassociates.com/products/detail.aspx?title=BrigEC- 
Screens3#ordemow. 

Each  teacher  would  need  to  be  trained  in  administering  the  assessments,  have  a  testing 
manual,  data  sheet  for  each  student  each  time  the  test  is  administered,  and  use  of  the  online 

data  management  system.  Each  teacher  needs  a  manual  because  this  assessment  is  done  by 
observing  and  interacting  with  students  over  a  six  week  period.  The  desirable  class  size  for 
pre-K  to  first  grade  is  15  to  17  students,  but  we  are  using  a  class  size  of  20  for  purposes  of 
this  calculation. 
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Table  3.1  Costs  for  pre-K  to  first  grade  pre-  and  post-testing 


Grade 

Number 

Data 

Online 

Teacher 

Total 

Total  per 

Total 

Total 

of 

sheet: 

manage- 

manual 

per 

grade  first 

annual 

annual 

students 

2  per 

ment 

at  $189 

student 

year 

costs  * 

cost 

year 

system 

Year  1 

Per 

student 

Pre-K 

29,141 

$2.16 

$3.50 

$9.45 

$15.11 

$440,320 

$6.13 

$178,634 

(2011) 

K 

66,000 

$2.16 

$3.50 

$9.45 

$15.11 

$997,260 

$6.13 

$404,580 

1 

66,000 

$2.16 

$3.50 

$9.45 

$15.11 

$997,260 

$6.13 

$404,580 

Total 

$2,434,840 

$987,794 

*  Assumes  replacing  teacher  manuals  for  new  hires  at  5%  per  year,  plus  online  system  and 
data  sheets. 

Cost  local  districts  would  pay  to  DESE  for  tests:  Cost  estimates  are  based  on  current 
charge  to  districts  for  MAP  tests,  and  testing  every  student  in  every  subject,  with  pre-tests  as 
necessary.  Costs  for  districts  for  grades  3  though  8  tests  can  be  found  at 
http://dese.mo.gov/divimprove/assess/documents/asmt-gl-oe-cover-letter-2013.pdf  The 
state  basically  charges  $1.80  per  grade  level  for  two  tests,  or  $.90  per  test. 


Table  3.3  Costs  districts  would  pay  to  DESE  for  elementary  and  middle  school  tests 


Grade 

Total 
students 

Cost  per  test 

Statewide  total  one 
subject 

Number  of 
subjects  per 
student 

Statewide  total 

2 

66,000 

$.90  est. 

$59,400 

9 

$534,600 

2 

66,000 

$.90 

$59,400 

9  pre-tests 

$534,600 

3 

66,000 

$.90 

$59,400 

9 

$534,600 

4 

66,000 

$.90 

$59,400 

9 

$534,600 

5 

66,000 

$.90 

$59,400 

9 

$534,600 

6 

66,000 

Free  for  math  and 
CA  now 

$59,400  for  additional 
subjects 

9 

$534,600 

7 

66,000 

$.90 

$59,400 

13 

$772,200 

7 

66,000 

$.90 

$59,400 

4  pre-tests 

$237,600 

8 

66,000 

$.90 

$59,400 

13 

$772,200 

8 

66,000 

$.90 

$59,400 

4  pre-tests 

$237,600 

Total 

462,000 

Total 

$5,227,200 

Current  cost  to  give  14  tests  (2  are  fi-ee)  $712,800 

New  costs 

$4,514,400 

Grade  3-8  math  and  English,  plus  2  science  tests 
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On  average,  Missouri  high  school  students  take  seven  classes  a  day,  one  or  more  of  which 
are  semester  courses.  Older  students  take  more  semester  courses.  Costs  for  districts  can  be 
found  at  http://dese.mo . gov/divimprove/assess/ eoc.html.  The  state  charges  $1.80  per  test. 
DESE  does  not  currently  charge  for  the  high  school  end-of-course  tests  that  are  not  yet 
required,  but  this  initiative  would  make  every  test  required,  so  districts  would  have  to  pay 
for  each  test.  The  current  cost  is  based  on  end-of-course  tests  required  for  the  class  of  2016: 
Algebra  I,  Biology,  English  I,  English  II,  American  History  and  American  Government. 


Table  3.4  Costs  dis 

tricts  would  pay 

to  DESE  for  high  school  tests 

Grade 

Students 

Cost  per  test 

Statewide  one 
test 

Number  of  subjects 
(pre-  and  post- 
tests) 

Statewide 
total 

9 

66,000 

$1.80 

$118,800 

8x2  tests 

$1,900,800 

10 

66,000 

$1.80 

$118,800 

8x2  tests 

$1,900,800 

11 

66,000 

$1.80 

$118,800 

9x2  tests 

$2,138,400 

12 

66,000 

$1.80 

$118,800 

9x2  tests 

$2,138,400 

Total 

$8,078,400 

Subtract  current  cost  of  6  tests  per  graduate 

$712,800 

Total  new  cost 

$7,365,600 

State  costs  to  administer  tests  each  year 

Missouri  appropriated  $10.5  million  for  MAP  and  EOC  tests  in  FY  2012,  covering  22  tests: 
3"^^  to  8*  grade  math,  3'^'*  to  8*^^  grade  communication  arts,  5*^  and  8*''  grade  science,  and  eight 
high  school  end-of-course  tests.  This  averages  to  $477,273  per  test,  and  each  of  these 
current  tests  is  given  to  every  student  in  a  given  grade  level.  After  6*  grade,  every  student 
does  not  take  the  same  courses,  so  would  not  take  the  same  assessments,  but  would  all  take 
the  same  number  of  assessments,  as  they  would  be  enrolled  in  the  same  number  of  courses. 

It  is  safe  to  assume  you  would  lose  some  economy  of  scale  due  to  secondary  level  tests 
being  given  to  fewer  students  per  test,  with  more  tests  to  revise  each  year  per  grade  level. 
Those  additional  costs,  though  reasonable  to  assume,  are  not  estimated  here. 


Table  3.5  State  costs  to  administer  tests 


Grade 

Cost  per  assessment 

Number  of  assessments  per 
student 

Statewide  total 

2 

$477,273 

9  pre-  and  9  post-tests 

$8,590,914 

3 

$477,273 

9 

$4,295,457 

4 

$477,273 

9 

$4,295,457 

5 

$477,273 

9 

$4,295,457 

6 

$477,273 

9 

$4,295,457 

7 

$477,273 

13 

$6,204,549 

7 

$477,273 

4  pre-tests 

$1,909,092 

13 


8 

$477,273 

13 

$6,204,549 

8 

$477,273 

4  pre-tests 

$1,909,092 

9 

$477,273 

8  pre-  and  8  post-tests 

$7,636,368 

10 

$477,273 

8  pre-  and  8  post-tests 

$7,636,368 

11 

$477,273 

9  pre-  and  9  post-tests 

$8,590,914 

12 

$477,273 

9  pre-  and  9  post-tests 

$8,590,914 

Total 

$74,454,588 

Costs  for  adopting  DESE  approved  evaluation  system 

Sections  3(f)  and  3(h)  state  that  DESE  must  approve  the  evaluation  system  of  local  school 
districts.  DESE's  current  Missouri  Model  Educator  Evaluation  System  sets  forth  seven 
essential  principles.  One  of  these  principles  states:  "The  system  acknowledges  evaluator 
training  as  a  highly  significant  factor  for  reliably  evaluating  performance."  It  is  reasonable 
to  assume  any  DESE  approved  evaluation  system  will  have  to  show  their  evaluators  were 
sufficiently  trained.  Those  who  evaluate  teachers,  principals,  or  assistant  superintendents 
would  all  need  to  be  trained  under  this  proposed  amendment. 

Missouri's  ESEA  Waiver  requires  Missouri  school  districts  to  adopt  an  educator  evaluation 
system  that  incorporates  the  seven  essential  principles,  including  training  for  evaluators  and 
use  of  evaluation  results  in  employment  decisions.  However,  the  proposed  amendment  is 
far  more  prescriptive  about  the  weight  and  use  of  evaluations.  This  heightened  importance 
will  eliminate  the  option  available  under  the  waiver  to  use  training  programs  of  lower 
quality  and  therefore  lower  cost. 

The  University  of  Missouri  now  offers  training  for  evaluators  of  teachers,  so  we  know  how 
much  it  costs  to  train  evaluators  and  the  data  services  necessary  to  track  the  data  needed  for 
evaluations.  It  is  reasonable  to  assume  the  same  costs  for  evaluators  of  administrative 
personnel  who  hold  a  certificate  to  teach  in  Missouri. 

Current  charges  from  the  Network  for  Educator  Effectiveness  at  the  University  of  Missouri 
are  given  below.  Marc  Doss,  director  of  the  Heart  of  Missouri  Regional  Professional 
Development  Center  that  operates  the  Network,  supplied  the  costs.  While  teacher  leaders 
can  also  be  trained  and  serve  as  evaluators,  the  table  below  uses  only  the  number  of  current 
principals  and  superintendents  in  Missouri  in  the  calculations. 

First  year  costs  include  initial  evaluator  training:  (see  Appendix  A) 
$1300  each  for  the  first  6  in  the  district 
$1000  for  the     -12'''  evaluator  in  the  district 
$800  for  the  13"'-20"'  evaluator  in  the  district 

Of  Missouri's  520  school  districts,  the  majority  would  have  under  12  evaluators.  We  use  a 
conservative  estimate  of  $1 100  per  evaluator  as  a  state  wide  average  in  the  calculations 
below. 
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First  year  and  recurring  annual  cost  for  data  services,  including  teacher  professional 
development  materials,  evaluator  access,  teacher  database,  building  and  district  reports,  and 
teacher  data  file  preparation  is  $12  per  certificated  staff.  Tom  Ogle,  Missouri  Department 
of  Elementary  and  Secondary  Education,  supplied  the  number  of  teachers,  principals  and 
superintendents  (by  headcount)  for  2012-13  used  in  the  calculations  below.  Since  school 
counselors  and  librarians  are  no  longer  required  to  hold  a  certificate  to  teach,  they  are  not 
included  in  the  figures.  Any  counselors  or  librarians  who  do  hold  a  certificate  to  teach 
would  need  to  be  added  to  the  number  of  teachers,  which  would  increase  the  cost. 

Each  evaluator  needs  an  annual  re-certification,  at  a  cost  of  $300.  In  addition,  some  new 
evaluators  will  need  to  receive  training  each  year  across  the  state.  Few  districts  would  have 
more  than  6  new  evaluators  in  one  year,  so  the  cost  would  be  $1300  per  evaluator. 

Currently,  the  Network  for  Educator  Effectiveness  does  not  have  the  capacity  to  train  all 
Missouri  evaluators  by  fall  of  2015.  Other  commercial  evaluator  training  systems  are 
available.  When  the  quality  of  the  training  is  comparable,  the  cost  for  these  commercial 
systems  is  higher  than  NEE.  Some  charge  as  much  as  $45*  annually  per  person  evaluated 
for  data  services,  rather  than  the  $12  charged  by  NEE  for  the  same  service. 
*Teachscape/Danielson' s  Framework 


Table  4.1  Statewide  first  year  costs 


Cost 

Personnel  number 

Total  cost 

per 

Training  for  evaluators 
Principals,  superintendents,  and 

assistants 

$1100 

4,022 

$  4,424,200 

Data  Services  for  record- 
keeping, per  person  evaluated: 
Teachers,  principals,  assistant 
superintendents 

$12 

72,410 

$  868,920 

Total 

$  5,293,120 

Table  4.2  Statewide  ongoing  annual  costs 


Cost  per 

Personnel  number 

Training  for  new  evaluators 

$1300 

8%  turnover*  =  321 

$  416,000 

Refresher  training 

$300 

3,701 

$  1,110,300 

Data  Services 

$12 

72,410 

$  868,920 

Total 

$  2,395,220 

*The  8%  turnover  is  estimated.  Missouri  has  50  to  60  first  year  superintendents  every  year, 
which  is  9  to  10%  of  the  520  superintendents  in  the  state.  8%  assumes  a  slightly  smaller 
turnover  in  principals. 
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Technology  for  administering  assessments 

This  proposed  amendment  would  begin  in  July  2015.  New  assessments  for  the  common 
core  are  piloting  now,  with  full  implementation  in  2014.  The  new  assessments  are 
computer-based.  The  Smarter  Balanced  Assessment  Consortium  will  offer  paper-based 
tests  only  for  the  tirst  three  years,  (see  Appendix  B)  It  is  reasonable  to  assume  any  new  tests 
developed  for  additional  subjects  and  courses  would  also  be  computer  based,  as  all  testing 
developers  are  moving  to  computer-based  tests.  The  Smarter  Balanced  Assessment 
Consortium  will  offer  paper-based  tests  only  for  the  first  three  years.  They  are  piloting  this 
year,  and  by  the  time  this  proposed  amendment  begins  in  July  2015,  the  sun  will  be  setting 
on  paper-based  tests.  Requiring  additional  tests  will  further  strain  school  capacity. 

Currently,  the  8  high  school  end-of-course  tests  are  computer-based.  Districts  close  down 
all  computer  labs  district-wide  during  EOC  testing  because  all  the  district  bandwidth  is 
needed  for  the  testing.  In  many  districts,  teachers  cannot  use  the  Internet  to  report 
attendance  or  stream  instructional  video.  Districts  are  struggling  to  afford  the  technology 
infrastructure  and  devices  required  to  add  computer-based  tests  for         grade  math  and 
English  language  arts,  5*  and  8*  grade  science  in  2014-2015.  Schools  must  add  internet 
bandwidth  and  add  the  ability  to  connect  many  more  devices  at  once.  Most  often  the  least 
expensive  way  is  to  go  wireless. 

Jefferson  City  Public  Schools  are  researching  devices  that  meet  testing  specifications. 

Garrett  Miller,  Director  of  Technology  for  Jefferson  City  Public  Schools,  provided  the  data 
used  here.  The  three  least  expensive  cost  options  include: 

•  iPad2  at  $399  plus  $60  for  keyboard/dock  to  handle  tj^ing  and  charging  =  $459 
total 

•  Citrix  VDI  at  $550  for  standard  desktop,  not  counting  additional  furniture  needed 

•  Vmware  View  at  $750  not  counting  switch  upgrades,  additional  furniture,  and 
Microsoft  Office  licensing,  estimated  at  $80,000  for  JCPS 

For  our  calculations,  we  use  the  lowest  cost  for  the  devices  needed  to  accommodate  the 
additional  testing  which  would  be  required  by  this  proposed  amendment. 

Current  tests  for  math  and  English  language  arts  require  several  hours  for  each  subject.  The 
new  tests  that  begin  in  2014  will  take  a  substantial  amount  of  computer  time:  6  to  7.5  hours 
for  math  and  6  to  7.5  hours  for  English  language  arts  for  each  grade  taking  the  assessment.  * 
Jefferson  City  determined  for  grades  3-5  testing  of  2,226  students,  they  would  need  1000 
devices  to  complete  just  math  and  English  language  arts  testing  within  the  testing  window, 
given  the  length  of  time  required  for  each  test.  Using  this  ratio  of  2226/1000,  we  see  the 
need  for  1  device  for  every  2.2  students  to  test  just  two  (2)  subjects.  When  you  move  to 
testing  every  subject  for  every  child,  you  will  need  a  1  to  1  ratio  of  computer  device  to 
student. 

•  http://www.smarterbalanced.org/wordpress/wp-content/uploads/2011/12/Smarter- 
Balanced-Preliminary-Test-Blueprints.pdf 
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Additional  Internet  capacity  would  be  required  to  meet  the  demands  of  more  testing. 
Wireless  technology  would  be  less  expensive  than  running  enough  cable  for  1 : 1  computing. 
Garret  Miller,  director  of  technology  for  Jefferson  City  Public  Schools,  supplied  the 
following  information: 

We  estimate  approximately  $1000  per  classroom  to  meet  the  density  requirements 
for  a  1 : 1  deployment,  as  that  forces  one  WiFi  Access  Point  per  classroom.  This 
dollar  amount  includes  the  cost  of  the  Access  Point,  the  license  for  the  controller 

managing  it,  and  the  installation  of  the  network  cable.  Additional  factors  that 
determine  overall  costs  are  network  switches  needed  to  accommodate  each  network 
cable  run  to  each  access  point. 

Miller  says  JCPS  has  over  300  iPads  in  use  and  they  have  replaced  three  (3)  due  to  cracked 
screens.  This  represents  a  1%  replacement  rate  per  year.  This  estimate  is  shown  as  an 
annual  cost  in  Table  4.3.  The  cost  of  periodic  replacement  of  every  device  as  current 
devices  become  outdated  and  unable  to  meet  new  technical  requirements  are  not  included 
here. 


Table  4.3  Required  technology 


Number  of 

Number  of 

Cost 

Annual 

Wireless 

Initial  cost 

Annual 

students/de- 

classrooms 

per 

replace- 

cost per 

cost 

vices  needed 

at  25 

device 

ment  1% 

classroom 

for  1:1 

students 

of 

Grades  2-12 

per  class 

devices 

726,000 

$459 

$333,234,000 

726,000 

29,040 

$1,000 

$29,040,000 

726,000 

$459 

7260 

$3,332,340 

Total 

$362,274,000 

$3,332,340 

Not  included:  Maintenance,  network  switches,  technology  staff,  training  for  teachers,  cost 
for  additional  broadband  needed 


Summary  of  costs 


Initial  cost 

Annual  cost 

Set  content  standards  for  new  tests 

Not  included 

Periodic  revisions 

Develop  all  new  tests-  Table  2 

$5,123,873,875 

Annual  revisions 

Pre-K,  K,  and  1**'  grade  testing  Table  3.1 

$2,434,840 

$987,794 

Training  for  Pre-K,  K  and  l'^'  grade  teachers 

Not  included 

Not  included 

District  pays  grades  2-8  additional  tests  Table  3.3 

$4,514,400 

$4,514,400 

District  pays  grades  9-12  additional  tests  Table  3.4 

$7,365,600 

$7,365,600 

DESE  administer  tests  Table  3.5 

$74,454,588 

$74,454,588 

Evaluation  costs  Table  4. 1  and  Table  4.2 

$  5,293,120 

$  2,395,220 

Technology  Table  4.3 

$362,274,000 

$3,332,340 

Increased  bandwidth  required  for  more  tests 

Not  included 

Internet  access$ 

Total  estimate  of  costs  included  here 

$5,580,210,423 

$93,049,942 
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Appendix  A 


NETWORK  FOR  EDUCATOR  EFFECTIVENESS 

University  of  Missouri 

CoIhg<  of  EdiKxfaofi 
A  coiitft  an  tiu  mm 

Support  Services  (Year  1) 

Pre-lmplementation  Planning  and  Consultation  (fall-spring) 

Evaluator  and  Supervisor  Training  3-days  and  two  online  courses  (summer) 

NEE  Implementation  Preparation  for  Teachers  (spring  and  August) 

On-site  Follow-up  Technical  Assistance  by  NEE  Field  Support  Staff  (Sept-Nov) 

Costs: 

$1,300  for  each  evaluator  for  the  first  6  in  the  district 
$1,000  for  each  evaluator  for  the  7^^-12'^  in  the  district 
$800  for  each  evaluator  for  the  13*^-20'*'  in  the  district 
Beyond  20  evaluators  call  Marc  Doss  for  pricing 

Support  Services  (Year  2  and  Beyond) 

Evaluator  &  Supervisor  Re-Certification  Training  1-day  &  two  online  courses  (summer 
On-site  Follow-up  Technical  Assistance  by  NEE  Field  Support  Staff  (Sept-Nov) 

Costs: 

$300  for  each  evaluator  each  year 

Database  Services  (Annual) 

Teacher  Database  and  PD  Activities  Access 
Evaluator  Access 

Access  to  Building  and  District  Reports 
Online  Student  Survey  Services 
Teacher  Data  File  Preparation  (July) 

Costs: 

$12  for  each  teacher  in  the  NEE  system  each  year 

Contact  Infornnation: 

Dr.  Marc  Doss 
dossm(a)missouri.edu 


Smarter 
Balanced 

Assessment   ^. . 


Computer  Adaptive  Testing 


The  Smarter  Balanced  Assessment  Consortium  is  a  state-led  consortium  working  collalwratively  to  develop  next-generation 
assessments  aligned  to  the  Common  Core  State  Standards  (CCSS)  that  measure  student  progress  toward  college-  and 
career-readiness.  The  work  of  the  Consortium  is  guided  by  the  belief  that  a  high-quality  assessment  system  can  provide 
resources  and  tools  for  teachers  and  schools  to  improve  instruction  and  help  students  succeed. 


An  Innovative  Approach 

The  Smarter  Balanced  assessment  system  capitalizes  on  the 
precision  and  efficiency  of  computer  adaptive  testing  (CAT)  for 
both  the  mandatory  summative  assessment  and  the  optional 
interim  assessments.  Based  on  student  responses,  the 
computer  program  adjusts  the  difficulty  of  questions  throughout 
the  assessment  For  example,  a  student  who  answers  a 
question  correctly  will  receive  a  more  challenging  item,  while 
an  incorrect  answer  generates  an  easier  question.  By  adapting 
to  the  student  as  the  assessment  is  taking  place,  these 
assessments  present  an  individually  tailored  set  of  questions  to 
each  student  and  can  quickly  identify  which  skills  students  have 
mastered.  This  approach  represents  a  significant  improvement 
over  traditional  paper-and-pencil  assessments  used  In  many 
states  today. 

►  Better  information  for  teachers:  Optional  computer  adaptive 
interim  assessments  will  provide  a  more  detailed  picture  of 
where  students  excel  or  need  additional  support,  helping 
teachers  to  differentiate  instruction.  The  interim  assessments 
will  be  reported  on  the  same  scale  as  the  summative 
assessment,  and  schools  will  have  flexibility  to  assess  small 
elements  of  content  or  the  full  breadth  of  the  CCSS  at  locally- 
determined  times  throughout  the  year. 

►  More  efficient  and  more  secure:  Computer  adaptive  tests  are 
typically  shorter  than  paper-and-pencil  assessments  because 
fewer  questions  are  required  to  accurately  determine  each 
student's  achievement  level.  The  assessments  draw  from  a 
large  bank  of  questions,  and  since  students  receive  different 
questions  based  on  their  responses,  test  items  are  more 
secure  and  can  be  used  for  a  longer  period  of  time. 

►  More  accurate:  Computer  adaptive  testing  offers  teachers 
and  schools  a  more  accurate  way  to  evaluate  student 
achievement,  readiness  for  college  and  careers  and  to 
measure  growth  over  time. 


Support  for  States 

Smarter  Balanced  is  committed  to  helping  states  transition 
successfully  to  CAT.  We  collaborated  with  PARCC  to  develop  a 
technology  readiness  tool  to  identify  infrastructure  gaps  that 
might  serve  as  barriers  for  computer-based  assessments. 
States  will  have  the  option  to  administer  a  paper-and-pencil 
version  of  the  summative  assessment  during  a  three-year 
transition  period.  Finally,  the  12-week  administration  window 
for  the  summative  assessment  will  reduce  pressure  on  school 
information  technology  resources. 


Additional  Resources 

Smarter  Balanced  is  working  with  experts  in  the  field  of 
computer  adaptive  testing,  drawing  on  the  experience  of 
member  states  like  Oregon,  which  implemented  CAT  in 
2001.  For  more  information  on  CAT,  see: 

►  A  Framework  for  the  Development  of  Computerized 
Adaptive  Tests.  Nathan  A.  Thompson.  Assessment 
Systems  Corporation,  and  David  J.  Weiss,  University  of 
Minnesota 

►  The  Road  Ahead  for  State  Assessments.  Rennie  Center 
for  Education  Research  &  Policy,  Policy  Analysis  for 
California  Education  (PACE) 


LEARN  MORE  AND  GET  INVOLVED 

Visit  SmarterBalanced.org  to  learn  more  about  the  Smarter 
Balanced  Assessment  Consortium  and  sign-up  to  receive  our 
monthly  eNewsletter.  For  more  information,  please  contact 
lnfo@SmarterBalanced.org. 


SmarterBalanced.org 


Scott  Dieckhaus  provided  infonnation  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 

I  am  providing  the  following  comments  as  a  proponent  of  the  Teacher  Tenure  Initiative 
Petition  submitted  on  March  15,  2013. 

I  have  studied  education  policy  and  reform  for  many  years,  as  a  former  teacher  and 
former  Chair  of  the  House  Elementary  and  Secondary  Education  Committee.  In  addition, 
I  became  familiar  with  the  state  of  education  funding  and  school  finance  in  Missouri  and 
at  the  local  level. 

Our  students  cannot  afford  to  be  subject  to  ineffective  teachers  any  longer.  Our  school 
districts  cannot  afford  the  current  process  of  trying  to  fire  ineffective  teachers.  Our 
districts  cannot  afford  the  extra  time  it  takes  to  attempt  to  "catch  students  up"  in  the  year 
following  their  year  with  an  ineffective  teacher.  Our  districts  cannot  afford  to  lose  our 
most  effective  teachers  as  a  result  of  frustration  that  promotions,  pay  increases  and  other 
personnel  decisions  were  not  based  on  performance. 

The  current  system  for  evaluating  educators  is  outdated.  While  DESE  is  in  the  process  of 
implementing  much  needed  reforms  with  respect  to  student  assessments  and  educator 
evaluations,  this  initiative  petition  seeks  to  make  additional  changes  that  will  help  our 
students  be  work-ready  to  compete  on  the  global  level.  Increased  teacher  effectiveness  is 
the  key  to  increased  student  success. 

The  proposed  initiative  has  similar  provisions  as  were  contained  in  a  piece  of  legislation  I 
sponsored  in  2012  -  HB  1526.  The  fiscal  note  from  that  bill  included  comments  from 
DESE  confirming  such  provisions  would  have  no  cost  to  the  state.  No  school  districts 
reported  any  costs  associated  with  the  legislation.  The  Fiscal  Note  for  the  Perfected  HCS 
for  HB  1526  was  $0  for  general  revenue,  $0  for  net  effect  on  other  state  funds,  and  $0  for 
local  school  districts. 

The  legislation  actually  placed  more  requirements  on  local  school  districts  than  does  this 
initiative  petition.  Based  on  all  my  experience,  the  total  fiscal  impact  to  state  and  local 
school  districts  as  a  result  of  the  initiative  petition  is  zero. 

Katherine  Casas  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 

This  letter  serves  as  my  submission  on  fiscal  impact  relating  to  Teacher  Tenure  Initiative 

Petition  filed  on  March  15,  2013. 1  am  a  former  4*'grade  teacher  and  currently  serve  as 
state  director  of  the  Children's  Education  Council  of  Missouri  and  the  Children's 
Education  Alliance  of  Missouri,  and  I  am  a  supporter  of  the  proposed  measure. 

I  became  a  teacher  because  I  saw  first  hand  that  a  lack  of  poor  quality  education  had 
devastating  effects  on  the  lives  of  children  and  in  particularly  the  lives  of  at  risk 
children.  I  taught  for  three  years  in  the  St.  Louis  PubUc  Schools  as  a  4  "^grade  general 


education  student.  In  my  time  as  a  teacher  I  saw  first  hand  the  great  impact  that  a  great 
teacher  could  have  on  a  students'  life  and  unfortunately  I  saw  the  negative  consequences 
an  underperforming  teacher  could  have  on  the  life  of  a  student. 

Additionally,  as  state  director  of  two  education  policy  organizations,  I  spend  a  great  deal  of 
time  researching  current  best  practice  in  recruiting,  retaining,  and  creating  great  teachers. 
Evidence  is  clear,  evaluating  teachers  based  on  student  growth  and  then  using  those 
evaluations  to  make  decisions  about  who  has  the  privilege  to  educate  Missouri's 
children  is  the  best  way  to  create  a  world-class  education  system.  While  students  may 
enter  our  classrooms  and  schools  at  varying  levels,  it  is  our  job  to  see  that  while  they  leave 
our  classrooms  at  a  higher  level.  Without  student  achievement  data  and  meaningful 
evaluations,  it  is  hard  to  know  where  we  stand.  It  is  also  important  that  we  know 
decisions  relating  to  our  careers  are  going  to  be  based  on  this  feedback  and  performance, 
and  not  some  other  measure. 

I  have  spent  a  great  deal  of  time  in  the  last  couple  of  months  working  with  and 
researching  DESE's  educator  evaluation  pilot.  Based  on  numerous  conversations, 
presentations,  and  documents  on  their  website,  it  is  clear  to  me  that  nearly  all  or  all  of 
the  cost  associated  with  implementing  the  new  teacher  evaluation  system  are  going  to  be 
spent  by  DESE  whether  this  initiative  becomes  law  or  not.  Therefore,  I  believe  the  cost  to 
the  state  and  local  governments  and  school  districts  should  be  $0. 

Amanda  Henry  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 

This  letter  serves  as  my  submission  on  fiscal  impact  relating  to  the  Teacher  Tenure 
Initiative  Petition  filed  on  March  15,  2013.  I  am  a  former  special  education  teacher  and 
am  a  current  MBA/MA  (Educational  Leadership)  candidate  at  Saint  Louis  University, 
and  I  am  a  supporter  of  the  proposed  measure. 

I  was  inspired  to  teach  because  of  many  of  the  great  teachers  that  I  had  in  the  course  of 
my  schooling.  1  taught  for  five  years  in  the  St.  Louis  Public  Schools  in  elementary 
special  education.  I  saw,  first-hand,  the  value  to  students  of  great  teachers.  I  also, 
unfortunately,  saw  first-hand  the  cost  to  both  students  and  the  school  district  of 
ineffective  teachers.  In  my  opinion,  the  proposed  measure  would  help  districts  ensure 
that  they  are  hiring  and  retaining  the  most  effective  teachers. 

As  a  teacher,  it  is  important  to  receive  regular  feedback  regarding  performance.  Our 
ultimate  goal  is  to  see  growth  in  students.  While  students  may  enter  our  classrooms  and 
schools  at  varying  levels,  it  is  our  job  to  see  that  they  leave  our  classrooms  at  a  higher 
level.  Without  student  achievement  data  and  meaningful  evaluations,  it  is  hard  to  know 
where  we  stand.  It  is  also  important  that  we  know  decisions  relating  to  our  careers  are 
going  to  be  based  on  this  feedback  and  performance,  and  not  some  other  measure. 

It  is  my  understanding  that  increased  assessments  and  revised  evaluations  for  teachers  are 
already  being  handled  by  DESE.  The  limitation  on  the  length  of  teacher  contracts  and  the 


requirement  that  student  achievement  data  be  a  majority  of  any  evaluation  system  would 
not  require  any  additional  state  or  local  funds  to  implement. 

Joe  Knodell  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Please  consider  this  letter  as  my  proposed  statement  of  fiscal  impact  for  the  Teacher 
Tenure  initiative  petition  submitted  on  March  15,  2013. 

I  spent  twenty  years  as  a  teacher,  principal,  and  superintendent  in  the  East  Carter  County 
R-II  School  District.  I  also  spent  nearly  ten  years  as  the  superintendent  at  Twin  Rivers  R- 
X.  In  all  of  my  years  in  education,  I  learned  much  about  student  performance,  teacher 
performance,  teacher  evaluation  methods,  and  school  district  budgets. 

Through  my  experience,  I  know  that  our  best  teachers  had  a  tremendous  impact  on 
student  outcomes.  In  my  mind,  teacher  quality  is  one  of  the  most  important  determinants 
of  student  success. 

I  also  saw  first-hand  the  impact  of  underperforming  teachers  on  students.  I  saw  the  costs 
associated  with  having  to  handle  situations  with  ineffective  teachers. 

This  initiative  will  require  that  a  majority  of  the  teacher  evaluation  system  be  based  on 
student  performance.  This  is  a  modification  of  changes  DESE  is  already  making,  and 
will  not  result  in  additional  costs  to  school  districts.  In  addition,  increasing  teacher 
effectiveness  state  wide  will  have  significant  benefits  for  our  students  and  our  school 
districts. 

Marc  EUinger  on  behalf  Proponents  of  the  Proposed  Measure  provided  information 
as  a  proponent  of  the  proposal  to  the  State  Auditor's  office. 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative  Petition  I 
filed  on  March  15,  2013,  with  the  Missouri  Secretary  of  State's  Office,  on  behalf  of 
TeachGreat.org,  the  proponent  committee  of  the  Initiative  Petition. 

In  2012,  the  State  Auditor's  Office  estimated  that  the  "initial  and  annual  costs  could  be 
significant  (millions  of  dollars)"  for  a  different  initiative  petition  relating  to  some  similar 
matters.'  This  measure  has  different  aims  and  any  suggestion  that  this  proposal  would  result  in 
costs  of  that  magnitude  would  be  misleading. 

There  is  no  cost  to  state  or  local  governments  based  upon  the  proposed  Teacher  Tenure 
Initiative  Petition.  This  Initiative  Petition  directly  affects  the  weighting  of  measures  that  are  part 
of  an  evaluation  system  approved  by  the  Department  of  Elementary  and  Secondary  Education. 
The  cost  of  increasing  the  weight  of  one  such  measure,  quantifiable  student  performance  data, 
within  the  evaluation  system  is,  at  worst,  de  minimus. 

Proposed  Statement  of  Fiscal  Impact  for  2014-024 
The  proposal  is  estimated  to  result  in  no  direct  costs  or  savings  to  state  and  local  governmental 
entities. 

The  2012  Fiscal  Note  Summary 

The  2012  Fiscal  Note  Summary  was  largely  based  on  four  responses.  In  Fiscal  Note  12- 
09,  the  Department  of  Elementary  and  Secondary  Education  (DESE)  suggested  that  the  annual 
cost  of  "assessments  for  the. .  .testing  now  done  is  in  excess  of  $10  million."  DESE  suggested 
the  cost  would  increase  due  to  the  proposed  measure,  but  made  no  attempt  to  quantify  the 


'  Missouri  State  Auditor's  Office,  Fiscal  Note  (12-09),  (2012),  http://auditor.mo.gov/Notes/12-9.pdf.  (Attached 
hereto  as  Exhibit  1). 
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increase.^  The  Department  of  Social  Services  reported  no  known  fiscal  impact.  The  Secretary  of 
State's  Office  indicated  it  would  have  the  appropriation  authority  needed  to  meet  the  publishing 
requirements  for  any  statewide  ballot  measure.  Finally,  the  Missouri  Association  of  School 
Administrators,  as  an  opponent,  submitted  a  response  suggesting  the  total  cost  to  state  and  local 
government  entities  in  FY  2013  would  be  $1.57  billion  and  $314  million  in  2014.^ 

The  MASA  submission  grossly  overestimated  the  cost  of  the  proposal  because  it  relied 
on  the  assumption  that  without  the  Initiative  Petition,  DESE  plans  to  make  no  changes  to  its 
existing  assessment  and  evaluation  guidelines.  That  assumption  is  wrong.  Not  only  do  all 
school  districts  perform  student  assessments  and  teacher  evaluations,  but  DESE  is  also  in  the 
process  of  a  comprehensive  reform  of  student  assessments  and  educator  evaluations.  Costs 
associated  with  changes  that  DESE  has  already  made  or  is  planning  to  make  cannot  be  attributed 
to  this  Initiative  Petition. 

Student  Assessments 

There  will  be  no  additional  costs  to  the  state  or  local  school  districts  because  most  school 
districts  currently  are  performing  standardized  assessment  and/or  diagnostic  tests  for  most  grade 
levels  and  subject  areas.  In  addition,  DESE  is  in  the  process  of  implementing  a  more 
comprehensive  assessment  plan.  Missouri  is  also  part  of  the  Smarter  Balanced  Assessment 
Consortium  which  is  currently  developing  additional  assessments.  The  proposed  Initiative 
Petition  allows  the  local  school  districts  to  create  their  own  method  of  performance-based 

^  It  should  be  noted  that  this  was  not  DESE's  original  response.  DESE  submitted  three  different  responses  (attached 
hereto  as  Exhibit  2).  DESE's  first  response  (January  23,  2012)  estimated  $0  as  the  net  effect  on  state  and  local 
funds.  DESE's  second  response  (February  2, 2012),  estimated  insignificant  costs  to  state  government  and  unknown 
costs  to  local  government.  DESE's  third  and  final  response  (February  3,  2012),  indicated  "unknown  costs  up  to  and 
exceeding  4.5  million"  to  state  government  and  "significant  unlaiown  costs"  to  local  govenmaent  entities.  This  third 
response  was  included  in  the  Auditor's  Fiscal  Note. 

^  The  Cape  Girardeau  63  School  District,  Haimibal  60  School  District,  and  the  Rockwood  R-VI  School  District 
essentially  submitted  copies  of  the  MASA  submission.  (See  Exhibit  1). 
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determinations,  with  necessary  approval  from  DESE,  and  does  not  mandate  nor  authorize  such  a 
requirement  on  a  state  basis.  Local  school  districts  are  not  prohibited  from  using  existing  state 
bases,  such  as  the  MAP  test  or  Smarter  Balanced  Assessment,  to  determine  performance  of 
teachers. 

Much  of  the  research  and  development  for  additional  student  assessments  has  already 
been  completed  or  is  in  the  process  of  being  completed.  DESE's  High  School  Assessment  Plan 
shows  that  it  plans  to  increase  the  number  of  assessments  for  high  school  students  from  four  to 
eleven  by  2018.'*  In  addition,  in  2010,  the  U.S.  Department  of  Education  awarded  $160  milUon 
to  the  Smarter  Balanced  Assessment  Consortium,  of  which  Missouri  is  a  part,  to  develop  a  valid, 
reliable,  and  fair  system  of  next-generation  assessments.^  Smarter  Balanced  projects  that  most 
states  will  spend  less  on  Smarter  Balanced  assessments  than  they  do  on  prevailing  assessments.^ 
Districts  in  Missouri  have  already  been  preparing  for  the  Smarter  Balanced  assessments  in  2014- 
2015.  These  assessments  make  use  of  computer  adaptive  technology.  DESE  has  surveyed 
Missouri  School  Districts  to  determine  if  they  are  "technology  ready"  for  the  Smarter  Balanced 
assessments,  and  found  97.79%  of  districts  indicated  they  are  technology  ready  for  the  first 
administration  of  the  Smarter  Balanced  assessments.^  For  these  reasons,  MASA's  previous 
estimate  of  costs  with  respect  to  assessments  is  inaccurate. 


Missouri  Department  of  Elementary  and  Secondary  Education,  Assessment  Plan, 
http://dese.mo.gov/divimprove/assess/documcnts/asmt-eoc-hs-assess-plan.pdf.  (Attached  hereto  as  Exhibit  3). 
^  U.S.  Department  of  Education,  U.S.  Secretary  of  Education,  Duncan  Announces  Winners  of  Competition  to 
Improve  Student  Assessments  (Sept.  2010),  http://www.ed.gov/news/press-releases/us-secretary-education-duncan- 
announces-winners-competition-improve-student-asse.  (Attached  hereto  as  Exhibit  4). 
*  Smarter  Balanced  Assessment  Consortium,  Frequently  Asked  Questions, 
http://www.smarterbalanced.org/resources-events/faqs/.  (Attached  hereto  as  Exhibit  5). 

^  Missouri  Department  of  Elementary  and  Secondary  Education,  Missouri  Technology  Readiness  Data  Summary 
(Oct.  2012),  http://www.dese.mo.gov/divimprove/assess/documents/asmt-sbac-mo-device-summary-1012.pdf. 
(Attached  hereto  as  Exhibit  6). 
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MASA  estimated  the  "Development  Costs"  for  additional  student  assessments  under  the 
proposed  measure  amounts  to  $1.16  billion.  MASA's  estimate  fails  to  account  for  the  fact  that 
the  costs  incurred  from  developing  new  assessments  are  being  borne  by  Smarter  Balanced 
Assessment.  In  addition,  the  development  of  additional  assessments  is  already  underway 
through  DESE.  Whether  or  not  the  initiative  passes,  these  additional  assessments  will  be 
developed  and  implemented.  Thus,  any  costs  related  to  the  development  of  such  tests  are  not  a 
fiscal  impact  of  this  Initiative  Petition.  Because  Smarter  Balanced  Assessment  and  DESE  are 
moving  forward  with  additional  assessments  already,  MASA's  submission  greatly  overestimates 
the  number  of  new  tests  that  would  be  required  as  a  result  of  this  Initiative  Petition. 

In  addition,  MASA  greatly  overestimated  the  "Cost  Per  Test  To  Develop,"  which  it 
derives  from  the  cost  of  "Smarter  Balanced  Assessment."  Again,  this  cost  of  development  in 
many  cases  is  already  being  borne  by  Smarter  Balanced  Assessment.  The  cost  of  developing  the 
Smarter  Balanced  assessment  system  is  funded  by  the  U.S.  Department  of  Education's  Race  to 
the  Top  Assessment  Program.^  The  cost  to  utilize  the  Smarter  Balanced  Assessment  will  be  less 
than  the  current  assessment  costs  and  is  a  cost  the  state  will  incur,  regardless  of  whether  this 
Initiative  Petition  passes  or  not. 

For  many  of  the  same  reasons,  the  MASA  submission  greatly  overestimated  the 
"Administration  Costs"  of  the  proposed  measure.  MASA  overestimated  the  "cost  per  test" 
because  the  new  Smarter  Balanced  assessments  will  cost  less  to  administer  than  the  current 
assessments.  In  addition,  DESE  is  already  in  the  process  of  increasing  the  number  of 
assessments  required.  As  a  result,  MASA  overestimates  the  number  of  "new"  test 
adminisfrations  that  would  result  from  this  Initiative  Petition.  Regardless  of  whether  or  not  this 
^  See  Exhibit  5. 
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initiative  passes,  additional  assessments  will  be  implemented.  Any  costs  associated  with 
administration  of  those  assessments  are  a  result  of  other  policy  changes,  not  of  this  Initiative 
Petition. 

Similarly,  the  "Startup  Cost"  of  $47,881,419  is  a  gross  overestimate.  It  assumes  a  cost  of 
$53  per  student  (based  on  Table  4:  3,861,000  divided  by  66,000).  This  projection  is  based  on  an 
overestimate  of  "cost  per  test"  and  overestimate  of  the  number  of  "new"  tests.  The  "Reoccurring 
costs"  of  $260,1 1 3,785  is  also  an  overestimate  based  on  a  flawed  estimate  of  the  mmiber  of  "new 
assessments"  this  Initiative  Petition  would  require  and  an  inflated  "cost  per  assessment"  figure.^ 

Teacher  Evaluations 

The  new  Missouri  School  Improvement  Progi'am  (known  as  MSIP  5),  in  conjxmction  with 
Board  of  Education  policies  that  flowed  from  the  No  Child  Left  Behind  waiver  requirements, 
will  also  provide  a  platform  for  local  school  districts  to  evaluate  teacher  performance.  The 
Initiative  Petition  gives  significant  latitude  to  local  school  districts  regarding  how  to  implement 
the  teacher  evaluation  program  it  sets  forth.  There  are  no  anticipated  costs  to  local  school 
districts  to  adopt  existing  perfoixnance  measures  for  students  as  performance  based  standards  for 
teachers:  the  Initiative  Petition  simply  requires  that  a  majority  of  the  measures  of  such  an 
evaluation  system  be  based  upon  quantifiable  student  performance. 


^  MASA  also  attempts  to  inflate  cost  by  alleging  that  the  variety  of  courses  and  tests  will  increase  the 
expense  to  local  school  districts.  Such  attempts  are  invalid  as  DESE  developed  a  system  to  evaluate  all 
teachers  and  other  states  have  developed  testing  for  all  courses,  not  just  core  courses,  which  can  be  easily 
adopted.  See,  e.g.,  Delaware.  Value-added  remodeling  -  America 's  schools  are  getting  their  biggest 
overhaul  in  living  memory ,  The  Economist,  March  16,  2013,  http://www.ecQnoniist.com/news/special- 
report/21573281-americas-schools-are-getting-their-biggest-overhaul-living-memorv-value-added. 
(Attached  hereto  as  Exhibit  7). 
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The  Department  of  Elementary  and  Secondary  Education  has  pubHcly  stated,  in  its  draft 
waiver  under  the  No  Child  Left  Behind  Act,  that  it  will  be  using  a  student  growth  model  to 
evaluate  performance  of  districts  (which  would  be  very  similar  to  the  proposed  system)  and 
easily  used  for  evaluating  performance  of  local  teachers. '°  See  attached  draft  at  page  25.  The 
State  Board  of  Education  was  presented  with  the  Educator  Evaluation  System  in  June  2012. 
DESE  has  already  made  "significant  efforts"  with  respect  to  the  statewide  educator  evaluation 
pilot,  and  has  plans  to  have  the  educator  evaluation  guidelines  presented  to  and  approved  by  the 
State  Board  of  Education  by  June  201 3 . " 

The  MASA  Submission  estimated  "Startup  Costs"  for  teacher  evaluations  at  $53  dollars 
per  student,  for  a  total  of  $47,881,419  based  on  a  similar  program  in  Colorado.  These  costs  are 
associated  with:  selecting  evaluation  tools  and  measures,  one-time  data  set  up,  developing  an 
appeals  process,  professional  development  for  all  staff,  and  professional  development  for 
evaluators. 

The  January  2013  Update  on  Educator  Evaluation  Pilot  shows  progress  in  the 

development  of  a  new  Educator  Evaluation  System  in  July  2012  an  Administrator  Conference 

was  held,  in  the  latter  part  of  2012  three  Regional  Orientation  Meetings  were  held,  and  from 

October  2012  to  the  present,  the  Department  has  been  developing  guidelines  for  the  Essential 

Principles,     The  Regional  Orientation  Meetings  included  nearly  400  districts  and  over  1,300 

participants,  and  an  audit  of  the  local  evaluation  process  was  conducted.    In  January  and 

February  of  2013,  DESE  planned  to  collect  data  from  pilot  districts  and  gather  feedback  on  the 

^°  Missouri  Department  of  Elementary  and  Secondary  Education,  No  Child  Left  Behind  Flexibility  Waiver,  Draft  #2 
(Dec.  2011)  (attached  hereto  as  Exhibit  8). 

"  Missouri  State  Board  of  Education,  Agenda  Item:  Update  on  Education  Evaluation  Pilot  (Jan.  2013), 
http://dese.mo.gov/stateboard/meetings/January/documents/EducatorEvaluationUpdate.pdf  (Attached  hereto  as 
Exhibit  9). 
'^Id. 
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guidelines.  In  April  and  May  of  this  year,  DESE  plans  to  incorporate  feedback  into  its  revision 
to  the  state's  model,  complete  the  final  draft  of  the  guidelines,  and  develop  trainings  to  build 
district  capacity.  DESE  plans  to  seek  approval  of  the  educator  evaluation  plan  firom  the  State 
Board  of  Education  in  June  2013.'^  Many,  if  not  all,  of  the  activities,  which  are  the  basis  of 
MASA's  "Start  Up  Costs"  estimate,  are  activities  that  DESE  has  already  undertaken  or  plans  to 
undertake,  regardless  of  whether  this  Initiative  Petition  passes  or  fails. 

MAS  A  also  provided  an  ongoing  cost  estimate  for  evaluating  teachers.  The  costs  are 
associated  with  the  following  activities:  observation  with  pre/post  interview;  examination  of 
lessons,  unit  plans,  assignments  and  assessments;  student  and  parent  feedback;  peer  observation 
and  feedback;  teacher  review  and  interviews;  and  analysis  of  student  data  and  growth.  MASA's 
estimates  ignore  that  in  Missouri,  most  of  these  activities  are  already  part  of  the  status  quo. 
More  importantly,  MASA's  estimates  ignore  the  fact  that  nothing  about  this  Initiative  Petition 
requires  "ongoing  supervision  and  evaluation"  or  "remediation." 

MASA's  cost  estimates  in  fiscal  note  12-09  are  based  on  flawed  assumptions  and  are 
gross  overestimates  of  the  actual  fiscal  impact  to  the  state  or  to  districts  as  a  result  of  this 
Initiative  Petition.  Fiscal  Note  12-09  also  failed  to  account  for  potential  cost  savings  associated 
with  the  proposed  measure. 

Cost  Savings 

The  proposed  Initiative  Petition  will  also  result  in  cost  savings  to  local  school  districts  in 
terms  of  reduced  litigation  costs  and  reduced  salary  costs.  Additionally,  there  is  potential 
savings  to  the  state,  in  the  unlikely  circumstance  of  a  school  district  choosing  to  forego  state 


'Id. 
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funding  to  maintain  the  seniority  based  system  that  exists  currently.  In  the  case  of  such  an  event, 
the  state  may  recognize  savings  of  an  unloiown  amount,  but  possibly  in  the  millions  of  dollars. 
Reduced  Litigation  Costs 

Local  school  districts  will  see  quantifiable  savings  from  the  proposed  Initiative  Petition. 
School  districts  which  have  attempted  to  discipline  or  remove  incompetent  and  ineffective 
teachers  have  had  to  suffer  through  long  litigation  periods  and  dire  costs  to  remove  substandai'd 
employees.  One  such  example  is  Moniteau  R-1  School  District,  a  small  rural  school  district, 
which  attempted  to  remove  one  tenured  teacher.  That  removal  effort  lasted  over  23  months  and 
cost  that  small  district  over  $35,000  in  attorney's  fees,'''  Another  example  is  the  South  Iron  R-1 
School  District,  which  is  in  the  process  of  removing  a  tenured  teacher.  While  the  process  is 
ongoing,  it  has  already  lasted  about  six  months,  and  has  cost  the  district  approximately  $  1 7,000 
in  attorney's  fees.'^  In  Polo  R-VII,  the  school  district  has  faced  over  $18,000  in  legal  fees  as  a 
result  of  trying  to  remove  a  tenured  teacher,'^  and  in  De  Soto  73,  the  cost  was  approximately 
$8,000.'^  In  addition,  tenured  teachers  subject  to  the  process  of  removal  are  paid,  and  a 
substitute  teacher  must  also  be  paid,  effectively  doubling  the  cost  of  instruction  for  the  time 
period.  These  are  just  two  examples  of  costs  which  can  be  avoided  should  this  Initiative  Petition 
pass  (documentation  of  these  costs  is  attached  to  this  fiscal  impact  submission). 

Multiple  other  school  districts  in  the  State  of  Missoxiri  have  experienced  similar,  long 
litigation  windows  to  exercise  their  ability  to  remove  ineffective  and  incompetent  teachers.  The 
St.  Louis  Public  Schools,  Columbia  Public  Schools,  Union  Public  Schools  and  Kansas  City 

Reorganized  School  District  No.  1  of  Moniteau  County,  Response  to  Open  Records  Request  (Feb.  2012)  (attached 
hereto  as  Exhibit  10). 

South  Iron  R-1  School,  Response  to  Open  Records  Request  (Feb.  2012)  (attached  hereto  as  Exhibit  1 1). 
Polo  R-VII  School  District,  Response  to  Open  Records  Request  (Sept.  2012)  (attached  hereto  as  Exhibit  12). 
DeSoto  School  District  #73,  Response  to  Open  Records  Request  (Sept.  2012)  (attached  hereto  as  Exhibit  13). 
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Public  Schools  are  all  examples  of  school  districts  which  have  had  reported  cases  regarding  the 
discipline  and  removal  of  tenured  teachers.  A  reported  case  requires  litigation  at  the  trial  court 
level  and  appellate  level,  which  can  easily  exceed  tens,  if  not  hundreds,  of  thousands  of  dollars 
per  teacher.  In  the  future,  such  expenses  will  not  have  to  be  home  by  school  districts  as  teacher 
tenure  phases  out. 

Using  the  most  conservative  numbers,  it  is  reasonable  to  assume  that  ten  percent  of 
school  districts  (or  about  50  districts)  would  terminate  one  teacher  per  year.  The  cost  of 
terminating  one  teacher  per  year  is  approximately  $50,000  (for  both  litigation  and  substitute  pay) 
per  district  per  year.  It  is  reasonable  to  conclude,  therefore,  that  the  yearly  cost  of  terminating 
tenured  teachers  statewide  is  approximately  $2.5  million  dollars.  Thus,  this  measure  would 
have  estimated  savings  to  local  governments  of  at  least  $2.5  million  dollars  per  year. 
Reduced  Salary  Costs 

Furthermore,  there  could  be  additional  cost  savings  as  a  result  of  the  change  to  the 
provisions  related  to  leaves  of  absence.  Currently,  Boards  of  Education  may  place  teachers  on 
leaves  of  absence  because  of  a  decrease  in  pupil  enrollment,  school  district  reorganization,  or 
financial  condition  of  the  school  district.  The  first  to  be  placed  on  leaves  of  absence  are  those 
serving  probationary  periods,  but  only  in  the  inverse  order  of  their  appointment.  See  Section 
168.221.5,  RSMo.  Moreover,  seniority  is  specifically  prescribed  as  a  factor  to  be  considered  in 
the  board's  decision  of  who  to  place  on  leave.  See  Section  168.124,  RSMo.  Many  refer  to  this 
as  the  "last  in,  first  out"  rule.  This  type  of  policy  is  costly  because,  in  general,  teachers  with  the 
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lowest  salaries  are  the  first  to  go,  thus  minimizing  potential  savings  to  the  school  district. 
Regardless  of  whether  a  more  senior,  and  higher  paid,  teacher  is  effective,  that  teacher  will  stay. 

The  Initiative  Petition  would  require  this  decision  not  be  based  on  order  of  appointment, 
but  rather,  be  determined  by  an  evaluation  system,  the  majority  of  which  would  be  based  on 
quantifiable  student  performance  data.  This  means  that  under  the  initiative,  it  is  more  likely  that 
a  lower  paid  but  higher  performing  teacher  might  stay  with  the  district,  and  a  higher  paid,  lower 
performing  teacher  might  be  placed  on  leave,  as  opposed  to  the  pxirely  seniority  based  system 
currently  in  place.  This  change  with  respect  to  leaves  of  absence  and  reduction  in  staff  would 
result  in  cost  savings  to  local  school  districts. 

Positive  Fiscal  Impact  of  Higher  Teacher  Quality 

In  addition  to  the  cost  savings  associated  with  the  proposed  measure,  there  is  a  positive 
fiscal  impact  to  the  state  and  local  government  entities  as  a  result  of  higher  teacher  quality. 
According  to  a  December  2010  National  Center  of  Analysis  of  Longitudinal  Data  in  Education 
Reseai-ch  report,  "the  key  element  defining  a  school's  impact  on  student  achievement  is  teacher 
quality."  The  study  found  that  a  teacher  who  is  at  the  60"'  percentile  in  teacher  effectiveness 
raises  individual  student  career  earnings  by  $5,292  which  translates  into  a  $105,830  positive 
impact  for  a  class  size  of  20  students.^"  And,  a  teacher  who  is  at  the  80*  percentile  raises 


It  is  also  costly  in  the  sense  that  retaining  ineffective  senior  teachers  over  "new"  teachers  potentially  decreases 
the  earning  potential  of  students.  See  the  discussion  about  the  positive  fiscal  impact  of  higher  teacher  quality, 
herein.  One  study  suggested  that  "three  out  of  four  times,  new  teachers  perform  better  in  the  first  year  of  teaching 
than  the  low-performing  teachers  they  replace,  and  they  are  more  likely  to  improve  over  time."  See  The  New  Teach 
Project,  The  Irreplaceables:  Understanding  the  Real  Retention  Crisis  in  American's  Urban  Schools  (2012), 
http://tntp.org/assets/documents/TNTP_Irreplaceables_2012.pdf.  (Attached  hereto  as  Exhibit  14). 

Eric  Hanushek,  Center  for  Analysis  of  Longitudinal  Data  in  Education  Research  &  The  Urban  Institute,  The 
Economic  Value  of  a  Higher  Quality  Teacher,  (2010),  http://www.urban.org/publications/1001507.html.  (Attached 
hereto  as  Exhibit  15). 
^'Id 
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earnings  for  a  class  of  20  over  $400,000  per  year.  It  is  fair  to  assume  that  a  significant  portion 
of  this  marginal  increase  in  individual  income  would  be  infused  into  the  local  and  state 
economies,  resulting  in  a  positive  fiscal  impact  on  each  of  those  levels.  The  study  also  found 
that  "a  below  average  teacher  leads  to  a  similar  decrease  in  lifetime  earnings."  If  the  average 
learning  growth  each  year  is  one  "grade-level  equivalent"  then  the  bottom  five  percent  of 
teachers  see,  at  best,  two-thirds  of  a  grade  level  equivalent,  and  the  bottom  one  percent  achieve 
no  more  than  one-half  of  a  grade-level  equivalent  each  year.^^  The  continued  retention  of  such 
sub-standard  teachers  would  effectively  decrease  student  lifetime  earnings  and  thus  would  cause 
negative  knock-on  effects  for  state  and  local  economies.  Yet,  human  resource  poHcies  in  public 
schools  are  "peculiarly  out  of  sync  with  those  in  other  sectors  of  oiir  economy." 

Hanushek,  the  report's  author,  concluded  that  eliminating  the  least  effective  5-8  percent 
of  teachers  would  bring  student  achievement  in  the  United  States  to  the  level  of  Finland.^^  The 
present  value  of  this  change  to  GDP  in  the  U.S.  would  amount  to  a  net  gain  of  $1 12  trillion.^^ 
Another  study  by  Hanushek  suggests  that  if  the  U.S.  were  to  adopt  a  20-year  reform  plan,  "the 
increased  GDP  through  improved  student  achievement  would  almost  immediately  cover  current 
teacher  salaries  and  benefits  fiiUy."^'' 


Id.  See  also  Marcus  A  Winters,  The  Civic  Report,  Transforming  Tenure:  Using  Value-Added  Modeling  to 
Identify  Ineffective  Teachers  (2012),  http://www.manliattan-institute.org/pd£'cr_70.pdf.  (Bad  teachers  not  only  have 
a  negative  impact  on  pupil's  earnings  as  adults,  but  also  make  students  more  likely  to  have  an  early  pregnancy  and 
reduce  their  chances  to  go  to  college).  (Attached  hereto  as  Exhibit  16). 

Eric  Hanushek,  Teacher  Deselection,  in  Creating  a  New  Teaching  Profession,  Chapter  8  (Urban  Institute,  2009). 
(Attached  hereto  as  Exhibit  17). 

Michael  Podgursky,  Teams  versus  Bureaucracies:  Personnel  Policy,  Wage-Setting  and  Teacher  Quality  in 
Traditional  Public,  Charter  and  Private  Schools,  in  Mark  Berends,  Matthew  Springer,  and  Herbert  Wieberg, 
Charter  School  Outcomes,  61-84,  (Lawrence  Erlbaum  Associates,  2008).  (Attached  hereto  as  Exhibit  18). 
^'Id 
^'Id. 

"  See  Exhibit  17. 
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At  present,  it  is  extremely  difficult  and  costly  for  a  school  district  to  remove  an 
ineffective  teacher?^  The  annual  dismissal  rate  for  all  teachers  in  traditional  public  schools  is 
just  1.1%,  compared  with  7.5%  for  charter  schools  and  3.7%  for  private  schools.  The  proposed 
initiative  would  provide  a  means  to  allow  school  districts  to  dismiss  ineffective  teachers.  As  the 
data  above  demonstrates,  eliminating  the  least  effective  teachers  will  translate  into  a  positive 
fiscal  impact  to  the  state. 

Hanushek's  research  also  suggests  there  is  a  cost  savings  associated  with  an  evaluation 
system  that  helps  an  average  teacher  become  a  better  teacher.  Current  school  policies  and 
evaluation  systems  provide  few  consequences  for  mediocre  or  below  average  teachers  and 
virtually  no  benefits  for  being  among  the  best  teachers. The  initiative  petition  would  require 
that  a  majority  of  the  evaluation  model  would  be  based  upon  quantifiable  student  performance 
data.  The  Measures  of  Effective  Teaching  project  reports  that  assigning  fifty  percent  of  the 
weight  to  student  achievement  data  in  an  evaluation  system  "maintains  considerable  predictive 
power,  increases  reliability,  and  potentially  avoids  the  unintended  negative  consequences  firom 
assigning  too-heavy  weights  to  a  single  measure."  Studies  show  that  adding  value-added  data 
to  educator  evaluation  systems  provides  a  more  complete  and  accurate  picture  of  student 
success.     A  recent  report  in  the  Journal  of  Economic  Perspectives  stated,  "[o]ur  analysis 


See  Exhibit  18.  (It  is  "very  difficult  to  dismiss  senior  teachers  for  anything  but  the  most  egregious  failures  in  job 
performance.  In  practice,  most  dismissals  of  tenured  teachers  seem  to  be  associated  with  criminal  activity, 
psychological  disorders,  or  serious  moral  turpitude[.]"). 

See  Daniel  Wiesberg,  Susan  Sexton,  Jennifer  Mulhem  &  David  Keeling,  The  New  Teacher  Project,  The  Widget 
Effect:  Our  National  Failure  to  Achwwledge  and  Act  on  Differences  in  Teacher  Effectiveness  (2009), 
http://widgeteffect.org/downloads/TheWidgetEffect.pdf.  (Attached  hereto  as  Exhibit  19). 
^'  Measures  of  Effective  Teaching  Policy  and  Practice  Brief,  Ensuring  Fair  and  Reliable  Measures  of  Effective 
Teaching:  Culminating  Findings  from  the  MET  Project's  Tliree-Year  Study  (Jan,  2013), 
http://www.metproject.org/downloads/MET_Ensuring_Fair_and_Reliable_Measures_Practitioner_Brief.pdf. 
(Attached  hereto  as  Exhibit  20). 

See  Exhibits  14  and  16. 
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suggests  that  there  are  substantial  returns  to  investing  in  better  information  about  teacher 

effectiveness[.]" 

The  requirements  for  an  educator  evaluation  system  contained  in  the  proposed  initiative 
were  designed  to  allow  school  districts  to  dismiss  ineffective  teachers,  and  retain  and  reward 
effective  teachers.  Increasing  the  number  of  effective  teachers  in  Missouri  schools  will  have  a 
quantifiable  positive  effect  on  students'  potential  earnings  which  will  result  in  a  positive  impact 
to  Missouri's  revenues  in  the  future.  Even  if  only  $1  billion  of  additional  earnings  is  generated, 
(representing  a  per  student  increase  of  $1,111  among  Missouri's  nearly  900,000  students),  the 
income  tax  revenue  would  be  $60  million  per  year,  not  to  mention  additional  sales  taxes  and  the 
increased  tax  revenues  from  the  multiplier  effect. 

The  Lesson  from  House  Bill  631  (2013) 

The  fiscal  note  for  House  Bill  631  confirms  the  information  in  this  submission.  HB  631, 
like  the  proposed  initiative,  revises  the  provisions  related  to  teacher  tenure  and  revises  the 
requirements  for  the  evaluation  of  teachers  by  ensuring  such  evaluations  are  primarily  based  on 
student  achievement  measures.  HB  631  also  revises  the  "last-in,  first  out"  rule  for  placing 
teachers  on  leaves  of  absence.  However,  HB  631  contains  a  number  of  additional  requirements 
not  contained  in  the  initiative  petition,  including:  requiring  districts  to  use  four  rating  levels 
("highly  effective,"  "effective,"  "minimally  effective"  or  "ineffective");  requiring  districts  to 
place  a  pemanent  teacher  who  receives  a  rating  of  "ineffective  or  minimally  effective"  on  an 
individualized  development  plan  during  a  remediation  period;  requires  DESE  to  promulgate 


Douglas  O.  Staiger,  Jonah  E.  Rockoff,  Searching  for  Effective  Teachers  with  Imperfect  Information  (Summer 
2010),  Journal  of  Economics  Perspectives,  Vol.  24,  No,  3,  (Attached  hereto  as  Exhibit  21). 
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rules  to  implement  the  various  requirements;  and  requires  each  local  school  district  to  develop 
guidelines  for  professional  improvement  plans  for  teachers,  principals  and  administrators. 

DESE  submitted  a  response  with  respect  to  the  iSscal  impact  for  HB  631  indicating  "[no] 
significant  costs  to  DESE  as  a  result  of  the  proposed  legislation."  In  addition,  the  Kansas  City 
Public  School  District  stated  it  did  "not  see  substantial  unfunded  mandates  for  KC  Public 
Schools.  KCPSD  currently  evaluates  staff  and  provides  teachers  and  principals  with  professional 
training  and  improvement  plans  when  they  believe  it  is  warranted."^^  The  Committee  on 
Legislative  Research  concluded  that  the  fiscal  impact  to  the  state  would  be  $0.00  (for  FY  2014, 
FY  2015,  and  FY  2016).  The  Fiscal  Note  reflects  a  fiscal  impact  to  local  school  districts  that 
"could  exceed  $100,000."  If  anything,  HB  631,  as  it  contains  many  more  requirements  than 
the  initiative  petition,  would  be  more  costly  than  the  initiative  petition.  The  fiscal  analysis  for 
HB  63 1  suggests  that  the  fiscal  note  for  this  initiative  petition  should  be  zero. 

Conclusion 

There  is  no  cost  to  state  or  local  governments  based  upon  the  proposed  Teacher  Tenure 
Initiative  Petition.  Through  the  work  of  Smarter  Balanced  Assessment  and  DESE,  much  of  the 
additional  assessments  and  a  comprehensive  evaluation  system  are  already  in  motion.  This 
initiative  petition  directly  affects  the  weight  of  the  measures  of  an  educator  evaluation  system 
approved  by  DESE.  The  cost  of  increasing  the  weight  of  quantifiable  student  performance  data 
within  the  evaluation  system  is  minimal.  In  addition,  there  are,  in  fact,  potential  savings  to  local 
school  districts  in  foregone  attorney's  fees  regarding  the  removal  of  incompetent  or  ineffective 

Missouri  Committee  on  Legislative  Research,  Oversight  Division,  Fiscal  Note  for  HB  631  (L.R.  No.  1246-01), 
http://www.moga,mo.gov/Oversight/OVER13/fishtm/1246-01N.ORG.htm.  (Attached  hereto  as  Exhibit  22). 

''Id 
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tenured  teachers.  Finally,  there  is  the  potential  revenue  growth  from  increased  earnings  due  to 
students  receiving  instruction  from  more  effective  teachers,  making  this  proposed  initiative 
fiscally  beneficial  for  both  state  and  local  governments. 
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MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (12-09) 


Subject 

Initiative  petition  ftom  Marc  EUinger  regarding  a  proposed  constitutional  amendment  to 
Article  IX.  (Received  January  18, 2012) 

Date 

February  6,  2012 
Description 

This  proposal  would  amend  Article  IX  of  the  Missouri  Constitution. 


The  amendment  is  to  be  voted  on  in  November,  2012. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Cass 
County,  Jackson  County  Legislators,  St.  Louis  County,  the  City  of  Cape  Girardeau, 
the  City  of  Kansas  City,  the  City  of  Kirksville,  the  City  of  Springfield,  Cape 
Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School 
District,  Linn  State  Technical  College,  Metropolitan  Community  College,  University 
of  Missouri,  St.  Louis  Community  College,  University  of  Central  Missouri,  Harris- 
Stowe  State  University,  Lincoln  University,  Missouri  State  University,  Missouri 
Southern  State  University,  Missouri  Western  State  University,  Northwest  Missouri 
State  University,  Southeast  Missouri  State  University,  Truman  State  University,  and 
University  of  Missouri. 

The  Missouri  Association  of  School  Administrators  (submitted  by  Roger  Kurtz, 
Executive  Director)  provided  information  as  a  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Exhibit  1 


Assumptions 


Officials  firom  the  Department  of  Agriculture  indicated  there  will  be  no  fiscal  impact  on 
their  department. 

Officials  fiom  the  Department  of  Economic  Development  anticipate  no  fiscal  impact  as 
a  result  of  the  proposed  legislation. 

Officials  firom  the  Department  of  Elementary  and  Secondary  Education  indicated: 
Sections  3(d)  and  (f) 

These  provisions  cany  eventual  unlcnown  costs  that  could  be  significant  to  the 
Department  of  Elementary  and  Secondary  Education  and  to  local  county  governments. 
While  the  language  is  declarative,  no  mention  is  made  to  enforcement  of  the  provision. 
When  the  language  indicates  "No  school  district  receiving  any  state  funding  or  local  tax 
revenue  fimding  shall....,"  it  implies  enforcement  of  the  provision.  The  department 
cannot  withhold  funding  without  substantiated  cause.  In  order  for  the  department  to 
show  substantiated  cause,  it  must  have  a  method  to  collect  and  review  pertinent  data  that 
would  support  its  actions.  This  would  require  additional  staffing  and/or  data  system 
development  and  maintenance  (a  number  not  yet  detennined)  to  collect  and  analyze 
contracts  for  each  teacher  in  the  state  to  verify  duration  of  contracts  on  an  annual  basis. 

Further,  it  would  be  necessary  for  the  department  to  report  districts  determined  to  be  in 
violation  to  one  hundred-fom  teen  counties  and  one  city  in  Missouri.  Most  counties  have 
multiple  school  districts  and  many  school  districts  are  in  multiple  counties.  It  would  be 
incumbent  upon  the  counties  then  to  put  mechanisms  into  place  to  suspend  payments  to 
the  respective  violators  of  this  provision.  The  cost  to  the  counties  and  one  city  to  put  this 
system  into  place  would  be  significant  statewide.  Additionally,  counties  would  also  face 
the  possibility  of  a  significant  increase  in  litigation  exposure  relative  to  the  withholding 
of  funds. 

While  it  is  impossible  to  determine  the  exact  amount  of  cost,  the  potential  cost  to  the 
state,  counties  and  one  city  driven  by  the  need  to  assure  that  funds  are  not  distributed  in 
violation  of  this  section  would  be  in  the  millions  of  dollars. 

Section  3fg) 

If  it  is  determined  that  the  state  shall  develop  and  implement  evaluation  technical 
assistance,  then  costs  could  be  similar  to  those  incurred  by  the  state  of  Florida's  public 
school  system  model  totaling  $4.5  million.  If  state  assessments  are  required  to  provide 
student  performance  data  for  all  teachers,  additional  state  costs  could  be  incurred. 

The  exact  cost  of  this  provision  is  also  difficult  to  calculate.  This  provision  calls  for  each 
district  to  develop  its  own  local  performance  standards  for  teachers  "to  retain,  remove, 
promote,  demote  and  set  compensation."  In  effect  this  would  establish  520 
accountability  systems  and  thereby  set  aside  the  Missouri  Accountability  Standards 
established  by  the  State  Board  of  Education.  Local  districts  would  incur  significant  cost 


in  the  aggregate  for  establishing  customized  accountability  systems  which  counter  the 
concept  of  statewide  educational  goals.  Such  systems  would  have  difficulty  meeting 
validity  tests  which  could  increase  the  likelihood  of  litigation  cost. 

For  the  department  to  establish  assessments  that  could  be  used  statewide,  a  significant 
increase  in  test  development  and  ongoing  administrative  expenses  would  be  requit-ed. 
Funds  have  not  been  available  to  allow  for  expanded  assessment  capabilities  that  would 
allow  districts  to  move  to  a  more  thorough  collection  of  student  performance  data.  The 
requirement  that  all  staff  be  assessed  based  upon  student  perfonnance  would  demand  that 
assessment  instmments  be  in  place  to  measure  student  success  in  all  cases  where 
"teachers"  are  employed.  While  the  department  has  not  done  research  to  determine  the 
cost  and  scope  of  assessments  that  would  be  required  to  address  this  provision,  it  can  be 
documented  that  the  annual  cost  of  assessments  for  the  limited  testing  now  done  is  in 
excess  of  $10  million.  This  number  would  gi'ow  exponentially  if  the  department  was  to 
assure  all  content  areas,  grade  levels,  and  instructional  support  areas  were  assured  valid 
assessments  of  student  performance. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  contained  in 
this  initiative  petition  would  have  no  direct,  foreseeable  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  places  no  direct 
requirements  on  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  dkect  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  there  will  be  no  impact  for  their 
department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  this 
initiative  petition  has  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  (DSS)  indicated  this  initiative  petition 
has  some  relevance  to  their  department  as  the  Division  of  Youth  Services  (DYS)  employs 
teachers  in  schools  operated  in  its  facilities.  Also,  for  at  least  some  purposes,  including 
the  school  foundation  fonnula,  DYS  is  considered  a  school  district.  Teachers  employed 


by  DYS  are  merit  system  employees.  Therefore,  we  are  trying  to  work  out  any  conflict 
that  may  exist  between  being  an  "at  will"  employee  of  a  school  district  and  a  merit 
system  employee. 

Section  3(d)  -  Currently,  teachers  and  other  educational  staff  are  employed  by  the 
Department  of  Social  Semces  in  the  DYS  as  employees  of  the  Missouri  Merit  System 
under  Chapter  36  State  Personnel  Law  (Merit  System).  To  make  these  staff  "at  will" 
employees,  the  incumbents  in  these  positions  would  be  required  to  resign  or  be 
tenninated  from  (if  they  did  not  voluntarily  resign)  their  merit  positions  and  be  placed  in 
unclassified  positions  not  covered  under  the  Merit  System.  This  could  affect  as  many  as 
150  DSS  employees  in  our  Academic  Teacher,  Special  Education  Teacher  and 
Vocational  Teacher  job  classifications. 

A  change  in  the  law  (Chapter  36)  and  state  personnel  regulations  by  the  Office  of 
Administration  would  have  to  be  completed  to  allow  DSS  to  change  these  merit  positions 
to  unclassified  positions.  Only  1%  of  a  division's  positions  can  be  filled  as  unclassified 
appointments.  Changing  150  employees  from  merit  to  unclassified  would  cause  the 
division  to  exceed  the  maximum  and  they  would  be  unable  to  fill  all  the  necessary 
positions  creating  a  negative  impact  upon  the  division,  clients,  and  provision  of  critical 
services  to  the  youth  in  DYS  custody.  To  allow  all  impacted  positions  to  be  filled  as 
unclassified,  there  would  also  have  to  be  a  change  in  the  state  personnel  regulations 
ICSR  20-1.040(2)  to  allow  these  DYS  job  titles  to  be  established  and  filled  without 
regard  to  provisions  of  the  State  Personnel  Law.  In  other  words,  these  positions  would  be 
exempt  from  the  department's  one  percent  restriction  of  unclassified  job  titles. 

This  legislation  is  unclear  which  job  titles  would  be  included  in  "certificated  staff."  Based 
on  discussions  with  the  Department  of  Elementary  and  Secondary  Education  (DESE) 
Certification  Unit,  the  assumption  is  being  made  that  "certificated  staff  refers  to  teachers 
that  hold  tenure  in  the  classroom  per  Department  of  Education  definitions.  However, 
other  staff  in  the  DYS  progi'am  holds  certifications  (e.g.,  nurses,  psychologists, 
counselors).  The  definition  of  "certificated  staff  needs  to  be  clearly  defined  and  the 
fiscal  impact  could  change  depending  on  that. 

Section  3(e)  -  This  implies  that  these  staff  would  be  contracted;  however,  the  agency 
believes  it  could  meet  the  requirements  of  "at  will"  by  using  the  unclassified  service. 

Section  3(f)  -  The  job  titles  used  in  DYS  are  bargaining  unit  eligible  classifications  for 
the  Department  of  Social  Sei-vices  under  the  Communication  Workers  of  America 
(CWA)  Local  6355,  AFL-CIO.  According  to  the  CWA  agi-eement,  seniority,  as  defined 
in  Article  17  of  the  Agreement,  is  used  as  the  determining  factor  in  all  requests  for 
promotions  when  all  other  work  related  factors  are  equal.  There  is  a  savings  clause  that 
states  that  if  a  federal  or  state  law  or  regulation  passes  that  invalidates  a  portion  of  the 
agreement,  the  remaining  agi'eement  would  remain  in  place.  However,  the  agency  would 
also  need  to  addiess  whether  the  job  classifications,  if  they  would  become  unclassified, 
are  still  appropriate  for  the  DSS/CWA  bargaining  unit. 


Section  3(g)  -  To  set  perfomiance  standards  for  teachers  for  promotions  and  pay  raises 
based  on  quantifiable  student  performance  data  would  put  the  DYS  teachers  at  a 
disadvantage  as  their  students  stay  in  the  facilities  for  a  short  time,  not  necessarily  a 
normal  school  year.  This  could  cause  an  unreasonable  timeframe  for  the  student's 
performance  to  be  measured  resulting  in  inaccurate  perfonnance  data. 

There  is  no  known  fiscal  impact  firom  a  human  resource  perspective  for  this  petition. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  added  costs  to  tiie  their 
office  if  this  amendment  is  approved  by  the  voters. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  will  be  no  fiscal 
impact  to  their  agency. 

Officials  firom  the  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  fi-om  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  fiiU  text  of  each  statewide  ballot  measure  as  directed 
by  Aiticle  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  noiTnal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  tlie  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2011,  at  the  August  and  November  elections,  there  were  6  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $1.02  million  to  publish  (an  average  of 
$170,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  fiiU  appropriation  authority  it  needs  to  meet  the  publishing 
requirements. 

Officials  firom  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  firom  the  State  Treasurer's  office  indicated  there  is  no  fiscal  impact  to  their 
office. 


Officials  fiom  the  City  of  Kansas  City  indicated  this  proposal  does  not  address  the 
activities  of  the  city  and  therefore,  has  no  fiscal  impact  on  the  city. 

Officials  firom  the  Cape  Girardeau  63  School  District  indicated: 


Overview: 

This  document  describes  the  anticipated  fiscal  impact  of  the 
proposed  amendment  to  Article  IX  of  the  Missouri  Constitution 
to  the  Cape  Giradeau  School  District.  While  our  analysis 
focuses  on  the  impacts  to  our  district  -  we  share  the  same 
concerns  voiced  by  Mr.  Roger  Kurtz  in  his  submission  to  your 
office  regarding  the  impact  of  the  proposed  amendment. 

We  believe  this  Amendment  has  wide  ranging  financial  impacts 
for  Local  Government  entities  who  would  be  required 
constitutionally  to  develop  expertise  on  school  district 
evaluation  policies  before  releasing  local  funds,  our 
analysis  will  focus  the  specific  costs  of  the  impact  of 
developing  student  assessment  tools  for  all  grades  across  all 
subject  areas,   implementing  a  testing  regime,   and  applying 
those  tools  to  develop  and  execute  an  evaluation  model  as 
prescribed  in  sections  3 (f)   and  3 (g)   of  the  amendment  using 
data  from  Missouri  and  similar  proposals  from  Colorado  as  a 
basis  for  analysis. 

In  general  the  proposed  amendment's  costs  are  driven  by  the 
need  to  create  quantifiable  and  objective  data  on  each 
Missouri  student,  in  every  subject,  to  be  used  as  a  basis  for 
evaluation  of  educators. 

To  acquire  the  incredible  amount  of  data  necessary  to  fulfill 
this  goal  is  a  herculean  task  -  a  proven  and  statiaticallv 
reliable  test  for  every  subTect  must  be  created  and 
administered  for  every  grade  level  to  every  student.  Missouri 

has  developed  test  for  a  handful  of  core  subjects  and 
administers  them  periodically  in  a  student's  progression  from 
kindergarten  to  the  12""  grade.   This  allows  a  real  and 
accurate  basis  for  the  costing  of  testing  for  every  child  in 
every  subject. 


3 


The  Cape  Girardeau  School  District: 


The  Cape  Girardeau  School  District  is  an  accredited  district 
located  in  Cape  Girardeau  County,  Missouri.  The  district 
serves  a  diverse  population. 

Our  district  contains  six  elementary  schools,   one  junior 
high- school  and  one  high- school,  a  total  enrolment  of  4,122 


and  42  5  teachers. 


Enrollment 
(Prior 
Year) 

Schools 

Cert . 
Staff 

Residents 

Non-Res . 

Total 

Elementary 
Schools 

5 

163 

1,  646 

122 

1,  768 

Middle 
Schools 

1 

55 

583 

0 

583 

Jr .  High 
Schools 

1 

60 

575 

1 

576 

High 
Schools 

1 

147 

1,153 

42 

1,195 

Total 

8 

425 

3,  957 

165 

4,122 

Test  Development  and  Implementation  Costs  and 
Considerations 

Mr.   Ellinger's  submission  requires  that  every  school 
district  develop  a  set  of  locally  based  performance 
standards  a  majority  of  which  is  based  on  "quantifiable 
data" : 

3 (g)  Notwithstanding  any  other  section  of  this 
constitution,  everv  school  district  shall  develop 
and  use  local  performance  standards  to  retain, 
remove,  promote,  demote,  and  set  compensation  for 
teachers  in  such  school  district,  the  majority  of 
such  standards  shall  be  based  on  quantifiable 
student  performance  data  as  measured  by  ob'iective 
criteria. 
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Our  assumption  is  the  state  would  develop  a  series  of 
"template"  standards  of  evaluation  and  guide  the  development 
of  testing  tools  that  could  be  utilized  by  our  district. 

Development : 

Test  development  is  a  prohibitively  expensive  undertaking  for 
any  school  district  we  would  be  unable  to  fund  the 
development  of  tests  to  meet  the  reliability,  validity  and 
scope  required  by  this  proposal . 

Any  school  district  will  require  defensible  research-based 
measures  provided  by  the  state,  given  the  results  of  these 
assessments  would  be  the  major  factor  in  employment  decisions 
and  likely  policy  makers  will  later  use  the  data  to  make 
funding  or  accreditation  decisions. 

Currently,  the  state  of  Missouri  provides  assessments  in  only 
two  subjects,  math  and  communication  arts,   for  students  in 
grades  3-8  and  one  year  in  high  school.     Science  tests  are 
available  for  one  elementary,  one  middle  school  grade,  and 
high  school  biology. 

The  state  paid  for  the  development  of  the  tests,  including 
item  and  task  specification,  item  authoring,  bias  and 
sensitivity  checks,  psychometric  work,  piloting,  lay  out  and 
printing  for  the  paper  based  3-8  tests,  and  computer  adaptive 
work  for  the  high  school  tests. 

The  state  pays  for  the  scoring  of  these  tests,  at  .06  per 
test.     Until  the  recent  budget  crisis,  the  cost  to  score  was 
higher,  as  Missouri's  assessments  were  not  limited  to 
multiple-choice  questions  as  they  are  now.  Previous 

assessments  included  constructed  response  questions  where 
students  wrote  in  short  answers,   as  well  as  performance 
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events  where  students  wrote  an  essay  or  did  multi-step 
problem  solving,  such  as  figuring  the  cost  of  a  installing  a 
chain  link  fence  for  a  yard  of  a  given  dimension. 

In  addition,   tests  need  ongoing  revisions  through  the  use  of 
parallel  questions,   so  the  questions  are  not  the  same  from 
year  to  year,  but  the  knowledge  and  skill  tested  remains  the 
same . 

In  recent  years,  this  annual  revision  has  been  limited  due  to 
budget  restraints.  Constructed  response  items  and  performance 
events  have  been  removed  from  the  assessments.     In  addition, 
budget  cuts  have  forced  DESE  to  pay  the  cost  of  current  year 
assessments  out  of  the  next  years'  funding. 

In  order  to  evaluate  teachers  based  on  student  assessments, 
you  must  first  have  baseline  achievement  data  on  each  student 
for  that  subject.     Current  growth  models  can  only  provide 
data  for  4"''  -  8*'''  grade  students  in  math  and  communication 
arts,  because  there  is  not  baseline  data  for  third  graders. 
High  school  courses  each  consist  of  distinct  content  and 
scores  on  one  course  cannot  be  considered  a  starting  point 
for  another  with  the  possible  exception  of  Algebra  I  and  II. 

Massachusetts  began  to  use  student  growth  measured  by  state 
assessments  in  teacher  evaluations,   and  found  current 
assessments  only  produced  data  for  17%  of  teachers.  The 
language  in  3    (g)   would  require  annual  assessments  of  pre-K 
to  8""  grade  students  in  every  subject.     High  school  courses 
would  require  pre -tests  at  the  beginning  of  the  course  as 
well  as  end  of  course  tests  to  measure  student  achievement 
growth  in  each  course  offering. 

The  following  list  of  courses  was  taken  from  the  Missouri 
School  Improvement  Program  4  Resource  Standards,  found  at 
www . dese . mo . gov . 
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Table  1  School  Improvement  Courses 


Elementary  Courses 

  .  ...    .  11  ■<   

Middle  School  Courses 

1 

Math  by  grade 

Math  by  grade 

2 

Reading  by  grade 

Reading  by  grade 

3 

Language  Arts  by  grade 

Language  Arts  by  grade 

4 

Social  Studies/History  by 

grade 

Social  Studies/History  by  grade 

5 

Science  by  grade 

Science  by  grade 

6 

Music  by  grade 

Vocal  Music 

7 

Art  by  grade 

Instrumental  Music 

8 

Physical  Education  by 
grade 

Art 

9 

Foreign  Language  by  grade 

Physical  Education  by  grade 

10 

Health  by  grade 

Health 

11 

Career  Awareness  by  grade 

Foreign  Language 

12 

Instrumental  Music  I  and 
II 

Speech 

13 

Library  Skills  by  grade 

Algebra  1 

14 

Agriculture 

15 

Family  and  Consumer  Science 

16 

Industrial  Technology 

17 

Computer  Literacy 

18 

Career  Education 

Middle  school  students  are  required  to  take  the  four  core 
subjects,  physical  education,  health,  art  and  music.  Some 
students  will  also  have  a  stand-alone  reading  course.  This 
totals  nine  subjects  for  one  year.       Seventh  and  eighth 
graders  must  in  addition  have  access  to  four  exploratory 
classes,  bringing  the  total  courses  for  them  to  13.     Some  of 
these  courses  would  only  last  for  6  weeks,  others  may  last  a 
semester. 

Development  Costs: 

Table  2  illustrates  the  costs  associated  with  developing  new 
testing  regimes  from  previous  RFPs  on  Smarter  Balanced 
Assessment  Consortium  website.   IVe  would  expect  the  state  to 
bear  the  cost  of  develoTPincr  these  testincr  mechanisms .  Indeed 
no  testincr  recrime  can  be  considered  viable  without 
significant  state  resources. 
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Table  2 ;  RFP  for  Smarter  Balanced  Assessment 


PROJECT 

DETAILS 

BID  COST  Estimate 

SBAC  RFP  No.  14 

SBAC  Pilot 
Item/Task/Stimulus 
Research 
Development  and 

Reviews 

$19, 000, 000 

SBAC  RFP  No.  07 

Item  Authoring  and 
Item  Pool 
Application 

$1, 988, 000 

SBAC  RFP  No.  09 

Test  Blueprint  and 
Computer  Adaptive 
Test  Specifications 

$1,457,721 

SBAC  RFP  No.    08  1- 

2012  to  10-2013 

Participation  and 
Training  Materials 

$739,392 

SBAC  RFP  No.  05 

Psychometric 
Services 

$3,500,000 

SBAC  RFP  No.  06 

Development  of 
Accessibility  and 
Accommodations 
Policies  and 
Materials 

$930,000 

SBAC  RFP  No.  04 

SMARTER  Balanced 
Assessment 
Consortium  Request 
for  Proposals  to 
Develop  Item  and 
Task 

Specifications , 
Style  Guide,  Bias 
and  Sensitivity 
Guidelines,  and 
Accessibility  and 
Accommodat  ions 
Guidelines 

$1,500,000 

SBAC  RFP  No.  03 

SMARTER  Balanced 

Assessment 
Consortium  II 
Systems 

Architecture  (word) 

$2,000,000 

SBAC  RFP  No.  02 

IT  Readiness  Tool 
for  SBAC  and  PARCC 
(word) 

$500,000  (2011-14) 

SBAC  RFP  Mo  01 

STflr^TtPT*  R;^na'nced 

Assessment 
Communications  RFP 

S2  2  million  (2011- 
14 

RFP  2010-07  (SBAC 
RFP) 

Comprehens  ive 

Assessment 
Systems  Grant  - 
Project  Management 
Partner 

Not  included 
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Total  for  Math  and 
CA 

$33,  815,113  for  14 

tests 

Cost  per  test  to 

$2,415,365 

develop 

Total  FY  2013  Cost 
for  481  new  tests 

$1,161,790,565 

Administration  Costs: 

Administering  assessments  for  pre-K  through  2°'*  grade  students 
is  significantly  more  costly  for  school  districts,  as  much  of 
this  testing  must  be  administered  one-on-one.  This  means  the 
district  hires  a  substitute  for  the  several  days  it  takes  the 
classroom  teacher  to  complete  individual  student  assessments. 

On  average,  Missouri  high  school  students  take  seven  classes 
a  day,  one  to  three  of  which  are  semester  courses.  Older 
students  take  more  semester  courses. 

Cost  to  districts:  Cost  estimates  are  based  on  current  charge 
districts  for  MAP  tests,  and  testing  every  student  in  every 
subject . 

Table  3: Average  cost  of  MAP  testing  to  the  Cape  Girardeau  School 


District  from  the  State  of  Missouri 


Grade 

Total 
students 

Cost  per  test 

Cost  to 
test  one 
subject 

Number 
of 

sub j  ects 

Statewide 
total 

K-6 

2,351 

$1.  80 

$4,231.80 

9 

$38,086.20 

7-8 

576 

$1.80 

$1,036.80 

7x2 

tests 

$14,515.20 

9-12 

1,195 

$1.80 

$2,151.00 

8x2 
tests 

$34,416.00 

FY  2013  New 
costs  and 
reoccurring 
FY2014 

$87,017.40 
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Teacher  Evaluation  Assumptions  and  Data: 


In  developing  the  cost  estimates  contained  we  relied  on  the 
experiences  other  states  have  had  in  creating  a  similar 
evaluation  model  prescribed  in  the  proposed  amendment. 
Specifically,  the  removal  of  teacher  experience  as  part  of 
compensation  3 (f )   and  the  development  of  new  evaluation 
systems  for  educators  on  the  district  level   (3g) : 

3 (f )   Notwithstanding  any  provisions  of  this 
constitution,  no  school  district  which  uses 
seniority  or  duration  of  employment  as  a  basis,  in 
whole  or  in  part,  to  retain,  remove,  promote  or 
demote  teachers  shall  receive  any  state  funding  or 
local  tax  revenue. 

3 (g)  Notwithstanding  any  other  section  of  this 
constitution,  every  school  district  shall  develop 
and  use  local  performance  standards  to  retain, 
remove,  promote,  demote,  and  set  compensation  for 
teachers  in  such  school  district,  the  majority  of 
such  standards  shall  be  based  on  quantifiable 
student  performance  data  as  measured  by  objective 
criteria. 

While  our  analysis  will  cite  information  from  multiple  states 
-  the  recent  experience  of  Colorado  in  developing  a 
remarkably  similar  system  of  teacher  evaluation  and 
estimating  the  implementation  costs  serves  as  a  good  exemplar 
of  what  Missouri  policy  makers  and  budget  analysts  should 
expect  as  they  are  required  to  implement  sweeping  changes  to 
teacher  evaluation  and  compensation.  Additionally  CO  and  MO 
have  similarly  sized  public  education  systems  -  and  when 
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ranked  nationally  are  very  close  in  size  and  scope  (See  table 
4  below) . 


Table  4:  Similarities  in  the  size  of  public  education  systems 
in  MO  and  CO* 


Missouri 

National 

Rank 

(MO) 

Colorado 

National 

Rank 

(CO) 

Average  Daily- 
Attendance  (2010) 

835, 780 

19 

If   771,93  8 

21 

Number  of  Public  High 
School  Graduates  '09- 

'10 

62,342 

20 

46, 811 

22 

Number  of  Public 
School  Teachers  K-12 

67, 882 

14 

48, 960 

23 

*NEA  Research.  (2010) .  Rankings  &  Estimates  Rankings  of  the  States  2  010  and 
Estimates  of  School  Statistics  2011. 

http: / /www .nea.orq/assets /docs /HE/NEA_Rankings_and_Estimates010711 .pdf 


Salary  data  used  in  this  analysis  will  assume  average  pay  for 
a  Missouri  teacher  at  $45,317  or  48"^  in  the  nation  and  81.5% 
of  the  national  average . 


The  Colorado  Experience: 

In  May  of  2010,   Colorado  passed  Senate  Bill  191  which 
completely  changed  how  public- school  educators  were  evaluated 
in  Colorado.  At  the  core  of  the  proposal  were  two  policy 
objectives  similar  to  those  in  3 (£)   and  3(a)   of  the  current 
proposal:  1)  the  removal  of  duration  of  employment  as  a  basis 
of  evaluation  in  whole  or  in  part  and  2)   replaced  with  a 
model  where  quantifiable  student  growth/achievement 
represents  at  least  50%  of  the  total  performance  by 
quantifiable  and  objective  standards.  Table  7  below  places 
the  proposals  for  quantifiable  measurement  side -by- side  for 
comparison: 
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Table  5 :  Comparison  of  Measurement  Standard  of  Ellincrer 
Proposal  V.  SB  191  Colorado  


Ellinaer  Missouri  Proposal 

Senate  Bill  191  Colorado 

Side-by-side 
comparison  of 
measurement 
standards  from 
nu  ana  cu 

"3 (g)   Notwithstanding  any 
other  section  of  this 
constitution,  every  school 
district  shall  develop  and 
use  local  performance 
standards  to  retain, 
remove ,  promote ,  demote , 
and  set  compensation  for 
teachers  in  such  school 
district,   the  majority  of 
such  standards  shall  be 
based  on  quantifiable 
student  performance  data  as 
measured  by  objective 
criteria.  " 

"Procedures  for 
prioritizing  or  weighting 
measures  of  performance 
that  ensure  that  measures 
or  scuaenu  growcn  represenu 
at  least  50  percent  of 
total  performance  and  are 
prioritized  by  technical 
quality,   and  that  measures 
of  professional  practice 
are  prioritized  by  local 
objectives . " 

Source 

*Ellinger  Submission. 
(January  17,  2012) .  Pg  3 

*  Colorado  State  Board  of 
Education.  Report  & 
recommendations;   submitted  to 
the  bolbrado  State  Board  of 
Education  pursuant ■ to  SB  10-191. 
(April  13,  2011) .  Pg  18 
Available  online: 
http : //www. cde . state . co . us/Educa 
torEf f ectiveness/downloads/Repor 
t%2  0&%2  Oappendices/SCEE_Final_Re 
port .pdf 

We  believe  the  process  of  estimating  costs  to  local  school 
districts  used  by  the  Colorado  State  Board  of  Education  will 
shed  light  on  the  Ellinger  proposal  and  permit  an  estimate  of 
the  fiscal  impact  to  the  Cape  Girardeau  School  District . 


Translating  the  Colorado  Experience  to 
Missouri : 

For  purpose  of  analysis  we  will  assume  the  following  role  for 
the  state : 

1)  Create  an  exemplar  template  and  evaluation  system  with  a 
resource  bank  of  evaluation  tools. 
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2)  Provide  student,  teacher,  and  parent  survey  instruments 
and  analysis  of  results  to  districts. 

3)  Provide  a  definition  of  what  constitutes  a  qualified 
educator  for  every  subject  area  and  grade  level. 

4)  Develop  materials  to  support  professional  development. 

5)  Collect  and  report  evaluation  data  for  the  state. 

NOTE:  None  of  this  is  guaranteed  or  funded  under  the  Ellinger 
proposal  -  nor  do  we  attempt  in  this  analysis  to  associate 
costs  -  but  it  is  worth  noting  that  the  state  would  likely 
need  to  develop  a  whole  host  of  example  evaluation  tools  that 
districts  could  adopt  and  such  development  is  likely  to  be  a 
costly  process. 

In  addition  to  the  items  above  the  state  will  likely  have  to 
develop  and  provide: 

1)  Assessment  tools  from  the  state  need  to  be  available  to 
districts  in  all  subjects,   at  no  cost,  and  resulting 
data  must  be  reliable  and  valid.  Districts  will 
recognize  that  they  are  allowed  to  create  their  own 
unique  assessments,  but  districts  will  likely  want  to 
use  defensible  research-based  measures  provided  by  the 
state  given  the  implications  the  data  can  have  on 
educators  and  students. 

2)  A  valid  individual  teacher  and  student  tracking  system 
needs  to  be  developed  and  in  place  provided  by  the 
state.  Much  of  the  ability  for  districts  to  evaluate 
teacher  performance  based  on  at  least  "50%  quantifiable 
data"  will  rely  on  the  ability  to  correctly  identify  the 
teacher  of  record  for  each  student  in  each  subject  area 
and  assign  attributable  changes  in  performance  to  the 
appropriate  teacher. 

The  state-level  responsibilities  listed  above  are  essential 
to  any  successful  implementation  of  the  Ellinger  proposal . 
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startup  Costs; 

Certain  initial  costs  are  likely  to  be  required  at  the 
district  level  prior  to  the  implementation  of  the  new 
evaluation  system.  We  assume  the  burden  for  implementing  the 
state  mandates  would  fall  to  the  individual  school  district. 
For  example  we  would  have  to  spend  time  selecting  evaluation 
tools  and  measurements  from  the  state  templates,  set  up  first 
time  data  systems,  develop  an  appeals  process,  and  provide 
comprehensive  training  for  evaluators  and  educators .  Colorado 
estimate  the  effort  needed  to  accomplish  these  tasks  is  as 
follows : 


Table  6;  One  Time  Costs  for  each  district: 


9ef«tlii8  EvaMlon 

raolsand 

Mcasurconciits 

Onetime  Dsta 

Dcucloplng 
Appeals  ProEcss 

Prsfetskiiisl 

Daurilnprnci^t 
faraDMaff 

PrufiiiSiurifll 
-for  ev£iuata» 

Di5tni:t?l!rsnnne.r* 

Slips' rfnirifrrf 
i%Eii5-ant  Supsrntendcnt 

nilei.:.!;'- 

,  5 '.Hi's 

30h-jur!> 

Trainer 
de-i:::  Staff 

2  lisp 

Eaiviiiix 

IT  leirhnicisT 

Icachcrs 

5H<if  all  ti!o:hcTi. 
JlQOicby  for  idif'^ 

tcaih^r 

l/oirmittee  ««h<»-Lf!xli!r 

$iil\3  idsY  far 

IrahiKrifliw  c>.\>ili 
Fnri:|pnl 

f.flsdi  . 

^ilsii'sicr  fwr/ 
lirlnc!p.il  ">* 

Augenblick, 

Paslaich, 

and 

Associates 
INC.  Costing 
Out  the 
Resources 
Impl i  cat  ions 
of  SB  10-191 
in  Coloraodo 
School 
Districts: 
Prepared  for 
State 

Council  for 
Educator 


Effectiveness.  March  2011.  Pg  35 


Augenblick,  Paslaich,  and  Associates  and  the  Colorado  State 
Board  of  Education  estimate  that  the  initial  one-time  costs 
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on  average  are  $53  per  student.  Given  the  comparability  of 
Missouri  and  Colorado  (see  table  4)  we  believe  that  this 
estimate  is  applicable  to  our  school  system  and  may  be 

conservative  given  our  average  teacher  pay  and  experience 
level  is  higher  than  Colorado's  by  about  20%. 

Ongoing  Costs: 

For  ongoing  costs  the  computation  of  new  expenses  that  are 
above  and  beyond  the  current  requirement  set  out  by 
regulation  or  Missouri  statute  are  considered  in  this 
section.  As  such  what  follows  in  this  section  are: 

1)  Likely  tools  and  measures  to  be  used; 

2)  The  new  effort  and  resources  needed;  and 

3)  The  ongoing  cost  for  three  categories  of  teachers, 
(novice,  effective,  and  ineffective) . 

When  considering  such  a  broad  and  sweeping  change  of  the 
Missouri  education  system  the  usual  disclaimers  apply  -  1)  we 
are  anticipating  standards  based  on  our  experience  with  DESE 
and  local  school  boards  -  nothing  in  this  document  should  be 
viewed  as  an  endorsement  of  any  system  of  evaluation,  2) 
additionally  our  estimations  are  based  on  our  best 
understanding  of  the  initiative  and  its  implementation  in  our 
district,   and  3)  the  cost  estimate  only  the  amount  to 
evaluate  teachers . 


Evaluating  Teachers : 

To  evaluate  teachers  numerous  measurers  and  tools  will  need 
to  be  developed  as  well  as  the  standards  for  apply  those 
tools  (including  but  not  limited  to) : 

•    Observation  with  pre /post  interview 
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•  Examination  of  lessons,  unit  plans,  assignments  and 
assessments 

•  Student  and  Parent  feedback 

•  Peer  observation  and  feedback. 

•  Teacher  self  review  and  interviews 

•  Analysis  of  student  data  and  growth. 

While  these  tools  can  be  used  with  teachers  at  all  levels 
of  experience  and  ability  -  allotments  must  be  made  for 
more  time  and  effort  to  be  spent  with  teachers  based  on 
their  experience   (or  lack  thereof)   and  abilities. 

The  consulting  firm  of  Augenblick,  Paslaich,  and  Associates 
concluded  that  teachers  are  likely  to  fall  into  one  of  the 
three  categories  below  and  require  a  differing  amount  of 
ongoing  supervision  and  evaluation  costs.      (SEE  APPENDIX  A 
-  TABLES  I- III  for  breakdown  of  evaluation  and  resources 
for  each  population  of  teachers) . 


Novice* 

$343    (increased  training  and 
data  analysis) 

Effective 

$531   (increased  data  analysis 
and  frequency  of  evaluation) 

Need 

Improvement 

$3,783   (increased  number  of 
teachers  identified  that 
require  supervision  and 

remediation)                              ■  ■ 

*Boulder  Valley  School  District.  SB  191  and  you.  April  2011 


The  Cape  Girardeau  School  Districts  commitment  to  quality  has 
allowed  us  to  recruit  a  corps  of  343  highly  qualified. 

As  such  we  have  adjusted  our  assumptions  as  follows: 

97%  (334  teachers)  will  fit  into  the  "Effective"  category. 
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2.75%   (9  teachers)  will  qualify  as  "novice" 

Only  .25%  (1  teachers)  will  fit  into  the  "need  improvement" 
category . 


Fiscal  Impacts  of  3(£)  and  3(g)  implementation 
of  proposed  evaluation  model: 

Fiscal  Year  2013  -  1^"  year  of  implementation:  Assumes  average 
costs  of  $53  per  student  and  an  even  population  of  4,122 
students.  Also  assumes  V  year  evaluation  costs   (see  Table 
9)  .* 

Fiscal  Year  2014  -  2'^  year  of  evaluation  and  increased  MAP 
costs . * 

*Assumes  state  development  of  template  systems  of  evaluation  and  testing 
mechanisms . 


Table  7:  Estimated  Cost  to  Cape  Girardeau  Public  School 

District  for  Evaluation 


FY  2013 

$  Estimate 

Startup  Cost  assume 
average  of  $53  per 
student 

One  time  Cost 
Student  K-12 
Population  of 
Missouri  22,201 
(2012) 

4,122  X  $53  = 

$218,466.00 

FY  2013 

Increased  MAP  Costs 
(Re -occurring) 

$87,017.40 

FY  2013 

First  Yearly 
Evaluation:  NOVICE 
evaluation  costs 

12  X  $343  = 

$  4,116.00 
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$343  * 

First  Yearly 
Evaluation:  NEED 
IMPROVEMENT 
evaluation  costs 
$3,783 

1  X  $3,783  = 

$3,783.00 

First  Yearly 
Evaluation: 
Effective  $531 

412  X  $531  = 
$218,772 

Total  FY  2013 

$  452,154.40 

FY  2014 

Yearly  Reoccurring 
Evaluation:  NOVICE 
evaluation  costs 
$343  * 

12  X  $343  = 

$  4,116.00 

Yearly  Reoccurring 
Evaluation:  NEED 
IMPROVEMENT 
evaluation  costs 
$3, 783 

1  X  $3,783  = 

$3,783.00 

Yearly  Reoccurring 
Evaluation: 

p-F-Ffar'l- T  vfa  <!!e;'^1 

XlJ  J- i_  CO  L.  J.  V  C  ifZjJA, 

412  X  $531  = 
$218,772 

FY  2014 

Tn/^T'^aaaoH    MAO    C*r\pi^  Pi 

(Re -occurring) 

e   R7    017  40 

Total  FY  2014 

$  313,688.40 

Total  Costs  of 
evaluation  program 
to  School  District 
FY  2013-2014 

$765,842.80 

18 


*The  National  Coramiesion  on  Teaching  and  America's  Future  (NCTAF) .  Report  of  Teacher  Age  and 
Experience  by  State  (2007-2008).  Available  via:  http://nctaf.org/ijp- 
content/uploads/2012/01/WebAgeandExpbyState07-08 .pdf 
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Officials  firom  the  Hannibal  60  School  District  indicated: 
Overview: 

This  document  describes  the  anticipated  fiscal  impact  of  the  proposed  amendment  to 
Article  IX  of  tlie  Missouri  Constitution  to  the  Hannibal  School  District.  While  our 
analysis  focuses  on  the  impacts  to  our  district  -  we  share  the  same  concerns  voiced  by 
Mr.  Roger  Kurtz  in  his  submission  to  your  office  regarding  the  impact  of  the  proposed 
amendment. 

We  beHeve  this  Amendment  has  wide  ranging  financial  impacts  for  Local  Government 
entities  who  would  be  required  constitutionally  to  develop  expertise  on  school  district 
evaluation  policies  before  releasing  local  fiinds,  our  analysis  will  focus  the  specific  costs 
of  the  impact  of  developing  student  assessment  tools  for  all  grades  across  all  subject 
areas,  implementing  a  testing  regime,  and  applying  those  tools  to  develop  and 
execute  an  evaluation  model  as  prescribed  in  sections  3(f)  and  3(2)  of  the  amendment 
using  data  fiom  Missouri  and  similar  proposals  fiom  Colorado  as  a  basis  for  analysis. 

In  general  the  proposed  amendment's  costs  are  driven  by  the  need  to  create  quantifiable 
and  objective  data  on  each  Missouri  student,  in  every  subject,  to  be  used  as  a  basis  for 
evaluation  of  educators. 

To  acquire  the  incredible  amount  of  data  necessary  to  fulfill  this  goal  is  a  herculean  task  - 
a  proven  and  statistically  reliable  test  for  every  subject  must  be  created  and 
administered  for  every  grade  level  to  every  student.  Missouri  has  developed  test  for  a 
handful  of  core  subjects  and  administers  them  periodically  in  a  student's  progression 
from  kindergarten  to  the  12"*  grade.  This  allows  a  real  and  accxurate  basis  for  the  cost  of 
testing  for  every  child  in  every  subject. 

The  Hannibal  School  District: 

The  Hannibal  School  District  #60  is  rated  "accredited  with  distinction  in  performance"  by 
the  Missouri  Department  of  Elementary  and  Secondary  Education.  Additional 
accreditation  comes  firom  the  Nortli  Central  Association  of  Colleges  and  Schools  at  the 
career  center. 

The  district  features  a  grade  configuration  of  pre-kindergarten,  kindergarten  and  grades 
one  through  five  in  its  elementary  schools,  grades  six  through  eight  in  its  middle  school, 
and  grades  nine  through  twelve  in  its  high  school.  The  area  cai-eer  and  technical  center  is 
also  located  on  school  district  property.  The  district  is  comprised  of  five  elementary 
attendance  centers  including  Eugene  Field,  Mark  Twain,  Oakwood,  Stowell,  and 
Veterans.  All  elementary  schools  are  organized  as  pre-kindergarten  through  fifth  grade. 

Staff  members  in  the  district  number  564  including  326  certificated  and  238 
noncertificated  members.  Of  the  326  certificated  staff  members,  59.4  percent  are  at  or 


above  the  master's  degree  level.  The  average  teaching  experience  level  in  the  district  is 
12.7  years. 

Special  programs  in  early  childhood  education  and  parenting,  guidance  and  counseling 
services,  health  progi'ams,  and  special  education  programs  are  a  vital  part  of  the  total 
program  of  the  Hannibal  School  District.  Also  provided  are  remedial  services,  both 
during  the  school  term  and  during  a  suimner  school  progi'am.  A  sunnner  emiclunent 
program  is  also  offered  to  all  students.  In  addition  to  these  programs,  a  strong  well- 
rounded,  extracunicular  progr-am  including  athletics,  performing  and  visual  arts,  and 
publications  is  offered  by  the  distiict. 

There  is  a  strong  relationship  between  the  school  and  community  as  evidenced  by  strong 
parental  involvement,  support,  and  partnership  with  community  organizations.  Each 
elementary  and  the  middle  school  have  active  parent-teacher  organizations  and  strong 
booster  organizations  exist  for  band,  choms,  and  athletics.  Success  in  the  activity 
programs  and  competitions  is  a  somce  of  community  pride. 

ENROLLMENT  TRENDS 

The  school  district  enrollment  has  been  steady  the  past  ten  years.  Enrollment  projects 
indicate  a  slight  but  steady  increase  for  the  next  ten  years.  There  is  a  possibility  of  a 
greater  increase  in  population  of  school  age  children  if  rapid  economic  growth  in  the 
Hannibal  area  occms. 

OTHER  DISTRICT  INFORMATION  AND  FACTS: 

•  budget  for  201 1-2012  school  year  is  $32,466,3 14 

•  sources  of  revenues  are  local  and  county  (45.3%),  state  (34.9%),   and  federal 
(19.8%). 

•  assessed  valuation  for  2011  is  $283,310,605  and  the  current  tax  levy  is  $3.4199 

•  emollment  is  3,62 1  for  the  20 1 1  -20 1 2  school  year. 

•  teacher  salary  range  for  201 1-2012  is  $30,900  to  $55,130  and  the  average  teacher 
salary  is  $39,483 

Test  Development  and  Implementation  Costs  and  Considerations 

Mr.  ElUnger's  submission  requires  that  every  school  district  develop  a  set' of 
locally  based  performance  standards  a  majority  of  which  is  based  on  "quantifiable 
data": 

3(g)  Notwithstanding  any  other  section  of  this  constitution,  every  school  district 
shall  develop  and  use  local  pei  forniancc  standards  to  retain,  remove,  promote, 
demote,  and  set  compensation  for  teachers  in  such  school  district,  the  majority  of 
such  standards  shall  be  based  on  quantifiable  student  performance  data  as 
measured  by  objective  criteria. 


Our  assumption  is  the  state  would  develop  a  series  of  "template"  standards  of  evaluation 
and  guide  the  development  of  testing  tools  that  could  be  utilized  by  our  district. 

Development: 

Test  development  is  a  prohibitively  expensive  undertaking  for  any  school  district  we 
would  be  unable  to  fund  the  development  of  tests  to  meet  the  reliability,  validity  and 
scope  required  by  this  proposal. 

Any  school  district  will  require  defensible  research-based  measm-es  provided  by  the 
state,  given  the  results  of  these  assessments  would  be  the  major  factor  in  employment 
decisions  and  likely  policy  makers  will  later  use  the  data  to  make  funding  or  accreditation 
decisions. 

Currently,  the  state  of  Missouri  provides  assessments  in  only  two  subjects,  math  and 

communication  arts,  for  students  in  grades  3-8  and  one  year  in  high  school.  Science  tests 
are  available  for  one  elementary,  one  middle  school  grade,  and  high  school  biology. 

The  state  paid  for  the  development  of  the  tests,  including  item  and  task  specification,  item 
authoring,  bias  and  sensitivity  checks,  psychometric  work,  piloting,  lay  out  and  printing 
for  the  paper  based  3-8  tests,  and  computer  adaptive  work  for  the  high  school  tests. 

The  state  pays  for  the  scoring  of  these  tests,  at  .06  per  test.  Until  the  recent  budget  crisis, 
the  cost  to  score  was  higher,  as  Missouri's  assessments  were  not  limited  to  multiple- 
choice  questions  as  they  are  now.  Previous  assessments  included  constructed  response 
questions  where  students  wrote  in  short  answers,  as  well  as  performance  events  where 
students  wrote  an  essay  or  did  multi-step  problem  solving,  such  as  figuring  the  cost  of 
installing  a  chain  link  fence  for  a  yard  of  a  given  dimension. 

In  addition,  tests  need  ongoing  revisions  through  the  use  of  parallel  questions,  so  the 
questions  are  not  the  same  fi-om  year  to  year,  but  the  knowledge  and  skill  tested  remains 
the  same. 

In  recent  years,  this  annual  revision  has  been  limited  due  to  budget  restraints.  Constracted 
response  items  and  perfoiTnance  events  have  been  removed  fi'om  the  assessments.  In 
addition,  budget  cuts  have  forced  DESE  to  pay  the  cost  of  cmTcnt  year  assessments  out  of 
the  next  years'  fiinding. 

In  order  to  evaluate  teachers  based  on  student  assessments,  you  must  fu'st  have  baseline 
achievement  data  on  each  student  for  that  subject.  Current  growth  models  can  only 
provide  data  for  4"'  -  S"'  grade  students  in  math  and  communication  arts,  because  there  is 
not  baseline  data  for  third  gi^aders.  High  school  courses  each  consist  of  distinct  content 
and  scores  on  one  course  cannot  be  considered  a  starting  point  for  another  with  the 
possible  exception  of  Algebra  I  and  II. 


Massachusetts  began  to  use  student  growth  measured  by  state  assessments  in  teacher 
evaluations,  and  found  current  assessments  only  produced  data  for  17%  of  teachers.  The 
language  in  3  (g)  would  require  annual  assessments  of  pre-K  to  8*  grade  students  in 
every  subject.  High  school  courses  would  require  pre-tests  at  the  beginning  of  the  course 
as  well  as  end  of  course  tests  to  measure  student  achievement  growth  in  each  course 
offering. 

The  following  list  of  courses  was  taken  from  the  Missouri  School  Improvement  Program 
4  Resource  Standai-ds,  found  at  www.dese.mo.gov. 


Table  1  School  Improvement  Courses 


Elementary  Courses 

Middle  School  Courses 

1 

Math  by  grade 

Math  by  grade 

2 

Reading  by  grade 

Reading  by  grade 

3 

Language  Arts  by  grade 

Language  Arts  by  grade 

4 

Social  Studies/History  by 

grade 

Social  Studies/History  by 

grade 

b 

Science  by  grade 

Science  by  grade 

6 

Music  by  grade 

Vocal  Music 

7 

Art  by  grade 

Instrumental  Music 

Physical  Education  by 
grade 

Art 

9 

Foreign  Language  by  grade 

Physical  Education  by  grade 

10 

Health  by  grade 

Health  ■ 

11 

Career  Awareness  by  grade 

Foreign  Language 

12 

Instrumental  Music  I  and 

II 

Speech 

13 

Library  Skills  by  grade 

Algebra  1 

14 

Agriculture 

15 

Family  and  Consumer  Science 

16 

Industrial  Technology 

17 

Computer  Literacy 

18 

Career  Education 

Middle  school  students  are  required  to  take  the  four  core  subjects,  physical  education, 
health,  art  and  music.  Some  students  will  also  have  a  stand-alone  reading  course.  This 
totals  nine  subjects  for  one  year.  Seventh  and  eighth  graders  must  in  addition  have 
access  to  four  exploratory  classes,  bringing  the  total  courses  for  them  to  13.  Some  of 
these  courses  would  only  last  for  6  weeks,  others  may  last  a  semester. 


Development  Costs: 

Table  2  illustrates  the  costs  associated  with  developing  new  testing  regimes  from 
previous  RFPs  on  Smarter  Balanced  Assessment  Consortium  website.  We  would  expect 


the  state  to  bear  the  cost  of  develovine  these  testine  mechanisms.  Indeed  no  testing 
reeime  can  be  considered  viable  without  sienificant  state  resources. 


Table  2:   RFP  for  Smarter  Balanced  Assessment 


PROJECT 

DETAILS 

BID  COST  Estimate 

SBAC  RFP  No.  14 

SBAC  Pilot 

I tern/ Task/Stimulus 

Research 

Development  and 

Reviews 

$19,000,000 

SBAC  RFP  No.  07 

Item  Authoring  and 

Item  Pool 
Application 

$1,988,000 

SBAC  RFP  No.  09 

Test  Blueprint  and 
Computer  Adaptive 

Test 

Specifications 

$1,457,721 

SBAC  RFP  No.    08  1- 
2012  to  10-2013 

Participation  and 
Training  Materials 

$739,392 

SBAC  RFP  No.  05 

Psychometric 
Services 

$3,500,000 

SBAC  RFP  No.  06 

Development  of 

Accessibility  and 
Accommodations 
Policies  and 
Materials 

$930,000 

SBAC  RFP  No.  04 

SMARTER  Balanced 
Assessment 
Consortium  Request 
for  Proposals  to 
Develop  Item  and 
Task 

Specifications, 
Style  Guide,  Bias 
and  Sensitivity 
Guidelines,  and 
Accessibility  and 
Accommodations 
Guidelines 

$1,500,000 

SBAC  RFP  No.  03 

SMARTER  Balanced 

Assessment 
Consortium  II 
Systems 
Architecture 
(word) 

$2,000,000 

SBAC  RFP  No.  02 

IT  Readiness  Tool 
for  SBAC  and  PARCC 

$500,000  (2011-14) 

(word) 

SBAC  RFP  No.  01 

Smarter  Balanced 
Assessment 
Communications  RFP 

$2.2  million 
(2011-14 

RFP  2010-07  (SBAC 
RFP) 

Comprehensive 

Assessment 
Systems  Grant  - 
Project  Management 
Partner 

Not  included 

Total  for  Math  and 

CA 

$33,815,113  for  14 

tests 

Cost  per  test  to 

$2,415,365 

develop 

Total  FY  2013  Cost 
for  481  new  tests 

$1,161,790,565 

Administration  Costs: 


Administering  assessments  for  pre-K  tlu'ough  2°  gi'ade  students  is  significantly  more 
costly  for  school  districts,  as  much  of  this  testing  must  be  administered  one-on-one.  This 
means  the  district  hires  a  substitute  for  the  several  days  it  takes  the  classroom  teacher  to 
complete  individual  student  assessments. 

On  average,  Missouri  high  school  students  take  seven  classes  a  day,  one  to  three  of  which 
are  semester  courses.  Older  students  take  more  semester  courses. 


Cost  to  districts:  Cost  estimates  are  based  on  current  char-ge  districts  for  MAP  tests,  and 
testing  every  student  in  every  subject 


Ta] 

3le  3  ."Average  cost  of  MAP  testing  to  districts  from  state 

Grade 

Total 
students 

Cost  per  test 

Cost  to 
test  one 

subject 

Number 
of 

subjects 

Statewide 
total 

K-8 

2,  616 

$.90  est. 

$2,354.40 

9 

$21,189. 60 

9-12 

1,005 

$.90 

$904.50 

8x2 
tests 

$14,472.00 

FY  2013  New 
costs  and 
reoccurring 
FY2014 

$35,661.60 

Teacher  Evaluation  Assumptions  and  Data: 


In  developing  the  cost  estimates  contained  we  relied  on  the  experiences  other  states  have 
had  in  creating  a  similar  evaluation  model  prescribed  in  the  proposed  amendment. 
Specifically,  the  removal  of  teacher  experience  as  part  of  compensation  3(f)  and  the 
development  of  new  evaluation  systems  for  educators  on  the  district  level  (3g): 

3(f)  Notwithstanding  any  provisions  of  this  constitution,  no  school  district 
which  uses  seniority  or  duration  of  employment  as  a  basis,  in  whole  or  in 
part,  to  retain,  remove,  promote  or  demote  teachers  shall  receive  any  state 
funding  or  local  tax  revenue. 

3(g)  Notwithstanding  any  other  section  of  this  constitution,  every  school 
district  shall  develop  and  use  local  performance  standards  to  retain,  remove, 
promote,  demote,  and  set  compensation  for  teachers  in  such  school  district, 
the  majority  of  such  standards  shall  be  based  on  quantifiable  student 
performance  data  as  measured  by  objective  criteria. 

While  our  analysis  will  cite  information  from  multiple  states  -  the  recent  experience  of 
Colorado  in  developing  a  remarkably  similar  system  of  teacher  evaluation  and  estimating 
the  implementation  costs  serves  as  a  good  exemplar  of  what  Missouri  policy  makers  and 
budget  analysts  should  expect  as  they  are  required  to  implement  sweeping  changes  to 
teacher  evaluation  and  compensation.  Additionally  CO  and  MO  have  similarly  sized 
public  education  systems  -  and  when  ranked  nationally  are  very  close  in  size  and  scope 
(See  table  4  below). 

Table  4:   Similarities  in  the  size  of  public  education  systems  in 
MO  and  CO* 


Missouri 

National 

Rank 

(MO) 

Colorado 

National 
Rank 
(CO) 

Average  Daily 
Attendance  (2010) 

8351180 J 

|||i|Biili9 

771, 938 

liiiiliSIl 

Number  of  Public  High 
School  Graduates  '09- 
^10 

62,342 

20 

46,811 

22 

Number  of  Public 
School  Teachers  K-12 

67, 882 

48, 960 

23 

*NEA  Research.  (2010) .  Rankings  &  Estimates  Rankings  of  the  States  2010  and 
Estimates  of  School  Statistics  2011. 

http; //vmw.nea.org/assets/docs/HE/NEA  Rankings  and  Estimates010711.pdf 


Salaiy  data  used  in  this  analysis  will  assume  average  pay  for  a  Missouri  teacher  at 
$45,317  or  48*  in  the  nation  and  81.5%  of  the  national  average. 

The  Colorado  Experience: 

In  May  of  2010,  Colorado  passed  Senate  Bill  191  which  completely  changed  how  public- 
school  educators  were  evaluated  in  Colorado.  At  the  core  of  the  proposal  were  two 
policy  objectives  similar  to  those  in  3(f)  and  3(g)  of  the  current  proposd:  1)  the 
removal  of  duration  of  employment  as  a  basis  of  evaluation  in  whole  or  in  part  and  2) 


replaced  with  a  model  where  quantifiable  student  growth/acliievement  represents  at  least 
50%  of  the  total  performance  by  quantifiable  and  objective  standards.  Table  7  below 
places  the  proposals  for  quantifiable  measurement  side-by-side  for  comparison: 


Table  5:  Comparison  of  Measurement  Standard  of  Ellinger  Proposal 
V.   SB  191  Colorado 


Ellinger  Missouri  Proposal 

Senate  Bill  191  Colorado 

Side-by-side 
comparison  of 
measurement 
standards  from 
MO  and  CO 

^^3  (g)   Notwithstanding  any 
other  section  of  this 
constitution,  every  school 
district  shall  develop  and 
use  local  performance 
standards  to  retain, 
remove,   promote,  demote, 
and  set  compensation  for 
teachers  in  such  school 
district,   the  majority  of 
such  standards  shall  be 
based  on  quantifiable 
student  performance  data  as 
measured  by  objective 
criteria .  " 

■^^Procedures  for 
prioritizing  or  weighting 
measures  of  performance 
that  ensure  that  measures 
of  student  growth  represent 
at  least  50  percent  of 
total  performance  and  are 
prioritized  by  technical 
quality,  and  that  measures 
of  professional  practice 
are  prioritized  by  local 
objectives . " 

Source 

*Ellinger  Submission. 
(January  17,  2012).  Pg  3 

*  Colorado  State  Board  of 
Education.  Report  & 
recommendations;  submitted  to 
the  Colorado  State  Board  of 
Education  pursuant  to  SB  10-191. 
(April  13,   2011) .   Pg  18 
Available  online: 
http : / /www . cde . state . co . us/Educa 
torEf f ectiveness/downloads/Repor 
t%20&%20appendices/SCEE_Final_Re 
port.pdf 

We  believe  the  process  of  estimating  costs  to  local  school  districts  used  by  the  Colorado 
State  Board  of  Education  will  shed  light  on  the  Ellinger  proposal  and  peimit  an  estimate 
of  tlie  fiscal  impact  to  the  Haimibal  School  District. 

Translating  the  Colorado  Experience  to  Missouri: 

For  purpose  of  analysis  we  will  assume  the  following  role  for  the  state; 

1)  Create  an  exemplar  template  and  evaluation  system  with  a  resource  bank  of 
evaluation  tools. 

2)  Provide  student,  teacher,  and  parent  survey  instruments  and  analysis  of  results  to 
districts. 


3)  Provide  a  definition  of  what  constitutes  a  qualified  educator  for  every  subject  area 
and  grade  level. 

4)  Develop  materials  to  support  professional  development. 

5)  Collect  and  report  evaluation  data  for  the  state. 

NOTE;  None  of  this  is  guaranteed  or  funded  under  the  EUinger  proposal  -  nor  do  we 
attempt  in  this  analysis  to  associate  costs  -  but  it  is  worth  noting  that  the  state  would 
likely  need  to  develop  a  whole  host  of  example  evaluation  tools  that  districts  could  adopt 
and  such  development  is  likely  to  be  a  costly  process. 

In  addition  to  the  items  above  the  state  will  likely  have  to  develop  and  provide: 

1)  Assessment  tools  from  the  state  need  to  be  available  to  districts  in  all  subjects,  at 
no  cost,  and  resulting  data  must  be  reliable  and  valid.  Districts  will  recognize  that 
they  are  allowed  to  create  their  own  unique  assessments,  but  districts  will  likely 
want  to  use  defensible  research-based  measures  provided  by  the  state  given  the 
implications  the  data  can  have  on  educators  and  students. 

2)  A  valid  individual  teacher  and  student  tracking  system  needs  to  be  developed  and 
in  place  provided  by  the  state.  Much  of  the  ability  for  districts  to  evaluate  teacher 
performance  based  on  at  least  "50%  quantifiable  data"  will  rely  on  the  ability  to 
correctly  identify  the  teacher  of  record  for  each  student  in  each  subject  area  and 
assign  attributable  changes  in  performance  to  the  appropriate  teacher. 

The  state-level  responsibilities  listed  above  are  essential  to  any  successful 
implementation  of  the  Elhnger  proposal. 

Startup  Costs: 

Certain  initial  costs  are  likely  to  be  required  at  the  district  level  prior  to  the 
implementation  of  the  new  evaluation  system.  We  assume  the  burden  for  implementing 
the  state  mandates  would  fall  to  the  individual  school  district.  For  example  we  would 
have  to  spend  time  selecting  evaluation  tools  and  measurements  firom  the  state  templates, 
set  up  first  time  data  systems,  develop  an  appeals  process,  and  provide  comprehensive 
training  for  evaluators  and  educators.  Colorado  estimate  the  effort  needed  to  accomplish 
these  tasks  is  as  follows: 


Table  6:  One  Time  Costs  for  each  district: 
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Augenblick, 
Paslaich,  and 

Associates  and  the  Colorado  State  Board  of  Education  estimate  that  the  initial  one-time 
costs  on  average  are  $53  per  student.  Given  the  comparability  of  Missouri  and  Colorado 
(see  table  4)  we  believe  that  this  estimate  is  applicable  to  our  school  system  and  may  be 
conservative  given  our  average  teacher  pay  and  experience  level  is  higher  than 
Colorado's  by  about  20%. 


Ongoing  Costs: 


For  ongoing  costs  the  computation  of  new  expenses  that  are  above  and  beyond  the 
current  requirement  set  out  by  regulation  or  Missouri  statute  are  considered  in  this 
section.  As  such  what  follows  in  this  section  are: 


1)  Likely  tools  and  measures  to  be  used; 

2)  The  new  effort  and  resources  needed;  and 

3)  The  ongoing  cost  for  three  categories  of  teachers,  (novice,  effective,  and 
ineffective). 

When  considering  such  a  broad  and  sweeping  change  of  the  Missouri  education  system 
the  usual  disclaimers  apply  -  1)  we  are  anticipating  standards  based  on  our  experience 
with  DESE  and  local  school  boards  -  nothing  in  this  document  should  be  viewed  as  an 
endorsement  of  any  system  of  evaluation,  2)  additionally  our  estimations  are  based  on 
our  best  understanding  of  the  initiative  and  its  implementation  in  our  district,  and  3)  the 
cost  estimate  only  the  amount  to  evaluate  teachers. 


Evaluating  Teachers: 

To  evaluate  teachers  numerous  measurers  and  tools  will  need  to  be  developed  as  well  as 
the  standards  for  apply  those  tools  (including  but  not  limited  to): 

•  Observation  with  pre/post  interview 

•  Examination  of  lessons,  unit  plans,  assignments  and  assessments 

•  Student  and  Parent  feedback 

•  Peer  observation  and  feedback. 

•  Teacher  self  review  and  interviews 

•  Analysis  of  student  data  and  growth. 

While  these  tools  can  be  used  with  teachers  at  all  levels  of  experience  and  ability  - 
allotments  must  be  made  for  more  time  and  effort  to  be  spent  with  teachers  based  on  their 
experience  (or  lack  thereof)  and  abilities. 

The  consulting  firm  of  Augenblick,  Paslaich,  and  Associates  concluded  that  teachers  are 
likely  to  fall  into  one  of  the  three  categories  below  and  require  a  differing  amount  of 
ongoing  supei-vision  and  evaluation  costs.  (SEE  APPENDIX  A  -  TABLES  I-III  for 
breakdown  of  evaluation  and  resources  for  each  population  of  teachers). 


Novice* 

$343    (increased  training  and 
data  analysis) 

Effective 

$531   (increased  data  analysis 
and  frequency  of  evaluation) 

Need 

Improvement 

$3,78 3|||i:|fc|reaSed  riumber|io|i|^^ 
teachers  identified  thal|i||||3||||^ 

Irequire  supervision  and|i|||i||iii|i|| 

'||:eme|,ia||^ 

*Boulder  Valley  School  District.  SB  191  and  you.  April  2011 


The  Hannibal  School  Districts  commitment  to  quality  lias  allowed  us  to  recruit  a  corps  of 
326  highly  qualified  teachers  with  an  average  of  12.7  years  of  experience. 

As  such  we  have  adjusted  our  assumptions  as  follows: 

97%  (316  teachers)  will  fit  into  the  "Effective"  category. 
2.75%  (9  teachers)  will  qualify  as  "novice" 

Only  .25%  (1  teachers)  will  fit  into  the  "need  improvement"  category. 


Fiscal  Impacts  of  3(f)  and  3(g)  implementation  of  proposed  evaluation  model: 

Fiscal  Year  2013  -  1^'  yeai-  of  implementation:  Assumes  average  costs  of  $53  per  student 
and  an  even  population  of  3,585 

students.  Also  assumes  1^'  year  evaluation  costs  (see  Table  9).* 

Fiscal  Year  2014  —  2"^  year  of  evaluation  and  increased  MAP  costs.* 

*Assximes  state  development  of  template  systems  of  evaluation  and  testing  mechanisms. 


Table  7 :  Estimated  Cost  to  District  for  Evaluation 


FY  2013 

$  Estimate 

Startup  Cost  assume 

average  of  $53  per 
student 

One  time  Cost 

Student  K-12 
Population  of 
Missouri  22,201 
(2012) 

3, 621  X  $53  = 

$191,913.00 

FY  2013 

Increased  MAP  Costs 
(Re-occurring) 

$35,661.60 

FY  2013 

First  Yearly 
Evaluation:  NOVICE 
evaluation  costs 
$343  * 

9  X  $343  = 

$  3,087.00 

First  Yearly 
Evaluation:  NEED 
IMPROVEMENT 
evaluation  costs 
$3, 783 

1  X  $3,783  = 

$3,783.00 

First  Yearly 
Evaluation : 
Effective  $531 

316  X  $531  = 
$167,796.00 

Total  FY  2013 

$  402,240.60 

FY  2014 

Yearly  Reoccurring 
Evaluation:  NOVICE 
evaluation  costs 
$343  * 

9  X  $343  = 

$  3,087.00 

Yearly  Reoccurring 
Evaluation:  NEED 
IMPROVEMENT 
evaluation  costs 
$3,783 

1  X  $3,783  = 

$3,783.00 

Yearly  Reoccurring 
Evaluation : 
Effective  $531 

316  X  $531 
$161 ,196 . 00 

FY  2014 

Increased  MAP  Costs 
(Re-occurring) 

$  35,661.60 

Total  FY  2014 

$  210,327.60 

Total  Costs  of 
evaluation  program 
to  School  District 
FY  2013-2014 

1 

$612,568.20 

*The  National  Conunission  on  Teaching  and  Araerica's  Future  (NCTAF) .  Report  of  Teacher  Age  and 
Experience  by  State  (2007-2008).  Available  via:  http://nctaf.org/wp- 
content/uploads /2  0 12 /0 1 /WebAgeandExpbyStateO  7 - 0  8 . pdf 


APPENDIX  A 

NEW  RESOURCES  NEEDED  BY  TEACHER  BASED  ON  DESIGNATION 

TABLES  PREPARED  BY: 

Augenblick,  Paslaich,  and  Associates  March  20 11 
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Officials  from  Rockwood  R-VI  School  District  indicated: 


Overview: 


This  document  describes  the  anticipated  fiscal  impact  of  the 
proposed  amendment  to  Article  IX  of  the  Missouri  Constitution 
to  the  Rockwood  R-VI  school  district.  While  our  analysis 
focuses  on  the  impacts  to  our  district  -  we  share  the  same 
concerns  voiced  by  Mr.  Roger  Kurtz  in  his  submission  to  your 
office  regarding  the  impact  of  the  proposed  amendment . 

We  believe  this  Amendment  has  wide  ranging  financial  impacts 
for  Local  Government  entities  who  would  be  required 
constitutionally  to  develop  expertise  on  school  district 
evaluation  policies  before  releasing  local  funds.  Our 
analysis  will  focus  the  specific  costs  of  the  impact  of 
developing  student  assessment  tools  for  all  grades  aoross  all 

subject  areas,  implementing  a  testing  regime,  and  applying 

those  tools  to  develop  and  execute  an  evaluation  model  as 

prescribed  in  sections  3 (f )  and  3 (g)  of  the  amendment  using 

data  from  Missouri  and  similar  proposals  from  Colorado  as  a 
basis  for  analysis. 

In  general  the  proposed  amendments  costs  are  driven  by  the 
need  to  create  quantifiable  and  objective  data  on  each 
Missouri  student,  in  every  subject,  to  be  used  as  a  basis  for 
evaluation  of  educators . 

To  acquire  the  incredible  amount  of  data  necessary  to  fulfill 
this  goal  is  a  herculean  task  -  a  proven  and  statistically 

reliable  test  for  every  subject  must  be  created  and 

administered  for  every  grade  level  to  every  student.  Missouri 

has  developed  tests  for  a  handful  of  core  subjects  and 
administers  them  periodically  in  a  students  progression  from 
kindergarten  to  the  12*"*  grade.  This  allows  a  real  and 
accurate  basis  for  the  costing  of  testing  for  every  child  in 
every  subject. 
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The  Rockwood  School  District! 


There  is  an  advantage  to  being  a  part  of  the  Rockwood  School 
District.  This  premier  school  district  located  in  West  St. 
Louis  County  has  high  student  achievement,  outstanding 
teachers  and  staff,  and  great  community  support. 

Our  mission  of  doing  whatever  it  takes  to  ensure  all  students 
realize  their  potential  is  at  the  center  of  our  work.  In 
Rockwood,  we  want  every  child  to  succeed.  The  Rockwood  R-VI 
school  district  is  one  of  the  top  performing  school  districts 
in  Missouri  and  the  nation.  With  a  graduation  rate  of  94.9% 
the  Department  of  Elementary  and  Secondary  Education  notes 
our  district  as     Distinction  in  Performance  with  High 
Achievement    ,  additionally  we  are  one  of  the  best  financially 
managed  districts  in  the  United  States  receiving  a  Moodys 
bond  rating  of  AA2  and  a  Standard  &  Poors  rating  o  f  AAA. 

We  service  a  large  and  diverse  population  with: 

19      Elementary  Schools 

6        Middle  Schools 

4        High  Schools 

10      National  Blue  Ribbon  Schools 

14      Missouri  Gold  Star  Schools  of  Excellence 

8  National  Schools  of  Character 

9  Missouri  Schools  of  Character 

With:     Separate  Campuses  for  Gifted,  Early  Childhood  and 
Alternative  High  School  Education 

The  district  educates  and  serves  over  22,500  students  (Pre-k 
~  12)  . 
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Test  Development  and  Implementation  Costs  and 
Cons  iderat ions 


Mr.  Ellingers  submission    requires  that  every  school 
district  develop  a  set  of  locally  based  performance 
standards  a  majority  of  which  is  based  on  quantifiable 
data  : 

3 (g)  Notwithstanding  any  other  section  of  this 

constitution,   every  school  district  shall  develop 

and  use  local  performance  standards  to  retain, 

remove,  promote,  demote,  and  set  compensation  for 
teachers  in  such  school  district,  the  majority  of 
such  standards  shall  be  based  on  quantifiable 

student  performance  data  as  measured  by  objective 

criteria. 

Our  assumption  is  the  state  would  develop  a  series  of 

template  standards  of  evaluation  and  guide  the  development 
of  testing  tools  that  could  be  utilized  by  our  district. 

Development : 

Test  development  is  a  prohibitively  expensive  undertaking  for 
any  school  district.     We  would  be  unable  to  fund  the 
development  of  tests  to  meet  the  reliability,  validity  and 
scope  required  by  this  proposal. 

Any  school  district  will  require  defensible  research-based 

measures  provided  by  the  state.    Given  that  the  results  of 
these  assessments  would  be  the  major  factor  in  employment 
decisions,  it  is  likely  policy  makers  will  later  use  the  data 
to  make  funding  or  accreditation  decisions. 
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Currently,  the  state  of  Missouri  provides  assessments  in  only 
two  subjects,  math  and  communication  arts,  for  students  in 
grades  3-8  and  one  year  in  high  school.     Science  tests  are 
available  for  one  elementary,  one  middle  school  grade,  and 
high  school  biology. 

The  state  paid  for  the  development  of  the  tests,  including 
item  and  task  specification,  item  authoring,  bias  and 
sensitivity  checks,  psychometric  work,  piloting,  lay  out  and 
printing  for  the  paper  based  3-8  tests,  and  computer  adaptive 
work  for  the  high  school  tests. 

The  state  pays  for  the  scoring  of  these  tests  at  $.06  per 
test.     Until  the  recent  budget  crisis,  the  cost  to  score  was 
higher  as  Missouris  assessments  were  not  limited  to 
multiple -choice  questions  as  they  are  now.  Previous 
assessments  included  constructed  response  questions  where 
students  wrote  in  short  answers,  as  well  as  performance 
events  where  students  wrote  an  essay  or  did  multi-step 
problem  solving. 

In  addition,   tests  need  ongoing  revisions  through  the  use  of 
parallel  questions,  so  the  questions  are  not  the  same  from 
year  to  year,  but  the  knowledge  and  skill  tested  remains  the 
same. 

In  recent  years,  this  annual  revision  has  been  limited  due  to 
budget  restraints.  Constructed  response  items  and  performance 
events  have  been  removed  from  the  assessments.     In  addition, 
budget  cuts  have  forced  DESE  to  pay  the  cost  of  current  year 
assessments  out  of  the  next  years  funding. 

In  order  to  evaluate  teachers  based  on  student  assessments, 
you  must  first  have  baseline  achievement  data  on  each  student 
for  that  subject.     Current  growth  models  can  only  provide 
data  for  4*"^  -  8"'"  grade  students  in  math  and  communication 
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arts,  because  there  is  not  baseline  data  for  third  graders. 
High  school  courses  each  consist  of  distinct  content, 
therefore  scores  on  one  course  cannot  be  considered  a 
starting  point  for  another  with  the  possible  exception  of 
Algebra  I  and  II. 

Massachusetts  began  to  use  student  growth  measured  by  state 
assessments  in  teacher  evaluations  and  found  current 
assessments  only  produced  data  for  17%  of  teachers.  The 
language  in  3  (g)  would  require  annual  assessments  of  pre-K 
to  8"^  grade  students  in  every  subject.    High  school  courses 
would  require  pre- tests  at  the  beginning  of  the  course  as 
well  as  end  of  course  tests  to  measure  student  achievement 
growth  in  each  course  offering. 

The  following  list  of  courses  was  taken  from  the  Missouri 
School  Improvement  Program  4  Resource  Standards,  found  at 
www .  dese . mo . gov . 


Table  1  School  Improvement  Courses 


Elementary  Courses 

Middle  School  Courses 

1 

Math  by  grade 

Math  by  grade 

2 

Reading  by  grade 

Reading  by  grade 

3 

Language  Arts  by  grade 

Language  Arts  by  grade 

4 

Social  Studies/History  by 
grade 

Social  Studies/History  by  grade 

5 

Science  by  grade 

Science  by  grade 

6 

Music  by  grade 

Vocal  Music 

7 

Art  by  grade 

Instrumental  Music 

8 

Physical  Education  by 

grade 

Art 

9 

Foreign  Language  by  grade 

Physical  Education  by  grade 

10 

Health  by  grade 

Health 

11 

Career  Awareness  by  grade 

Foreign  Language 

12 

Instrumental  Music  I  and 
II 

Speech 

13 

Library  Skills  by  grade 

Algebra  1 

14 

Agriculture 

15 

Family  and  Consumer  Science 

16 

Industrial  Technology 

17 

Computer  Literacy 

18 

Career  Education 
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Middle  school  students  are  required  to  take  the  four  core 
subjects,  physical  education,  health,  art  and  music.  Some 
students  will  also  have  a  stand-alone  reading  course.  This 
totals  nine  subjects  for  one  year.       Seventh  and  eighth 
graders  must,   in  addition,  have  access  to  four  exploratory 
classes,  bringing  the  total  courses  for  thera  to  13.     Some  of 
these  courses  would  only  last  for  6  weeks,  others  may  last  a 
semester . 


Development  Costs: 

Table  2  illustrates  the  costs  associated  with  developing  new 
testing  regimes  from  previous  RFPs  on  Smarter  Balanced 
Assessment  Consortium  website.  We  would  expect  the  state  to 

bear  the  cost  of  developing  these  testing  meahanisms.  Indeed 

no  testing  regime  can  be  considered  viable  without 

significant  sfcafce  x&souraes. 


Table  2 :  RFP  for  Smarter  Balanced  Assessment 


PROJECT 

DETAILS 

BID  COST  Estimate 

SBAC  RPP  No.  14 

SBAC  Pilot 
Itera/Task/Stimulus 
Research 
Development  and 

Reviews 

$19, 000, 000 

SBAC  RFP  No.  07 

Item  Authoring  and 
Item  Pool 
Application 

$1,988, 000 

SBAC  RFP  No.  09 

Test  Blueprint  and 
Computer  Adaptive 
Test  Specifications 

$1,457, 721 

SBAC  RFP  No.    08  1- 

2012  to  10-2013 

Participation  and 

Training  Materials 

$739,392 

SBAC  RFP  No.  05 

Psychometric 
Services 

$3, 500, 000 

SBAC  RFP  No.  06 

Development  of 
Accessibility  and 
Accommodations 
Policies  and 
Materials 

$930,000 
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SBAC  RPP  No.  04 

SMARTER  Balanced 
Assessment 
Consortium  Request 
for  Proposals  to 
Develop  Item  and 
Task 

Specifications , 
Style  Guide,  Bias 
and  Sensitivity 
Guidelines,  and 

Accessibility  and 

Accommodations 

Guidelines 

$1,500,000 

SBAC  RFP  No ,  03 

bMAKi£jK  oaxancea. 
Assessment 
Consortium  II 

oys uems 

Architecture  (word) 

ifii,  U UU  ,  UUU 

SBAC  RFP  No.  02 

IT  Readiness  Tool 
for  SBAC  and  PARCC 
(word) 

$500,000  (2011-14) 

SBAC  RPP  No.  01 

Smarter  Balanced 

Assessment 
Communications  RFP 

$2.2  million  (2011- 

14 

RFP  2010-07  (SBAC 
RPP) 

Comprehensive 
Assessment 
Systems  Grant  - 
Project  Management 
Partner 

Not  included 

Total  for  Math  and 
CA 

$33,815,113  for  14 

tests 

Cost  per  test  to 

$2, 415, 365 

develop 

Total  FY  2013  Cost 
for  481  new  tests 

$1,161,790,668 

Administration  Costs: 

Administering  assessments  for  pre-K  through  2""*  grade  students 
is  significantly  more  costly  for  school  districts,  as  much  of 
this  testing  must  be  administered  one-on-one.  This  means  the 
district  hires  a  substitute  for  the  several  days  it  takes  the 
classroom  teacher  to  complete  individual  student  assessments. 
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On  average,  Missouri  high  school  students  take  seven  classes 
a  day,  one  to  three  of  which  are  semester  courses.  Older 
students  take  more  semester  courses . 

Cost  to  districts:  Cost  estimates  are  based  on  current 
charges  to  districts  for  MAP  tests,  and  testing  every  student 
in  every  subject. 


Table  3 :Averaqe  cost  of  MAP  testing  to  Rockwood  School  Jjlstrict 


Grade 

Total 
students* 

Cost  per  test 

Cost  to 
test  one 
subject 

Nximber 
of 

subjects 

Total 

K-8 

15, 054 

$.90  est. 

$13, 548.60 

9 

$121,937.40 

9-12 

7,  514 

$.90 

$6, 752 .60 

8x2 
tests 

$  108,201.60 

FY  2013  New 
costs  and 
reoccurring 
FY2014 

$230,139.00 

*Source:  DESE  -  District  Report  Card  2011,  096091  District 
Code 


Teacher  Evaluation  Assumptions  and  Datas 

In  developing  the  cost  estimates  contained,  we  relied  on  the 
experiences  other  states  have  had  in  creating  a  similar 
evaluation  model  prescribed  in  the  proposed  amendment. 
Specifically,  the  removal  of  teacher  experience  as  part  of 
compensation  3(f)  and  the  development  of  new  evaluation 
systems  for  educators  on  the  district  level  {3g) : 

3(f)  Notwithstanding  any  provisions  of  this 
constitution,  no  school  district  which  uses 
seniority  or  duration  o£  employment  as  a  basis,  in 
whole  or  in  part,  to  retain,  remove,  promote  or 
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demote  teachers  shall  receive  any  state  funding  or 
local  tax  revenue. 

3 (g)  Notwithstanding  any  other  section  of  this 
constitution,  every  school  district  shall  develop 
and  use  local  performance  standards  to  retain, 
remove,  promote,  demote,  and  set  compensation  for 
teachers  in  such  school  district,  the  majority  of 
such  standards  shall  be  based  on  quantifiable 
student  performance  data  as  measured  by  objective 
criteria. 

While  our  analysis  will  cite  information  from  multiple  states 
-  the  recent  experience  of  Colorado  (CO)  in  developing  a 
remarkably  similar  system  of  teacher  evaluation  and 

estimating  the  implementation  costs  serves  as  a  good  exemplar 
of  what  Missouri  (MO)  policy  makers  and  budget  analysts 
should  expect  as  they  are  required  to  implement  sweeping 
changes  to  teacher  evaluation  and  compensation.  Additionally 
CO  and  MO  have  similarly  sized  public  education  systems  -  and 
when  ranked  nationally  are  very  close  in  size  and  scope  (See 
table  4  below) . 


Table  4:  Similarities  in  the  size  of  public  education  systems 
in  MO  and  CO* 


Missouri 

National 
Rank 
(MO) 

Colorado 

National 

Rank 

(CO) 

Average  Daily 
Attendance  (2010) 

835,78.0. 

19 

771,938 

21 

ITumber  of  Public  High 
School  Graduates  »09- 

^10 

62,342 

20 

46,811 

22 

Nuitiber  of  Public 
School  Teachers  K-12 

67,882 

14 

48,96:0 

23 

*NEA  Research.  (2010) .  Rankings  &  Estimates  Rankings  of  the  States  2  010  and 
Estimates  of  School  Statistics  2011 . 

http://www.nea.orcr/as6ets/docs/HE/NEA  Rankings  and  Bstimates010711.pdf 
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Salary  data  used  in  this  analysis  will  assume  average  pay  for 
a  Rockwood  R-VI  teacher  of  $55,965  plus  34%  to  included 
benefits  and  other  employer  obligations.  The  current  average 
salary  for  a  Missouri  teacher  is  $45,317  or  48***  in  the  nation 
and  81.5%  of  the  national  average. 

The  Colorado  Experience: 

In  May  of  2010,   Colorado  passed  Senate  Bill  191,  which 
completely  changed  how  public -school  educators  were  evaluated 
in  Colorado.  At  the  core  of  the  proposal  were  two  policy 

objectives  similar  to  those  in  3(f)  and  3(g)  of  the  current 

proposal;   1)   the  removal  of  duration  of  employment  as  a  basis 
of  evaluation  in  whole  or  in  part  and  2)   replaced  with  a 
model  where  quantifiable  student  growth/achievement 
represents  at  least  50%  of  the  total  performance  by 
quantifiable  and  objective  standards.  Table  7  below  places 
the  proposals  for  quantifiable  measurement  side-by-side  for 
comparison : 


Table  5 ;  Comparison  of  Measurement  Standard  of  Ellinqer 
Proposal  V.  SB  191  Colorado  


Ellinger  Missouri  Proposal 

Senate  Bill  191  Colorado 

Side-by- side 
comparison  of 
measurement 
standards  from 
MO  and  CO 

3 (g)  Notwithstanding  any 
other  section  of  this 
constitution,  every  school 
district  shall  develop  and 
use  local  performance 
standards  to  retain, 
remove ,  promote ,  demote , 
and  set  compensation  for 
teachers  in  such  school 
district,   the  majority  of 
such  standards  shall  be 
based  on  quantifiable 
student  performance  data  as 
measured  by  objective 
criteria. 

Procedures  for 
prioritizing  or  weighting 
measures  of  performance 
that  ensure  that  measures 
of  student  growth  represent 
at  least  50  percent  of 
total  performance  and  are 
prioritized  by  technical 
quality,  and  that  measures 
of  professional  practice 
are  prioritized  by  local 
objectives. 
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*Ellinger  Submission. 
(January  17,  2012)  .  Pg  3 


*  Colorado  State  Board  of 
Education.  Report  & 
recommendations;  submitted  to 
the  Colorado  State  Board  of 
Education  pursuant  to  SB  10-191. 
{April  13,  2011).  Pg  18 
Available  online: 
http : //www. cde . state . co .us/Educa 
torEf fectiveness/downloads/Repor 
t  %2  0  &%2  Oappendices /SCEB_Final_Re 
port.pdf 


We  believe  the  process  of  estimating  costs  to  local  school 
districts  used  by  the  Colorado  State  Board  of  Education  will 
shed  light  on  the  Ellinger  proposal  and  permit  an  estimate  of 
the  fiscal  impact  to  the  Rockwood  School  District. 


Translating  the  Colorado  Experience  to 
Missouri : 

For  purpose  of  analysis  we  will  assume  the  following  role  for 
the  state; 

1)  Create  an  exemplar  template  and  evaluation  system  with  a 
resource  bank  of  evaluation  tools. 

2)  Provide  student,  teacher,  and  parent  survey  instruments 
and  analysis  of  results  to  districts. 

3}  Provide  a  definition  of  what  constitutes  a  qualified 
educator  for  every  subject  area  and  grade  level. 

4)  Develop  materials  to  support  professional  development. 

5)  Collect  and  report  evaluation  data  for  the  state. 

NOTE:  None  of  this  is  guaranteed  or  funded  under  the  Ellinger 
proposal  -  nor  do  we  attempt  in  this  analysis  to  associate 
costs  -  but  it  is  worth  noting  that  the  state  would  likely 
need  to  develop  a  whole  host  of  example  evaluation  tools  that 
districts  could  adopt  and  such  development  is  likely  to  be  a 
costly  process. 
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In  addition  to  the  items  above  the  state  will  likely  have  to 
develop  and  provide: 

1)  Assessment  tools  from  the  state  need  to  be  available  to 
districts  in  all  subjects,  at  no  cost,  and  resulting 
data  must  be  reliable  and  valid.  Districts  will 
recognize  that  they  are  allowed  to  create  their  own 
unique  assessments,  but  districts  will  likely  want  to 
use  defensible  research-based  measures  provided  by  the 
state  given  the  implications  the  data  can  have  on 
educators  and  students. 

2)  A  valid  individual  teacher  and  student  tracking  system 
needs  to  be  developed  and  in  place  provided  by  the 
state.  Much  of  the  ability  for  districts  to  evaluate 
teacher  performance  based  on  at  least     50%  quantifiable 
data     will  rely  on  the  ability  to  correctly  identify  the 
teacher  of  record  for  each  student  in  each  subject  area 
and  assign  attributable  changes  in  performance  to  the 
appropriate  teacher. 

The  state-level  responsibilities  listed  above  are  essential 
to  any  successful  implementation  of  the  Ellinger  proposal. 

Startup  Costs: 

Certain  initial  costs  are  likely  to  be  required  at  the 
district  level  prior  to  the  implementation  of  the  new 
evaluation  system.  We  assume  the  burden  for  implementing  the 
state  mandates  would  fall  to  the  individual  school  district. 

For  example,  we  would  have  to  spend  time  selecting  evaluation 
tools  and  measurements  from  the  state  templates,  set  up  first 
time  data  systems,  develop  an  appeals  process,  and  provide 
comprehensive  training  for  evaluators  and  educators.  Colorado 
estimate  the  effort  needed  to  accomplish  these  tasks  is  as 
follows : 


14 


Table  6 ;  One  Time  Costs  for  each  district ; 


nil  l;!;  I..- 

tlnlliff 

ir  tKisuiie-yi  


lrM»>Stai».  Ciaiii 


lr»tsls  ant 


One  ifntc  bsts 


I 

! 


Pfcf«s*>;in*t 


PfoteiSHjoiil 
far  Ev^iiiTitcrti 


.£!S!tK!D.6i-SS, 


Augenblick, 

Paslaich, 

and 

Associates 
INC.  Coating 
Out  tlie 
Resources 
Implications 
of  SB  10-191 
in  Coloraodo 
School 
Districts : 
Prepared  for 
State 

Council  for 
Educator 


Effectiveness,  March  2011.  Pg  35 


Augenblick,  Paslaich,  and  Associates  and  the  Colorado  State 
Board  of  Education  estimate  that  the  initial  one-time  costs 
on  average  are  $53  per  student.  Given  the  comparability  of 
Missouri  and  Colorado  (see  table  4)  we  believe  that  this 
estimate  is  applicable  to  our  school  system  eind  may  be 
conservative  given  our  average  teacher  pay  and  experience 
level  is  higher  than  Colorados  by  about  20%. 


Ongoing  Costs s 

For  ongoing  costs  the  computation  of  new  expenses  that  are 
above  and  beyond  the  current  requirement  set  out  by 
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regulation  or  Missouri  statute  are  considered  in  this 
section.  As  such  what  follows  in  this  section  are: 

1)  Likely  tools  and  measures  to  be  used; 

2)  The  new  effort  and  resources  needed;  and 

3)  The  ongoing  cost  for  three  categories  of  teachers, 
(novice,   effective,  and  ineffective) . 

When  considering  such  a  broad  and  sweeping  change  of  the 
Missouri  education  system  the  usual  disclaimers  apply  -  1)  we 
are  anticipating  standards  based  on  our  experience  with  DESE 
and  local  school  boards  -  nothing  in  this  document  should  be 

viewed  as  an  endorsement  o£  any  system  of  evaluation,  2) 

additionally  our  estimations  are  based  on  our  best 
understanding  of  the  initiative  and  its  implementation  in  our 
district,  and  3}  the  cost  estimate  is  only  for  the  amount  to 
evaluate  teachers . 

Evaluating  Teachers: 

To  evaluate  teachers  numerous  measures  and  tools  will  need  to 
be  developed  as  well  as  the  standards  for  applying  those 
tools  (including  but  not  limited  to) : 

•  Observation  with  pre/post  interview 

•  Examination  of  lessons,  unit  plans,  assignments  and 
assessments 

•  Student  and  Parent  feedback 

•  Peer  observation  and  feedback 

•  Teacher  self  review  and  interviews 

•  Analysis  of  student  data  and  growth 
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while  these  tools  can  be  used  with  teachers  at  all  levels 
of  experience  and  ability  -  allotments  must  be  made  for 
more  time  and  effort  to  be  spent  with  teachers  based  on 
their  experience  (or  lack  thereof)  and  abilities. 

The  consulting  firm  of  Augenblick,  Paslaich,  and  Associates 
concluded  that  teachers  are  likely  to  fall  into  one  of  the 
three  categories  below  and  require  a  differing  amount  of 
ongoing  supervision  and  evaluation  costs.     (SEE  APPENDIX  A 
-  TABLES  I-III  for  breakdown  of  evaluation  and  resources 
for  each  population  of  teachers)  . 


^erforiaance                        Per  Teacher 
Staindard 

Novice* 

$34 3;  (increased  training  and 
dcita  analysis) 

Effective 

$531   (increased  data  analysis 
and  frequency  of  evaluation) 

Need 

Improvement 

$3,783   (increased  number  of 
tea[ehers  identified  that 
require  supervision  cind 
reriigdiation) 

♦Boulder  Valley  School  District.  SB  191  and  you.  April  2011 


Rockwood  R-VIs  exceptional  commitment  to  quality  has  allowed 
us  to  recruit  a  corps  of  1,480  highly  qualified  and 
experienced  teachers.  Teachers  designated  as  Highly 
Qualified  Teachers     under  the  No  Child  Left  Behind  Act  teach 
100%  of  our  classes.  As  such  we  have  adjusted  our  assumptions 
as  follows: 

97%  (1,435  teachers)  will  fit  into  the     Effective  category. 

2.75%   (41  teachers)  will  qualify  as  novice 

Only  .25%  (4  teachers)  will  fit  into  the     need  improvement 

category. 
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Fiscal  Impacts  of  3(f)  and  3(g)  implementation 
of  proposed  evaluation  model: 


Fiscal  Year  2013  -  I'"'  year  of  implementation:  Assumes  average 
costs  of  $53  per  student  and  a    population  of  22,201 
students.  Also  assumes  l""'  year  evaluation  costs  {see  Table 
9)  .  * 

Fiscal  Year  2014  -  2""^  year  of  evaluation  and  increased  MAP 
costs . * 

*Assumes  state  development  of  template  systems  of  evaluation  and  testing 
mechanisms. 


Table  7:  Estimated  Cost  to  District  for  Evaluation 


FY  2013 

$  Estimate 

Startup  Costs 
assume  average  of 
$53  per  student 

One  time  Cost  for 
Student  K-12 
Population  of 

22 , 201 

22,201  X  $53  = 

$1,176,653.00 

FY  2013 

Increased  MAP  Costs 
(Re-occurring) 

$222,667.00 

FY  2013 

First  Yearly 
Evaluation:  NOVICE 
evaluation  costs 
$343  * 

41  X  $343  = 

$  14,063.00 

First  Yearly 
Evaluation:  NEED 
IMPROVEMENT 
evaluation  costs 
$3, 783 

4  X  $3,783  = 

$15,132.00 

First  Yearly 
Evaluation: 
EFFECTIVE  $531 

1,436  X  $531  = 
$762,516.00 

Total  FY  2013 

$  2,191,031.00 
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FY  2014 

Reoccurring  Yearly 
Evaluation;  NOVICE 
evaluation  costs 
$343  * 

41  X 

$343  = 

§  14,063.00 

Reoccurring  Yearly 
Evaluation;  NEED 
IMPROVEMENT 
evaluation  costs 
$3,783 

4  X  $3,783  = 

$15^32.00 

Reoccurring  Yearly 
Evaluation : 
EFFECTIVE  $531 

1,436  X  $531  = 
§762,516.00 

FY  2014 

Increased  MAP  Costs 

§222,667.00 

Total  FY  2014 

$1,014,378. 00 

FY  2013-2014 

,  .      .         .        w-*  , ,  „ 

^  jfc    ^    —  " 

$3,205,409.00 

♦The  National  Commission  on  Teaching  and  America '  s  Future  (NCTAF) .  Report  of  Teacher  Age  and 
Experience  by  State  (2007-2008).  Available  via;  https/Znctaf .org/wp- 
content/uploads/2  012 / 0l/WebAgeandExpbyState07- 08 .  pdf 
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APPENDIX  A 

NEW  RESOURCES  NEEDED  BY  TEACHER  BASED  ON  DESIGNATION 
TABLES  PREPARED  BY: 

Augenblick,  Paslaich,  and  Associates  March  2  011 
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Officials  &om  Linn  State  Technical  College  indicated  based  on  the  information 
presented,  there  appears  to  be  no  fiscal  impact  to  their  college. 

Officials  firom  the  Harris-Stowe  State  University  indicated  the  language  included  in  the 
petition  has  no  fiscal  impact  on  their  university  as  it  only  makes  reference  to  school 
districts  not  public  higher  education  institutions. 

Officials  firom  the  Missouri  Western  State  University  indicated  there  is  no  fiscal 
impact. 

The  Missouri  Association  of  School  Administrators  (submitted  by  Roger  Kurtz, 
Executive  Director)  provided  information  as  an  opponent  of  this  initiative  petition. 


Overview: 

This  document  describes  the  anticipated  fiscal  impact  of  the  proposed  amendment  to 
Article  IX  of  the  Missouri  Constitution.  While  we  believe  this  Amendment  has  wide  ranging 
financial  impacts  for  Missouri  State  Government,  a  chronically  underfunded  Department  of 
Elementary  and  Secondary  Education  (DESE),  and  local  government  entities  who  would  be 
required  constitutionally  to  develop  expertise  on  school  district  evaluation  policies  before 
releasing  funds,  our  analysis  will  focus  the  specific  costs  of  developing  student  assessment 
tools  for  all  grades  across  all  subject  areas,  implementing  a  testing  regime,  and  applying 
those  tools  to  develop  and  execute  an  evaluation  model  as  prescribed  in  sections  3(fl 
and  3fg)  of  the  amendment  using  data  from  l\/lissouri  and  similar  proposals  from  Colorado 
as  a  basis  for  analysis. 

In  general,  the  proposed  amendment's  costs  are  driven  by  the  need  to  create  quantifiable 
and  objective  data  on  each  Missouri  student,  in  every  subject,  to  be  used  as  a  basis  for 
evaluation  of  educators.  To  acquire  the  incredible  amount  of  data  necessary  to  fulfill  this 
goal  is  a  herculean  task  -  a  proven  and  scientifically  reliable  test  for  every  subject  must 
be  created  and  administered  for  every  grade  level  to  every  student.  Missouri  has 
developed  test  for  a  handful  of  core  subjects  and  administers  them  periodically  in  a 
student's  progression  from  kindergarten  to  the  12*  grade.  This  allows  a  real  and  accurate 
basis  for  the  costing  of  testing  for  every  child  in  every  subject. 
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Test  Development  and  Implementation  Costs  and  Considerations 

Mr.  Ellinger's  submission  requires  that  every  school  district  develop  a  set  of  locally 
based  performance  standards  a  majority  of  which  is  based  on  "quantifiable  data": 

3(g)  Notwithstanding  any  other  section  of  this  constitution,  every  school 
district  shall  develop  and  use  local  performance  standards  to  retain, 
remove,  promote,  demote,  and  set  compensation  for  teachers  in  such 
school  district,  the  majority  of  such  standards  shall  be  based  on 
quantifiable  student  performance  data  as  measured  by  oblective  criteria. 

Our  assumption  is  the  state  would  develop  a  series  of  "template"  standards  of  evaluation 
and  guide  the  development  of  testing  tools  that  could  be  utilized  by  individual  districts. 

Development: 

Districts  will  recognize  that  the  language  allows  them  to  create  their  own  unique 
assessments,  but  no  district  would  be  able  to  fund  the  development  of  tests  to  meet  the 
reliability,  validity  and  scope  required  by  this  proposal.  Districts  will  require  defensible 
research-based  measures  provided  by  the  state,  given  the  results  of  these  assessments 
would  be  the  major  factor  in  employment  decisions.  (Notably,  the  validity  of  state 
assessments  for  use  in  teacher  evaluations  has  not  been  studied.) 

Currently,  the  state  of  Missouri  provides  assessments  in  only  two  subjects,  math  and 
communication  arts,  for  students  in  grades  3-8  and  one  year  in  high  school.  Science  tests 
are  available  for  one  elementary,  one  middle  school  grade,  and  high  school  biology.  The 
state  paid  for  the  development  of  the  tests,  including  item  and  task  specification,  item 
authoring,  bias  and  sensitivity  checks,  psychometric  work,  piloting,  lay  out  and  printing 
for  the  paper  based  3-8  tests,  and  computer  adaptive  work  for  the  high  school  tests.  The 
state  pays  for  the  scoring  of  these  tests,  at  .06  per  test.  Until  the  recent  budget  crisis,  the 
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cost  to  score  was  higher,  as  Missouri's  assessments  were  not  limited  to  multiple-choice 
questions  as  they  are  now.  Previous  assessments  included  constructed  response  questions 

where  students  wrote  in  short  answers,  as  well  as  performance  events  where  students 
wrote  an  essay  or  did  multi-step  problem  solving,  such  as  figuring  the  cost  of  a  installing  a 
chain  link  fence  for  a  yard  of  a  given  dimension. 

In  addition,  tests  need  ongoing  revisions  through  the  use  of  parallel  questions,  so  the 
questions  are  not  the  same  from  year  to  year,  but  the  knowledge  and  skill  tested  remains 
the  same. 

In  recent  years,  this  annual  revision  has  been  limited  due  to  budget  restraints.  Constructed 
response  items  and  performance  events  have  been  removed  from  the  assessments.  In 
addition,  budget  cuts  have  forced  DESE  to  pay  the  cost  of  current  year  assessments  out  of 
the  next  year's  funding. 

In  order  to  evaluate  teachers  based  on  student  assessments,  you  must  first  have  baseline 
achievement  data  on  each  student  for  that  subject.  Current  growth  models  can  only 
provide  data  for  4*''  -  8*^  grade  students  in  math  and  communication  arts,  because  there 
is  no  baseline  data  for  third  graders.  High  school  courses  each  consist  of  distinct  content 
and  scores  on  one  course  cannot  be  considered  a  starting  point  for  another  with  the 
possible  exception  of  Algebra  I  and  II. 

Massachusetts  began  to  use  student  growth  measured  by  state  assessments  in  teacher 
evaluations,  and  found  current  assessments  only  produced  data  for  17%  of  teachers.  The 
language  in  3  (g)  would  require  annual  assessments  of  pre-K  to  8*^  grade  students  in 
every  subject.  High  school  courses  would  require  pre-tests  at  the  beginning  of  the  course 
as  well  as  end  of  course  tests  to  measure  student  achievement  growth  in  each  course 
offering. 
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The  following  list  of  courses  was  taken  from  the  IVIIssouri  School  Improvement  Program  4 
Resource  Standards,  found  at  www.dese.mo.gov. 


Table  1  School  Improvement  Courses 


Elementary  Courses 

Middle  School  Courses 

1 

Math  by  grade 

Math  by  grade 

2 

Reading  by  grade 

Reading  by  grade 

3 

Language  Arts  by  grade 

Language  Arts  by  grade 

4 

Social  Studies/History  by  grade 

Social  Studies/History  by  grade 

5 

Science  by  grade 

Science  by  grade 

6 

Music  by  grade 

Vocal  Music 

7 

Art  by  grade 

Instrumental  Music 

8 

r»I         '    —  1  r~   1           J.'          1  1 

Physical  Education  by  grade 

Art 

n 

y 

Foreign  Language  by  grade 

Physical  Education  by  grade 

10 

Health  by  grade 

Health 

11 

Career  Awareness  by  grade 

Foreign  Language 

12 

Instrumental  Music  1  and  II 

Speech 

13 

Library  Skills  by  grade 

Algebra  1 

14 

Agriculture 

15 

Family  and  Consumer  Science 

16 

Industrial  Technology 

17 

Computer  Literacy 

18 

Career  Education 

Middle  school  students  are  required  to  take  the  four  core  subjects,  physical  education, 
health,  art  and  music.  Some  students  will  also  have  a  stand-alone  reading  course.  This 
totals  nine  subjects  for  one  year.  Seventh  and  eighth  graders  must  in  addition  have  access 
to  four  exploratory  classes,  bringing  the  total  courses  for  them  to  13.  Some  of  these 
courses  would  only  last  for  6  weeks,  others  may  last  a  semester. 

High  school  courses  would  require  a  pre-test  and  an  end-of-course  test  for  each  subject 
offered.  Jefferson  City  High  School  offers  236  unique  courses.  That  would  require  the 
development  and  administration  of  472  tests,  only  8  of  which  are  currently  available. 


6 


Development  Costs: 

Table  2  illustrates  the  costs  associated  with  developing  new  testing  regimes  from  previous 
RFPs  on  Smarter  Balanced  Assessment  Consortium  website. 


Table  2:  RFP  for  Smarter  Balanced  Assessment 


PROJECT 

DETAILS 

BID  COST  Estimate 

SBAC  RFP  No.  14 

SBAC  Pilot 

Item/Task/Stimulus 
Research  Development  and 
Reviews 

$19,000,000 

SBAC  RFP  No.  07 

Item  Authoring  and  Item 
Pool  Application 

$1,988,000 

SBAC  RFP  No.  09 

Test  Blueprint  and 
Computer  Adaptive  Test 
Specifications 

$1,457,721 

SBAC  RFP  No.  08  1-2012  to 

Participation  and  Training 

$739,392 

10-2013 

Materials 

SBAC  RFP  No.  05 

Psychometric  Services 

$3,500,000 

SBAC  RFP  No  06 

npuplnnmpnt  of 
Accessibility  and 
Accommodations  Policies 

and  Materials 

<930  000 

SBAC  RFP  No  04 

SMARTFR  RalanrpH 

Assessment  Consortium 
Reauest  for  Prooosals  to 
Develop  Item  and  Task 
Specifications,  Style  Guide, 
Bias  and  Sensitivity 
Guidelines,  and 
Accessibility  and 
Accommodations 
Guidelines 

Si  500  000 

SBAC  RFP  No.  03 

SMARTER  Balanced 
Assessment  Consortium  II 
Systems  Architecture 
(word) 

$2,000,000 

SBAC  RFP  No.  02 

IT  Readiness  Tool  for  SBAC 
and  PARCC  (word) 

$500,000  (2011-14) 

SBAC  RFP  No.  01 

Smarter  Balanced 
Assessment 
Communications  RFP 

$2.2  million  (2011-14 
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RFP  2010-07  (SBAC  RFP) 

Comprehensive  Assessnnent 

Systems  Grant  -  Project 
Management  Partner 

Not  Included 

Total  for  Math  and  CA 

$33,815,113  for  14  tests 

Cost  per  test  to  develop 

$2,415,365 

Total  FY  2013  Cost  for  481 
new  tests 

$1,161,790,565 

Administration  Costs: 

Administering  assessments  for  pre-K  through  2"*^  grade  students  Is  significantly  more  costly 
for  school  districts,  as  much  of  this  testing  must  be  administered  one-on-one.  This  means 
the  district  hires  a  substitute  for  the  several  days  it  takes  the  classroom  teacher  to 
complete  individual  student  assessments. 


Cost  to  districts:  Cost  estimates  are  based  on  current  charge  districts  for  MAP  tests,  and 
testing  every  student  in  every  subject. 


Table  3:Average  cost  of  MAP  testing  to  districts  from  state 


Grade 

Total 
students 

Cost  per  test 

Statewide  total 
one  subject 

Number  of 
subjects 

Statewide  total 

Pre-K 

29,141 

(2011) 

$.90  est. 

$26,227 

6 

$157,362 

K 

66,000 

$.90  est. 

$59,400 

9 

$534,600 

1 

66,000 

$.90  est. 

$59,400 

9 

$534,600 

2 

66,000 

$.90  est. 

$59,400 

9 

$534,600 

3 

66,000 

$0.90 

$59,400 

9 

$534,600 

4 

66,000 

$0.90 

$59,400 

9 

$534,600 

5 

66,000 

$0.90 

$59,400 

9 

$534,600 

6 

66,000 

Free  for  math  and  CA 

$59,400  for 
additional 
subjects 

9 

$534,600 

7 

66,000 

$0.90 

$59,400 

13 

$772,200 

8 


8 

66,000 

$1.80 

$118,800 

13 

$1,544,400 

TOTALS  of  subject  tests  that  will  be  required  by  Ellinger  petition  in  K-8 

Current  policies  only  require  the  administration  of  12  tests  in  the  K-8 
grade  level. 

12 

$712,800 

83  new  test  administrations  for  K-8  grade  levels  FY 
2013  New  costs  and  reoccurring  FY  2014 

83  new 
tests 

$5,503,362 

On  average,  IVIissouri  high  school  students  take  seven  classes  a  day,  one  to  four  of  which 
are  semester  courses.  Older  students  take  more  semester  courses. 


Table  4:  Average  Cost  per  Test  Applied  to  K 

ew  Subject  Areas  (Statewide) 

Grade 

Students 

Cost  per 
test 

Statewide 
one  test 

Number  of 
subjects 

Statewide 

total 

9 

66,000 

$.90 

$59,400 

8x2  tests 

$950,400 

10 

66,000 

$.90 

$59,400 

8x2  tests 

$950,400 

11 

66,000 

$.90 

$59,400 

9x2  tests 

$1,069,200 

12 

66,000 

$.90 

$59,400 

9x2  tests 

$1,069,200 

Total 

Total  all  costs  if  Ellinger  Petition  becomes  law. 

$4,039,200 

Current  total:  Schools  only  pay  for  3  administered 
test  in  current  system:  $1.80  @  for  3  subjects 

$178,200 

Total  new  cost 

$3,861,000 
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state  expenditures  on  MAP  and  EOC  tests  in  FY  2012  are  10.5  million,  covering  22  tests:  3^"^ 
to  8**^  grade  math,  S""*^  to  8*'^  grade  communication  arts,  5*''  and  8**^  grade  science,  and  eight 

high  school  end-of-course  tests.  This  averages  to  $477,273  per  test. 


Table  5:  Cost  of  Expanded  State  Expenditures  on  MAP  and  EOC  tests  using  FY  2012  costs 


Number  of  assessments 

Cost  per  assessment 

Total  cost  to  state 

22  current 

$477,273  currently 

$10.5  million 

95  (pre-K  to  8*"  grade) 

$477,273 

$45,340,935 

236  X  2  (one  large  high 

school) 

$477,273 

$225,272,856 

Total  new  assessments  545 

$477,273 

$260,113,785 

Teacher  Evaluation  Assumptions  and  Data: 

In  developing  the  cost  estimates  contained,  we  relied  on  the  experiences  other  states  have 
had  in  creating  a  similar  evaluation  model  prescribed  in  the  proposed  amendment. 
Specifically,  the  removal  of  teacher  experience  as  part  of  compensation  3{f)  and  the 
development  of  new  evaluation  systems  for  educators  on  the  district  level  (3g): 


3(f)  Notwithstanding  any  provisions  of  this  constitution,  no  school  district 
which  uses  seniority  or  duration  of  employment  as  a  basis,  in  whole  or  in 
part,  to  retain,  remove,  promote  or  demote  teachers  shall  receive  any 
state  funding  or  local  tax  revenue. 

3(g)  Notwithstanding  any  other  section  of  this  constitution,  every  school 
district  shall  develop  and  use  local  performance  standards  to  retain, 
remove,  promote,  demote,  and  set  compensation  for  teachers  in  such 
school  district,  the  majority  of  such  standards  shall  be  based  on 
quantifiable  student  performance  data  as  measured  by  objective  criteria. 

While  our  analysis  will  cite  information  from  multiple  states  -  the  recent  experience  of 
Colorado  in  developing  a  remarkably  similar  system  of  teacher  evaluation  and  estimating 
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the  implementation  costs  serves  as  a  good  exemplar  of  what  Missouri  policy  makers  and 
budget  analysts  should  expect  as  they  are  required  to  implement  sweeping  changes  to 

teacher  evaluation  and  compensation.  Additionally  CO  and  iVlO  have  similarly  sized  public 
education  systems  -  and  when  ranked  nationally  are  very  close  in  size  and  scope  (See  table 
6  below). 


Table  6:  Similarities  in  the  size  o1 

'  Dublic  education  systems  in 

MO  and  CO* 

Missouri 

National 

Rank 

(MO) 

Colorado 

National 

Rank 

(CO) 

Average  Dally  Attendance  (2010) 

835,780 

771,938 

Number  of  Public  High  School 
Graduates  '09-'10 

62,342 

20 

46,811 

22 

Number  of  Public  School  Teachers 
K-12 

67,882 

14 

48,960 

23 

*NEA  Research.  (2010).  Rankings  &  Estimates  Rankings  of  the  States  2010  and  Estimates  of  School  Statistics  2011. 
http://www.nea.org/assets/docs/HE/NEA  Rankings  and  Estimates010711.pdf 


Salary  data  used  in  this  analysis  will  assume  average  pay  for  a  Missouri  teacher  plus  34%  to 
included  benefits  and  other  employer  obligations.  The  current  average  salary  for  a 
Missouri  teacher  is  $45,317  or  48**^  in  the  nation  and  81.5%  of  the  national  average. 

The  Colorado  Experience: 

In  May  of  2010,  Colorado  passed  Senate  Bill  191  which  completely  changed  how  public- 
school  educators  were  evaluated  in  Colorado.  At  the  core  of  the  proposal  were  two  policy 
objectives  similar  to  those  in  3(f  1  and  3fg)  of  the  current  proposal:  1)  the  removal  of 
duration  of  employment  as  a  basis  of  evaluation  in  whole  or  in  part  and  2)  replaced  with  a 
model  where  quantifiable  student  growth/achievement  represents  at  least  50%  of  the 
total  performance  by  quantifiable  and  objective  standards.  Table  7  places  the  proposals  for 
quantifiable  measurement  side-by-side  for  comparison: 
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Table  7:  Comparison  of  Measurement  Standard  of  Ellinger  Proposal  v.  SB  191  Colorado 


Ellinger  Missouri  Proposal 


Senate  Bill  191  Colorado 


Side-by-slde 
comparison  of 

measurement 
standards  from  MO 
and  CO 


"3(g)  Notwithstanding  any  other 
section  of  this  constitution,  every 
school  district  shall  develop  and  use 
local  performance  standards  to  retain, 
remove,  promote,  demote,  and  set 
compensation  for  teachers  in  such 
school  district,  the  majority  of  such 
standards  shall  be  based  on 
quantifiable  student  performance  data 
as  measured  by  objective  criteria. " 


"Procedures  for  prioritizing  or 
weighting  measures  of  performance 
that  ensure  that  measures  of  student 
growth  represent  at  least  50  percent  of 
total  performance  and  are  prioritized 
by  technical  quality,  and  that 
measures  of  professional  practice  are 
prioritized  by  local  objectives." 


Source 


^Ellinger  Submission.  (January  17, 
2012).  Pg  3 


*  Colorado  State  Board  of  Education.  Report  & 
recommendatioris;  submitted  to  the  Colorado 
State  Board  of  Education  pursuant:  to  SB  10- 
191.  (April  13,  2011).  Pg  18  Available  online: 
http://www.cde.state.co.us/EducatorEffectiven 
ess/downloads/Report%20&%20appendices/SC 
EE_F!nal_Report.pdf 


We  believe  the  process  of  estimating  costs  to  local  school  districts  used  by  the  Colorado 
State  Board  of  Education  will  shed  light  on  the  Ellinger  proposal  and  permit  an  estimate  of 
the  fiscal  impact  to  school  districts  in  Missouri. 


Translating  the  Colorado  Experience  to  Missouri: 

In  preparation  for  the  transition  to  the  proposed  evaluation  system  for  teachers,  the 
Colorado  State  Board  of  Education  spent  over  a  year  building  consensus  with  education 
stakeholders  about  how  the  evaluation  system  would  develop  and  preparing  districts  for 
its  implementation  -  part  of  that  process  was  a  thorough  analysis  by  the  state  to  develop  a 

teacher  evaluation  system  school  districts  could  use  as  a  template  and  for  preparing 
administrators  for  the  transition.  None  of  which  is  guaranteed  by  the  Ellinger  proposal  to 
occur  -  however  for  purpose  of  analysis  we  will  assume  the  following  role  for  the  state: 
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1)  Create  an  exemplar  template  and  evaluation  system  with  a  resource  bank  of 
evaluation  tools. 

2)  Provide  student,  teacher,  and  parent  survey  instruments  and  analysis  of  results  to 

districts. 

3)  Provide  a  definition  of  what  constitutes  a  qualified  educator  for  every  subject  area 
and  grade  level. 

4)  Develop  materials  to  support  professional  development. 

5)  Collect  and  report  evaluation  data  for  the  state. 

NOTE:  None  of  this  Is  guaranteed  or  funded  under  the  Ellinger  proposal  -  nor  do  we 
attempt  in  this  analysis  to  associate  costs  -  but  it  is  worth  noting  that  the  state  would  likely 
need  to  develop  a  whole  host  of  example  evaluation  tools  that  districts  could  adopt  and 
such  development  is  likely  to  be  a  costly  process. 

In  addition  to  the  items  above  the  state  will  likely  have  to  develop  and  provide: 

1)  Assessment  tools  from  the  state  need  to  be  available  to  districts  in  all  subjects,  at 
no  cost,  and  resulting  data  must  be  reliable  and  valid.  Districts  will  recognize  that 
they  are  allowed  to  create  their  own  unique  assessments,  but  districts  will  likely 
want  to  use  defensible  research-based  measures  provided  by  the  state  given  the 
implications  the  data  can  have  on  educators  and  students. 

2)  A  valid  individual  teacher  and  student  tracking  system  needs  to  be  developed  and 
in  place  provided  by  the  state.  Much  of  the  ability  for  districts  to  evaluate  teacher 
performance  based  on  at  least  "50%  quantifiable  data"  will  rely  on  the  ability  to 
correctly  identify  the  teacher  of  record  for  each  student  in  each  subject  area  and 
assign  attributable  changes  in  performance  to  the  appropriate  teacher. 


13 


Startup  Costs : 

Certain  initial  costs  are  likely  to  be  required  at  the  district  level  prior  to  the  implementation 
of  the  new  evaluation  system.  We  assume  the  burden  for  implementing  the  state 
mandates  would  fall  to  individual  school  districts.  For  example,  districts  would  have  to 

spend  time  selecting  evaluation  tools  and  measurements  from  the  state  templates,  set  up 
first  time  data  systems,  develop  an  appeals  process,  and  provide  comprehensive  training 
for  evaluators  and  educators.  Colorado  estimates  the  effort  needed  to  accomplish  these 
tasks  is  as  follows: 


Table  8:  One  Time  Costs  for  each  district: 


;«ii»{tiiie  Evaiv«iion 

Measurements 

One  Uniic  Data 
SctUii 

□cucloping 
AfipEais  Praci»s 

Proress'Kinsi 

ItaataaH 

for  Ekuiuatii» 

OistiictPer!onii(!l« 

Siips'TtRirtrnt 
'^sstKant  S'u)»rntcnilcrft 

2  dafi 

3at>niirs 

JOhaurt 

Tralnpr 
do-xri  Staff 

eeilvitii-?i 

IT  lechnicoT 

SeAiioI  Panammt* 

fcachcrs 

iiSafjII  toadies'!. 
JlaOadar  for  jd:r,r 

2df^J'a^^^  ever/ 
tcad'isr 

t."oirniitt«  «ch«rl5sJi!r 

lriitiM:fl.ii'i%  0»(Ji 

<.tiiiii\ 

prlnclpnl 

55  liCOJJ  fw 
atcri  prliiif)Ml 

□(stifctAchuf  Coafi* 

i 

Augenblick, 
Paslaich,  and 
Associates  INC. 
Costing  Out  ttie 
Resources 
Implications  of  SB 
10-191  in 
Coloraodo  School 
Districts:  Prepared 
for  state  Council 
for  Educator 
Effectiveness. 
March  2011.  Pg 
35 


Augenblicl<,  Paslaich,  and  Associates  and  the  Colorado  State  Board  of  Education  estimate 
that  the  initial  one-time  costs  on  average  are  $53  per  student.  Given  the  comparability  of 
Missouri  and  Colorado  (see  table  1)  we  believe  that  this  estimate  is  applicable  to  our 
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school  system  and  may  be  conservative  given  iVlissouri  has  a  full  350  more  school  districts 
then  CO. 


Ongoing  Costs: 

For  ongoing  costs  the  computation  of  new  expenses  that  are  above  and  beyond  the 
current  requirement  set  out  by  regulation  or  Missouri  statute  are  considered  in  this 
section.  As  such  v\/hat  follows  in  this  section  are; 

1)  Likely  tools  and  measures  to  be  used; 

2)  The  new  effort  and  resources  needed;  and 

3)  The  ongoing  cost  for  three  categories  of  teachers,  (novice,  effective,  and 
ineffective). 

When  considering  such  a  broad  and  sweeping  change  of  the  Missouri  education  system  the 
usual  disclaimers  apply  -  1)  we  are  anticipating  standards  based  on  our  experience  with 
DESE  and  local  school  boards  -  nothing  in  this  document  should  be  viewed  as  an 
endorsement  of  any  system  of  evaluation,  2)  additionally  our  estimations  are  based  on  an 
average  school  district  in  an  average  resource  environment,  and  3)  the  cost  estimate  only 
the  amount  to  evaluate  teachers  (not  administrators  or  any  other  group). 


Evaluating  Teachers: 

To  evaluate  teachers  numerous  measurers  and  tools  will  need  to  be  developed  as  well  as 
the  standards  for  apply  those  tools  (including  but  not  limited  to): 

•  Observation  with  pre/post  interview 

•  Examination  of  lessons,  unit  plans,  assignments  and  assessments 

•  Student  and  Parent  feedback 
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•  Peer  observation  and  feedback. 

•  Teacher  self  review  and  interviev^/s 

•  Analysis  of  student  data  and  growth. 

While  these  tools  can  be  used  with  teachers  at  all  levels  of  experience  and  ability  - 
allotments  must  be  made  for  more  time  and  effort  to  be  spent  with  teachers  based  on 
their  experience  (or  lack  thereof)  and  abilities. 

The  consulting  firm  of  Augenblick,  Paslaich,  and  Associates  concluded  that  teachers  are 
likely  to  fall  into  one  of  the  three  categories  below  and  require  a  differing  amount  of 
ongoing  supervision  and  evaluation  costs.  (SEE  APPENDIX  A  -  TABLES  l-lll  for 
breakdown  of  evaluation  and  resources  for  each  population  of  teachers). 


Perrormance 
Standard 

Novice* 

$343  (increased  training  and  data  analysis) 

Effective 

$531  (increased  data  analysis  and  frequency 
of  evaluation) 

Need  improvement 

$3,783  (increased  number  of  teachers 
identified  that  require  supervision  and 
remediation) 

^Boulder  Valley  School  District.  SB  191  and  you.  April  2011 


Fiscal  impacts  of  3(f)  and  3(g)  implementation  of  proposed 
evaluation  model: 

Fiscal  Year  2013  - 1^'  year  of  implementation:  Assumes  average  costs  of  $53  per  student 
and  an  even  Missouri  Public  School  Population  of  903,423  students. 
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Fiscal  Year  2014-1^  year  of  evaluation.  Assumes  A  novice  teacher  has  less  than  3  years 
experience  (approximately  14.5%  of  67,882)  and  assumes  that  only  .5%  of  62,342  need 
improvement  (See  Table  9  for  overall  costs). 


Table  9:  Estimated  Cost  to  District  for  Evaluation 


FY  2013 

$  Estimate 

Startup  Cost  assume 
average  of  $53  per  student 
(Pg9) 

One  time  Cost  Student  K-12 
Population  of  Missouri 
903,423  (2010) 

903,423  X  $53  = 

$47,881,419 

FY  2014 

First  Round  of  Evaluation: 
NOVICE  evaluation  costs 
$343  * 

14.5%  X  67,882  x  $343  = 

$  3,376,111 

First  Round  of  Evaluation: 
IMEED  IIVIPROVEIVIENT 
evaluation  costs  $3,783 

0.5%  X  67,882  x  $3,783  = 

$12,839,880 

First  Round  of  Evaluation: 
Effective  $531 

80%  X  67,882  X  $531  = 
$28,836,274 

Total  Costs  of  evaluation 
program  to  School  Districts 

One  Time  Expenses  Plus  + 
First  time  evaluation 

$  92,933,684 

*The  National  Commission  on  Teaching  and  America's  Future  (NCTAF).  Report  of  Teacher  Age  and  Experience  by  State  (2007-2008). 
Available  via:  http://nctaf.org/wp-content/uploads/2012/01/WebAgeandExpbyState07-0S.pdf 


Cost  Summary: 

Mr.  Ellinger's  proposal  is  a  blunt  instrument  wielded  with  broad  and  far-reaching  language. 
The  proposed  amendment  imposes  a  requirement  to  evaluate  students  and  teachers 
based  on  quantifiable  data  creating  a  chain  of  unintended  consequences.  The  state  and 
districts  will  have  to  develop  a  series  of  new  tests  for  every  subject  from  math  and  reading 
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to  home  economics  and  wood  shop.  Tests  used  to  evaluate  student  progress  are  expensive 
and  scientifically  rigorous  instruments  that  must  bear  heavy  scrutiny  from  a  number  of 
stakeholders.  Should  the  state  and  school  districts  be  mandated,  the  costs  quicl<lv  explode. 
Table  10  below/  summarizes  our  estimate  of  costs  in  the  next  two  fiscal  years. 


Table  10  Costs  FY2013-2014 
FY2013  (First  Year) 

State: 


FY  2013  (First  Year  Costs) 

S  Estimate 

Test  Development  all  subjects 
and  all  grades: 

Based  on  Previous  RFP's 
Smarter  Balanced 
Assessment  (See  Table  2) 

$1,161,790,565 

FY  2013 

$  Estimate 

Startup  Cost  assume  average  of 

One  time  Cost  Student  K-12 

903,423  X  $53  = 

$53  per  student  (Pg  9) 

Population  of  Missouri 
903,423  (2010) 
(See  Table  9) 

$47,881,419 

FY  2013 

$  Estimate 

Cost  to  State  for  545  new 
assessments.  (Reoccurring) 

See  table  5  State  Costs  for 
MAP /EOC  Admin 

$260,113,785 

Total 

$1,469,785,769 

School  Districts: 

FY  2013 

$  Estimate 

Additional  MAP  Testing 
(reoccurring) 

Based  on  previous  costs  to 
districts  (Table  3  +4) 

$5,503,362  +  $3,861,000  = 
$9,364,362 

FY  2013 

$  Estimate 

Startup  Cost  assume  average  of 

One  time  Cost  Student  K-12 

903,423  X  $53  = 
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$53  per  student 

Population  of  Missouri 
903,423  (2010) 

$47,881,419 

FY  2013 

$  Estimate 

Teacher  Evaluations  First  Round 

(Re-occurring  expense) 

See  Table  9  sum  of  all 

evaluations 

$45,052,265 

Total 

$102,298,046 

FY  2014  (Second  Year) 
State: 

FY  2014 

$  Estimate 

Cost  to  State  for  545  new 
assessments.  (Reoccurring) 

See  table  5  State  Costs  for 
MAP /EOC  Admin 

$260,113,785 

Total 

$260,113,785 

School  Districts: 

FY  2014 

$  Estimate 

Additional  MAP  Testing 
(reoccurring) 

Based  on  previous  costs  to 
districts  (Table  3+4) 

$5,503,362 +  $3,861,000  = 
$9,364,362 

FY  2014 

$  Estimate 

Teacher  Evaluations  Re-occurring 
expense 

See  Table  9  sum  of  all 
evaluations 

$45,052,265 

Total 

$54,416,627 

Total  Costs  State  And  Districts  FY  2013  =  $  1,572,083,815 
Total  Costs  State  And  Districts  FY  2014  =  $  314,530,412 


APPENDIX  A 

NEW  RESOURCES  NEEDED  BY  TEACHER  BASED  ON  DESIGNATION 
TABLES  PREPARED  BY: 

Augenblick,  Paslaich,  and  Associates  March  2011 
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TABLE  1 
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TAKE  II 

tlaw  Ri!SDuri:L>!i  Needed  to  Evaluate  a  KwlcsTeaclMr  Each  f^r 


EvaluatiDn  IForinal  and  [nfanfiSl] 
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The  State  Auditor's  office  did  not  receive  a  response  fi-om  the  Attorney  General's  office, 
the  Department  of  Public  Safety,  the  Department  of  Transportation,  the  Missouri 
Senate,  Cass  County,  Jackson  County  Legislators,  St.  Louis  County,  the  City  of 
Cape  Girardeau,  the  City  of  Kirksville,  the  City  of  Springfield,  Metropolitan 
Community  College,  University  of  Missouri,  St.  Louis  Community  College, 
University  of  Central  Missouri,  Lincoln  University,  Missouri  State  University, 
Missouri  Southern  State  University,  Northwest  Missouri  State  University,  Southeast 
Missouri  State  University,  and  Truman  State  University. 

Fiscal  Note  Summary 

Estimated  costs  for  state  and  local  governmental  entities  are  unlmown,  but  the  initial  and 
annual  costs  could  be  significant  (millions  of  dollars)  depending  on  decisions  made  at  the 
state  and  local  level  to  comply  with  required  provisions  in  this  proposal. 


SAO  Fiscal  Note 


From:  Villmer,  Rich  <Rich.Villmer@dese.mo.gov> 

Sent:  Tuesday,  January  24, 2012  1:26  PM 

To:  SAO  Fiscal  Note 

Subject:  Emailing:  Initiative  Petition  12-09 

Attachments:  Initiative  Petition  12-09.xlsx 


The  message  is  ready  to  be  sent  with  the  following  file  or  link  attachments: 
Initiative  Petition  12-09 


Note:  To  protect  against  computer  viruses,  e-mail  programs  may  prevent  sending  or  receiving  certain  types  of  file 
attachments.  Check  your  e-mail  security  settings  to  determine  how  attachments  are  handled. 
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Exhibit! 


COMMITTEE  ON  LEGISLATIVE  RESEARCH 
OVERSIGHT  DIVISION 

(573)751-4143 

Enter  requested  data  in  the  following  cells.  This  information  will  be  used  throughout  the 
Fiscal  Note  Worksheet. 


Agency:  DESE 


Division:  Financial  &  Admin  Svcs 


Preparer:  Rich  Villmer 


Telephone:  751-7166 


Date  Prepared:  1-23-12 


E-mail: 


Fiscal  Note:  Initiative  Petition  12-09 


Oversight  Analyst: 
Approval  Signature: 


Create  additional  state  fund  worksheets  by  clicking  the  "Create  new  State  Fund"  button  and 
following  prompts.  General  Revenue  has  already  been  provided.  IF  YOU  NEED  TO 
CREATE  ADDITIONAL  FEDERAL  FUNDS,  you  MUST  create  them  BEFORE  creating 
your  state  funds.  See  button  and  instructions  below! 


Hyperlinks  to  Various  Worksheet  Tabs 


Imtnictions 
General  Revenue  fund  tab 

Comment  memo 


Summoiv  of  Fiscal  Impact 
Federal  fund  lab 

Technical  Memo 


Overview  -  Questions 
Local 

Statement  of  No  Change 


y^orltsheet  Troubleihooling  Form 


Note:  A  few  select  agencies  require  more  than  one  Federal  fund;  this  button  can  be  used  to 
create  additional  funds.  If  you  do  create  additional  federal  funds,  leave  the  default  "Federal" 
fund  worksheet  blank.  It  will  remain  on  the  Fiscal  Impact  Summary  sheet  with  zero  impact  and 
your  custom-created  funds  will  display  with  correct  federal  fund  totals. 


Version  3.0  11/27/01      Worlibool;  notes  and  version  history 

RV- 12/7/2011 
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FISCAL  ESTIMATE  WORKSHEET 
OVERSIGHT  DIVISION  (573)751-4143 
FAX  (573)751-7681 


FISCAL  NOTE:  Initiative  Petition  12-09 


0 


Instruclions 


Agency: 

Division: 

Preparer: 

Preparer's  Signature: 
Approval  Signature: 


SUMMARY  OF  FISCAL  IMPACT 

Type  of  Fiscal  Note  Response:  

DESE  Date:  1-23-12 


original 


Financial  &  Admin  Svcs  Telephone:  751-7166  

Rich  Villmer  E-Mail  Address:  Rich.Villmer@dese.mo.gov 


No  Impact  on  Agency:  x_ 
No  Local  Fiscallmpact:  x 


0 


Note:  if  both  of  the  "no  impact"  lineis  are  checked,  you  only  need  to  complete  the  "Summary  of  Fiscal  Impact" 
and  "Overview"  worksheets. 

Create  and  complete  separate  worksheets  for  each  state  fund  affected.                Fiscal  Noie  worksheet 

ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

rV2013 

General  Revenue 

$0 

$0 

$0 

Total  Estimated  Net  Effect 
on  All  State  Funds 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  FEDERAL  FUNDS 

Federal  Funds 

$0 

$0 

$0 

Total  Estimated  Net  Effect 
on  All  Federal  Funds 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Fxmds 

$0 

$0 

$0 

Total  Estimated  Net  Effect 
on  All  Local  Funds 

$0 

$0 

so 
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SAO  Fiscal  Note 


From:  Villmer,  Rich  <Rich.Villmer@dese.mo.gov> 

Sent:  Thursday,  February  02, 2012  3:30  PM 

To:  SAO  Fiscal  Note;  Jon  Halwes 

Subject:  Emailing:  Initiative  Petition  12-09 

Attachments:  Initiative  Petition  12-09.xlsm 


Jon,  thanks  for  your  patience  and  understanding! 


COMMITTEE  ON  LEGISLATIVE  RESEARCH 
OVERSIGHT  DIVISION 

(573)751-4143 

Enter  requested  data  in  the  following  c|b11s.  This  information  will  be  used  throughout  the 
Fiscal  Note  Worksheet. 

"  Agency;  DESE 

Division:  Admin  &  Financial  Svcs 

Preparer:  Rich  Villmer  

Telephone;  751-7166  

Date  Prepared;  2-2-12  

E-mail: 

Fiscal  Note:  Initiative  Petition  12-09 


Approval  Signature;   " 

Create  additional  state  fund  worksheets  by  clicking  the  "Create  new  State  Fund"  button  and 
following  prompts.  General  Revenue  has  already  been  provided.  IF  YOU  NEED  TO 
CREATE  ADDITIONAL  FEDERAL  FUNDS,  you  MUST  create  them  BEFORE  creating 
your  state  funds.  See  button  and  instructions  below! 


Hyperlinks  to  Various  Worksheet  Tabs 

Inslnictions  Summary  of  Fiscal  Impact         Overview  •  Ouestions 

General  Revenue  fund  tab  Federal  fund  lab  t.ocal  Worksheet  Troubleshoolinc  Form 

Comment  memo  Technical  Memo  Statement  of  No  Chanuc 

Note:  A  few  select  agencies  require  more  than  one  Federal  fund;  this  button  can  be  used  to 
create  additional  funds.  If  you  do  create  additional  federal  funds,  leave  the  default  "Federal" 
fund  worksheet  blank.  It  will  remain  on  the  Fiscal  Impact  Summary  sheet  with  zero  impact  and 
your  custom-created  funds  will  display  with  correct  federal  fund  totals. 


Version  3.0  11/27/01       Workbook  notes  and  version  historv 

RV  -  12/1/2009 
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FISCAL  ESTIMATE  WORKSHEET 
OVERSIGHT  DIVISION  (573)751-4143 
FAX  (573)751-7681 


FISCAL  NOTE:  Initiative  Petition  12-09 


0 


Inslructions 


Agency: 

Division: 

Preparer: 

Preparer's  Signature: 
Approval  Signature: 


SUMMARY  OF  FISCAL  IMPACT 

Type  of  Fiscal  Note  Response:  

DESE  Date:  2-2-12 


original 


Admin  &  Financial  Svcs  Telephone:  751-7166  

Rich  Villmer  E-Mail  Address:  Rich.viiimei@dese.nio.gov 

 No  Impact  on  Agency:   

 No  Local  Fiscal  Impact:   


0 


Note:  if  both  of  the  "no  impact"  lines  are  checked,  you  only  need  to  complete  the  "Summary  of  Fiscal  Impact" 

and  "Overview"  worksheets. 

Create  and  complete  separate  worksheets  for  each  state  flind  affected.                Rscai  noic  worksheet 

ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

FuftdcAjftM^a:?^. 

rv20.i4  

* 

General  Revenue 

(costs  not  expected  to  be 
significant) 

(costs  not  expected  to  be 
significant) 

(costs  not  expected  to  be 
significant) 

Total  Estimated  Net  Effect 
on  All  State  Funds 

(costs  not  expected  to  be 
significant) 

(costs  not  expected  to  be 
significant) 

(costs  not  expected  to  be 
significant) 

ESTIMATED  NET  EFFECT  ON  FEDERAL  FUNDS 

Federal  Funds 

$0 

$0 

$0 

Total  Estimated  Net  Effect 
on  All  Federal  Funds 

$0 

$0 

$0 

ESTIMATED  NET  EFFI 

:CT  ON  LOCAL  FUNDS 

Local  Funds 

(unknown  costs) 

(unknown  costs) 

(unknown  costs) 

Total  Estimated  Net  Effect 
on  All  Local  Funds 

(unknown  costs) 

(unknown  costs) 

(unknown  costs) 

SAO000006 


FISCAL  ESTIMATE  WORKSHEET  FISCAL  NOTE;  Initiative  Petition  12-09 

Fiscal  Note  Workslieei  Q 
Instniclions  Instniclions  Imtniclions 

 Assumptions  

DpSE  assumes  the  requirements  of  the  initiative  petition  will  result  in  the  need  to  develop  and 
document  procedures.  We  do  not  expect  significant  costs. 

In  addition,  local  school  districts  will  likely  incur  costs  to  develop  and  use  standards;  however,  we 
defer  to  local  school  districts  regarding  the  extent  of  such  costs. 


SAO  000007 


SAO  Fiscal  Note 


From:  Villmer,  Rich  <Rich.Villmer@dese.mo.goy> 

Sent:  Friday,  February  03,  2012  10:03  AM 

To:  SAO  Fiscal  Note;  Jon  Halwes 

Subject:  Emailing:  Initiative  Petition  12-09 

Attachments:  Initiative  Petition  12-09.xlsm 


Yet  another  version  of  our  fiscal  note...  Please  allow  this  to  replace  all  previous  versions.  Thanks  JonI 
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COMMITTEE  ON  LEGISLATIVE  RESEARCH 
OVERSIGHT  DIVISION 

(573)751-4143 

Enter  requested  data  in  the  following  cells.  This  information  will  be  used  throughout  the 

Fiscal  Note  Worksheet^  

Agency;  DESE 

Division!  Admin  &  Financial  Svcs 

Preparer:  Rich  Villmer  

Telephone;  751-7166  

Date  Prepared:  2-2-12  

E-niail:  Rich.VillinenMese.nio.gov  

Fiscal  Note:  Initiative  Petition  1 2-09 


Approval  Signature;  

Create  additional  state  fund  worksheets  by  clicking  the  "Create  new  State  Fund"  button  and 
following  prompts.  General  Revenue  has  already  been  provided.  IF  YOU  NEED  TO 
CREATE  ADDITIONAL  FEDERAL  FUNDS,  you  MUST  create  them  BEFORE  creating 
your  state  funds.  See  button  and  instructions  below! 


Hyperlinks  to  Various  Worksheet  Tabs 

Inslructions  Summary  of  Fi'scal  ftnpact  Overview  -  Questions 

General  Revenue  fiind  lab  Federal  fund  lab  Local  Workshcel  Troubleshoolinc  Forni 

Commcnl  memo  Technical  Memo  Slalemenl  of  No  Chan^;e 

Note:  A  few  select  agencies  require  more  than  one  Federal  fund;  this  button  can  be  used  to 
create  additional  funds.  If  you  do  create  additional  federal  funds,  leave  the  default  "Federal" 
fund  worksheet  blank.  It  will  remain  on  the  Fiscal  Impact  Summary  sheet  with  zero  impact  and 
your  custom-created  funds  will  display  with  correct  federal  fund  totals. 


Version  3.0  11/27/01      Workbook  noles  and  version  hislorv 

RV  -  12/1/2009 
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FISCAL  ESTIMATE  WORKSHEET 
OVERSIGHT  DIVISION  (573)751-4143 
FAX  (573)751-7681 


FISCAL  NOTE:  Initiative  Petition  12-09 


0 


Agency: 

Division: 

Preparer: 

Preparer's  Signature: 
Approval  Signature: 
Oversight  Analyst: 


Instmctions 

SUMMARY  OF  FISCAL  IMPACT 

Type  of  Fiscal  Note  Response:  

DESE  Date:  2-2-12 


original 


Admin  &  Financial  Svcs  Teleplione:  751-7166  

Rich  Villmer  E-Mail  Address:  Rich.viiimer@dese.mo.gov 

 No  Impact  on  Agency:   

 No  Local  Fiscal  Impact:  


0 


Note:  if  both  of  the  "no  impact"  lines  are  checked,  you  only  need  to  complete  the  "Summary  of  Fiscal  Impact" 
and  "Overview"  worksheets. 

Create  and  complete  separate  worksheets  for  each  state  fund  affected.                fiscal  NoteWoAsiieei 

ESTIMATED  NET  EFF 

ECT  ON  STATE  FUNDS 

,  ^-,tr''F*:2oi3:,t,.  ' 

FY  2014 

General  Revenue 

(unknown  costs  up  to 
and  exceeding  $4.5 
million) 

(unknown  costs  up  to 
and  exceeding  $4.5 
million) 

(unknown  costs  up  to 
and  exceeding  $4.5 
million) 

Total  Estimated  Net  Effect 
on  All  State  Funds 

(unknown  costs  up  to 
and  exceeding  S4.S 
million) 

(unknown  costs  up  to 
and  exceeding  S4.S 
million) 

(unknown  costs  up  to 
and  exceeding  $4.5 
million) 

ESTIMATED  NET  EFFECT  ON  FEDERAL  FUNDS 

Federal  Funds 

$0 

$0 

$0 

Total  Estimated  Net  Effect 
on  All  Federal  Funds 

$0 

$0 

$0 

ESTIMATED  NET  EFFI 

:CT  ON  LOCAL  FUNDS 

Local  Funds 

(significant  unknown 
costs) 

(significant  unknown 
costs) 

(significant  unknown 
costs) 

Total  Estimated  Net  Effect 
on  All  Local  Funds 

(significant  unknown 
costs) 

(significant  unknown 
costs) 

(significant  unknown 
costs) 

SAO  000010 


FISCAL  ESTIMATE  WORKSHEET  FISCAL  NOTE:  Initiative  Petitiott  12-09 

Fiscal  N'oteWorkshccI  0 
histnictions  Inslniclions  Inairuclioas 

 Assumptions  

Sections  3(d)  and  (f) 

Theise  provisions  carry  eventual  unknown  costs  that  could  be  significant  to  the  Department  of 
Elementaty  and  Secondaty  Education  and  to  local  county  governments.  While  the  language  is 
declarative,  no  mention  is  made  to  enforcement  of  the  provision.  When  the  language  indicates  "No 
school  district  receiving  any  state  funding  or  local  tax  revenue  funding  shall....",  it  implies  enforcement 
of  the  provision.  The  Department  cannot  withhold  funding  without  substantiated  cause.  In  order  for 
the  Department  to  show  substantiated  cause,  it  must  have  a  method  to  collect  and  review  pertinent  data 
that  would  support  its  actions.  This  would  require  additional  staffing  and/or  data  system  development 
and  maintenace  (a  number  not  yet  determined)  to  collect  and  analyze  contracts  for  each  teacher  in  the 
state  to  verify  duration  of  contracts  on  an  annual  basis. 

Further,  it  would  be  necessary  for  the  Department  to  report  districts  determined  to  be  in  violation  to  one 
hundred-fourteen  counties  and  one  city  in  Missouri.  Most  counties  have  multiple  school  districts  and 

many  school  districts  are  in  multiple  counties.  It  would  be  encumbent  upon  the  counties  then  to  put 
mechanisms  into  place  to  suspend  payments  to  the  respective  violators  of  this  provision.  The  cost  to 
the  counties  and  one  city  to  put  this  system  into  place  would  be  significant  statewide.  Additionally, 
counties  would  also  face  the  possibility  of  a  significant  increase  in  litigation  exposure  relative  to  the 
withholding  of  funds. 

While  it  is  impossible  to  determine  the  exact  amount  of  cost,  the  potential  cost  to  the  state,  counties  and 
one  city  driven  by  the  need  to  assure  that  funds  are  not  distributed  in  violation  of  this  section  would  be 
in  the  millions  of  dollars. 


Section  3(g) 

If  it  is  determined  that  the  state  shall  develop  and  implement  evaluation  technical  assistance,  then  costs 
could  be  similar  to  those  incurred  by  the  State  of  Florida's  public  school  system  model  totalling  $4.5 
million.  If  state  assessments  are  required  to  provide  student  performance  data  for  all  teachers, 
additional  state  costs  could  be  incurred. 

The  exact  cost  of  this  provision  is  also  difficult  to  calculate.  This  provision  calls  for  each  disti-ict  to 
develop  its  own  local  performance  standards  for  teachers  "to  retain,  remove,  promote,  demote  and  set 
compensation".  In  effect  this  would  establish  520  accountability  systems  and  thereby  set  aside  the 
Missouri  Accountability  Standards  established  by  the  State  Board  of  Education.  Local  districts  would 
incur  significant  cost  in  the  aggregate  for  establishing  customized  accountability  systems  which  counter 
the  concept  of  statewide  educational  goals.  Such  systems  would  have  difficulty  meeting  validity  tests 
which  could  increase  the  likelihood  of  litigation  cost. 
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For  the  Department  to  establish  assessments  that  could  be  used  statewide,  a  significant  increase  in  test 
development  and  ongoing  administrative  expenses  would  be  required.  Funds  have  not  been  available  to 
allow  for  expanded  assessment  capabilities  that  would  allow  a  move  through  collection  of  student 
performance  data.  The  requirement  that  all  staff  be  assessed  based  upon  student  performance  would 
demand  that  assessment  instruments  be  in  place  to  measure  student  success  in  all  cases  where 
"teachers"  are  employed.  While  the  Department  has  not  done  research  to  determine  the  cost  and  scope 
of  assessments  that  would  be  required  to  address  this  provision,  it  can  be  documented  that  the  annual 
cost  of  assessments  for  the  limited  testing  now  done  is  in  excess  of  $10  million.  This  number  would 
grow  exponentially  if  the  Department  was  to  assure  all  content  areas,  grade  levels,  and  instructional 
support  areas  were  assured  valid  assessments  of  student  performance. 
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Assessment  Plan  (Begins  in  2012-2013  school  year) 
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U.S.  Secretary  of  Education  Duncan  Announces  Winners  of 
Competition  to  Improve  Student  Assessments 

Two  winning  applications  composed  of  44  States  and  D.C,  Win  Grants  to  Fund  Assessments  Based  on  Common 
Core  Standards 

SEPTEMBER  2,  2010 

Contact:  Press  Office,  (202)  401-1576,  press@led.aov  fmailto:iiressiBMi.<Kiv  1 

In  an  effort  to  provide  ongoing  feedbacl<  to  teachers  during  tlie  Related  Resources 

course  of  the  school  year,  measure  annual  student  growth, 
and  move  beyond  narrowly-focused  bubble  tests,  the  U.S. 
Department  of  Education  has  awarded  two  groups  of  states 
grants  to  develop  a  new  generation  of  tests.  The  new  tests 
will  be  aligned  to  the  higher  standards  that  were  recently 
developed  by  governors  and  chief  state  school  officers  and 
have  been  adopted  by  36  states.  The  tests  will  assess 
students'  knowledge  of  mathematics  and  English  language 
arts  from  third  grade  through  high  school. 

The  grant  requests,  totaling  approximately  $330  million,  are 
part  of  the  Race  to  the  Top  competition  and  will  be  awarded  to 
the  Partnership  for  Assessment  of  Readiness  for  College  and 

Careers  (PARCC)  and  the  SMARTER  Balanced  Assessment 
Consortium  (SBAC)  in  the  amounts  of  approximately  $170  and 
$160  million  respectively. 

"As  I  travel  around  the  country  the  number  one  complaint  I 
hear  from  teachers  is  that  state  bubble  tests  pressure 
teachers  to  teach  to  a  test  that  doesn't  measure  what  really  matters,"  said  Duncan.  "Both  of  these  winning 
applicants  are  planning  to  develop  assessments  that  will  move  us  far  beyond  this  and  measure  real  student 
l<nowledge  and  skills." 

The  Partnership  for  Assessment  of  Readiness  for  College  and  Careers  is  a  coalition  of  26  states  including  AL,  AR, 
AZ,  CA,  CO,  DC,  DE,  FL,  GA,  IL,  IN,  KY,  LA,  MA,  MD,  MS,  ND,  NH,  NJ,  IMY,  OH,  OK,  PA,  RI,  SC  and  TN.  The  SMARTER 
Balanced  Assessment  Consortium  is  a  coalition  of  31  states  Including  AL,  CO,  CT,  DE,  GA,  HI,  lA,  ID,  KS,  KY,  I^E, 
MI,  MO,  MT,  NC,  ND,  NH,  NJ,  NM,  NV,  OH,  OK,  OR,  PA,  SC,  SD,  UT,  VT,  WA,  WI,  and  WV.  The  assessments  will  be 
ready  for  use  by  the  2014-15  school  year. 

"Given  that  these  assessment  proposals,  designed  and  developed  by  the  states,  were  voluntary,  it  was 
impressive  to  see  a  vast  majority  of  states  choose  to  participate,"  said  Duncan. 

The  PARCC  coalition  will  test  students'  ability  to  read  complex  text,  complete  research  projects,  excel  at 

classroom  speaking  and  listening  assignments,  and  work  with  digital  media.  PARCC  will  also  replace  the  one 
end-of-year  high  stakes  accountability  test  with  a  series  of  assessments  throughout  the  year  that  will  be 
averaged  Into  one  score  for  accountability  purposes,  reducing  the  weight  given  to  a  single  test  administered  on 
a  single  day,  and  providing  valuable  information  to  students  and  teachers  throughout  the  year. 

The  SMARTER  coalition  will  test  students  using  computer  adaptive  technology  that  will  ask  students  tailored 
questions  based  on  their  previous  answers.  SMARTER  will  continue  to  use  one  test  at  the  end  of  the  year  for 
accountability  purposes,  but  will  create  a  series  of  Interim  tests  used  to  Inform  students,  parents,  and  teachers 
about  whether  students  are  on  track. 

For  both  consortia,  these  periodic  assessments  could  replace  already  existing  tests,  such  as  interim 
assessments  that  are  in  common  use  in  many  classrooms  today.  Moreover,  both  consortia  are  designing  their 
assessment  systems  with  the  substantial  involvement  of  experts  and  teachers  of  English  learners  and  students 
with  disabilities  to  ensure  that  these  students  are  appropriately  assessed, 

The  parameters  of  the  competition  were  Informed  by  10  public  and  expert  input  meetings  that  the  Department 
hosted  across  the  country  last  winter.  Forty-two  invited  assessment  experts  joined  nearly  1,000  members  of  the 
public  and  officials  from  37  states  plus  Washington  D.C.  for  over  50  hours  of  public  and  expert  input  on  critical 
questions  about  assessment  and  assessment  design. 

The  winning  applicants  were  selected  by  a  panel  of  peer  reviewers.  Due  to  the  highly  technical  nature  of  the 
Race  to  the  Top  Assessment  Competition,  the  Department  sent  invitations  to  two  groups  of  individuals  to  serve 
as  peer  reviewers;  1)  experts  who  served  as  panelists  for  the  Race  to  the  Top  Assessment  public  meetings 
(these  were  nominated  by  the  director  of  the  National  Academies  of  Sciences'  Board  on  Testing  and  Assessment, 
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by  the  U.  S.  Department  of  Education's  National  Technical  Advisory  Council  chair,  and/or  by  Department  experts); 
and  2)  persons  experienced  as  peer  reviewers  in  the  Title  I  review  of  State  assessment  systems  (all  recruited  on 
the  basis  of  assessment  expertise).  The  Department  specifically  solicited  individuals  with  experience  and 
expertise  in  K-12  assessment  design,  development,  implementation,  and  use  for  instructional  improvement,  and 
those  with  expertise  in  complex  organizational  and  project  leadership  and  management. 
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Frequently  Asked  Questions 

1.  What  is  the  Smarter  Balanced  Assessment  Consortium? 

Smarter  Balanced  is  a  state-led  consortium  working  coiiaborativelyto  develop  next-generation 
assessments  aligned  to  the  Common  Core  State  Standards  (CCSS)  that  accurately  measure  student 

progress  toward  college  and  career  readiness.  The  Consortium  involves  educators,  researchers, 
policymal<ers,  and  communitygroups  in  a  transparent  and  consensus-driven  process  to  help  all 
students  thrive  in  a  knowledge-driven  global  economy.  The  Consortium's  projects  are  funded  through  a 
four-year,  $175  million  grantfrom  the  U.S.  Department  of  Education,  comprising  99  percent  of  activity 
resources,  with  the  remaining  support  provided  through  generous  contributions  of  charitable 
foundations. 


2.  What  are  the  Race  to  the  Top  Assessment  grants? 

in  2010,  the  U.S.  Department  of  Education  awarded  $330  million  to  two  groups  of  states — the 
Partnership  for  Assessment  of  Readiness  for  College  and  Careers  (PARCC)  and  the  Smarter 
Balanced  Assessment  Consortium — ^to  develop  a  valid,  reliable,  and  fairsystem  of  next-generation 
assessments. 

The  new  tests  will  assess  students'  knowledge  of  mathematics  and  English  language  arts/literacy  from 
third  grade  through  high  school.  They  will  be  aligned  to  the  Common  Core  State  Standards,  developed 
by  governors  and  chief  state  school  officers  and  adopted  by  more  than  40  states. 

These  assessments  will  provide  educators,  parents,  and  students  with  the  information  theyneed  to 
continuously  improve  teaching  and  learning  and  help  ensure  thatstudents  graduate  high  school 
college-  and  career-ready.  The  assessments  will  serve  all  students,  including  English  language 
learners  and  students  with  disabilities. 


3.  When  will  the  new  assessments  be  in  place? 

Smarter  Balanced  is  committed  to  delivering  a  fullyfunctional  assessment  system  thatwill  be  readyfor 
implementation  in  the  2014-15  school  year.  In  addition,  Smarter  Balanced  is  supporting  member  states 
as  they  implement  the  Common  Core  State  Standards.  Tools  and  resources  for  educators  will  be 
posted  online  in  2012  and  incorporated  into  the  digital  library  as  part  of  the  assessmentsystem. 


4.  How  will  Smarter  Balanced  assessments  contribute  to  student  success? 

All  students  deserve  an  education  that  prepares  them  for  their  next  step  in  life— whether  that's  going  on 
to  postsecondary  education  or  starting  a  career.  The  Smarter  Balanced  assessmentsystem  will  give 
parents  and  students  accurate  information  about  whether  students  are  on  track  to  graduate  high  school 
readyfor  college  and  the  workplace.  It  will  provide  teachers  with  resources  to  tailor  instruction  to  student 
needs  through  a  digital  library  of  instructional  best  practices.  Importantly,  educators  will  be  able  to  easily 
www.smarterbalanced.org/resources-events/faqs/  Exhibit  5 
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compare  student  achievement  between  schools,  districts,  and  states  to  ensure  that  students  are  mal<ing 
progress. 

For  more  information,  visit  the  Parents  &  Students  page. 


5.  How  do  states  join  Smarter  Balanced? 

Smarter  Balanced  is  a  state-led  consortium,  and  membership  is  open  to  any  state.  To  join,  states  agree 
to  abide  bya  memorandum  of  understanding  (l\/10U)signed  bythe  State's  Commissioner  or 
Superintendent  of  Education,  the  Governor,  and  the  President  of  the  State  School  Board  (if  applicable). 
The  MOU  defines  the  Consortium's  governance  and  decision-making  processes,  describes  how  states 
mayjoin  or  exit  the  Consortium,  and  specifies  other  membership  requirements,  in  addition,  ail  Smarter 
Balanced  member  states  must  have  adopted  the  Common  Core  State  Standards  by  December  31, 
2011.  To  continue  as  a  member  after  the  beginning  of  the  2014-15  school  year,  a  state  must  agree  to 
use  the  Consortium's  tests  as  its  federal  accountability  assessments. 


6.  What  does  it  cost  for  a  state  to  participate  in  tlie  Smarter  Balanced  Assessment  Consortium? 

The  cost  of  developing  the  Smarter  Balanced  assessment  system  is  funded  bythe  U.S.  Department  of 
Education's  Race  to  the  Top  Assessment  Program.  After  development  is  complete,  most  states  can 
expect  to  spend  less  on  Smarter  Balanced  assessments  than  they  do  on  current  assessments.  The 
projected  perpupil  costforthe  summative  assessment  is  $19.81, while  the  Interim  assessments  are 
expected  to  cost  $7.50 — ^for  a  total  of  $27.31  per  student. 

Among  the  31  states  that  provided  estimates  oftheir  current  spending  on  assessments  as  part  of  the 
Smarter  Balanced  grant  proposal,  the  average  per  student  cost  was  $31 .00.  Smarter  Balanced  will  make 
updated  costestimates  available  as  the  development  of  the  assessment  system  progresses. 


7.  How  is  the  Smarter  Balanced  Assessment  Consortium  different  from  the  Partnership  for  the 
Assessment  of  Readiness  for  College  and  Careers  (PARCC)? 

Both  Smarter  Balanced  and  PARCC  are  developing  assessment  systems  aligned  to  the  Common  Core 
State  Standards  (CCSS)  In  English  language  arts/literacy  and  mathematics  with  the  goal  of  preparing  K- 
12  students  for  college  and  career.  However,  there  are  key  differences  between  the  two  consortia.  For 
example,  Smarter  Balanced  assessments  will  use  computer  adaptive  technology,  while  PARCC  will 
use  computerized  assessments  that  are  not  adaptive.  For  a  summary  of  both  design  approaches,  see 
Coming  Together  to  Raise  Achievement:  New  Assessments  for  the  Common  Core  State  Standards,  a 
white  paper  developed  by  Educational  Testing  Service. 


8.  What  will  the  Smarter  Balanced  Assessment  Consortium  provide? 

By  2014,  the  Smarter  Balanced  Assessment  Consortium  will  develop  a  fair  and  reliable  system  of  next- 
generation  assessments  for  English  language  arts/literacy  and  mathematics  for  grades  3-8  and  1 1 

aligned  to  Common  Core  State  Standards.  These  assessments  will  be  administered  online,  allowing 
for  timely  results  that  will  provide  information  to  teachers  to  help  differentiate  instruction.  The 
assessment  system  will  include: 
A  computer  adaptive  summative  assessment  administered  during  the  last  12  weeks  of  the  school 
year.  This  assessment  can  be  used  to  describe  student  achievement  and  growth  of  student  learning 
as  part  of  program  evaluation  and  school,  district,  and  state  accountability  systems. 
Optional  computer  adaptive  interim  assessments  administered  at  locally  determined  intenals.  These 
assessments  provide  information  about  student  progress  throughout  the  year. 
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Formative  tools  and  resources  that  help  teachers  differentiate  instruction  and  meet  the  unique  needs 
of  each  student. 

An  online  tailored  reporting  system  that  provides  access  information  about  student  progress  toward 
college  and  career  readiness. 

To  learn  more,  download  a  one-page  overview  of  the  Consortium. 


9.  How  is  Smarter  Balanced  different  from  current  assessments? 

Smarter  Balanced  is  guided  bythe  belief  thata  balanced,  high-quality  assessment  system — including 
formative,  interim,  and  summative  components — can  improve  teaching  and  learning  by  providing 
information  and  tools  for  teachers  and  schools  to  help  students  succeed.  Timely  and  meaningful 
assessment  information  can  offer  specific  information  about  areas  of  performance  so  that  teachers  can 
follow  up  with  targeted  instruction,  students  can  better  target  their  own  efforts,  and  administrators  and 
policymakers  can  more  fully  understand  what  students  know  and  can  do,  in  order  to  guide  curriculum 
and  professional  development  decisions. 

Smarter  Balanced  assessments  make  use  of  computer  adaptive  technology,  which  is  more  precise  and 
efficient  than  fixed-form  testing.  Teachers,  principals,  and  parents  can  receive  results  from  computeriad 
assessments  in  weeks,  notmonths.  Faster  results  mean  thatteachers  can  use  the  information  from 
optional  interim  assessments  throughout  the  school  year  to  differentiate  instruction  and  better  meetthe 
unique  needs  of  their  students. 

Smarter  Balanced  assessments  will  go  beyond  multiple-choice  questions  and  include  short  constructed 
response,  extended  constructed  response,  and  performance  tasks  that  allow  students  to  complete  an 
in-depth  project  that  demonstrate  analytical  skills  and  real-world  problem  solving. 

For  more  information,  download  the  Smarter  Balanced  Theory  of  Action. 


10.  Do  the  Smarter  Balanced  assessments  support  English  language  learners,  students  with 
disabilities,  and  other  students  with  special  needs? 

The  Smarter  Balanced  assessment  system  will  provide  accurate  measures  of  achievement  and  growth 
for  students  with  disabilities  and  English  language  learners.  The  assessments  will  address  visual, 
auditory,  and  physical  access  barriers — allowing  virtually  all  students  to  demonstrate  what  they  know 
and  can  do. 

Ourwork  is  guided  bythe  Smarter  Balanced  Technical  Advisory  Committee,  as  well  as  advisorypanels 
for  English  language  learners  and  students  with  disabilities.  For  more  information,  download  the 
Accessibility  and  Accommodations  factsheetand  visit  the  Support  for  Under-Represented  Students  page 


11.  Will  students  be  able  to  retake  the  Smarter  Balanced  summative  assessment? 

Smarter  Balanced  will  offer  a  retake  opportunityon  the  CAT  portion  of  the  summative  assessmentfor 
students  who  feel  their  scores  are  inaccurate  or  that  believe  the  test  was  administered  under  non- 
standard circumstances. 


12.  Will  Smarter  Balanced  provide  end-of-course  assessments? 

Smarter  Balanced  is  not  developing  end-of-course  assessments.  The  1 1th  grade  summative 
assessment  will  provide  evidence  that  students  are  college-  and  career-ready.  However,  Smarter 


vwiW.smarterbalanced.org/resources-e\ents/faqs/ 


3/19/13  FrequentlyAsked  Questions  I  Smarter  Balanced  Assessment  Consortium 

Balanced  will  develop  soflware  to  allow  states  to  create  end-of-course  assessments  using  the  interim 
item  bank. 

13.  Will  results  from  Smarter  Balanced  assessments  be  comparable  to  assessments  from  other 

consortia? 

Smarter  Balanced  is  collaborating  with  the  Partnership  for  Assessment  of  Readiness  for  College  and 
Careers  (PARCC)  to  ensure  that  there  is  comparability  across  the  two  assessments  at  the  proficiency 
cut  score  for  every  grade.  Both  consortia  will  jointly  engage  with  technical  and  policy  advisors  to  study 
cross-consortia  comparability. 


14.  A  coalition  of  states  is  developing  next-generation  science  standards.  Will  science  be 
incorporated  into  the  Consortium's  assessments? 

Smarter  Balanced  will  not  include  science  assessments  atthe  time  of  implementation  in  the  2014-15 
school  year.  However,  it  is  likely  that  the  online  test  delivery  options  selected  by  states  (or  the 
Consortium)  will  support  the  delivery  of  online  testscience  assessments  in  the  future — particularly  in 
cases  where  the  science  assessments  are  comprised  of  selected-response  items.  Smarter  Balanced 
will  continue  to  monitor  the  development  and  adoption  of  science  standards. 

The  Next  Generation  Science  Standards  are  being  developed  bya  partnership  that  includes  The 
National  Research  Council,  the  National  Science  Teachers  Association,  the  American  Association  for 
the  Advancement  of  Science,  and  Achieve.  For  more  information,  visit:  http://www.nextgensclence.org. 


15.  To  what  extent  will  the  assessments  measure  21st-century  skills? 

The  Smarter  Balanced  assessment  system  will  measure  the  full  depth  and  breadth  of  the  Common 
Core  State  Standards  in  ELA/literacyand  mathematics.  The  authors  of  the  Common  Core  e)q3licitly 
focused  on  the  cognitive  skills  and  knowledge  that  students  need  to  be  ready  to  succeed  in  entry-level, 
credit-bearing,  academic  college  courses  and  in  workforce  training  programs.  Critical-thinking,  problem- 
solving,  and  communication  skills  are  a  major  focus  in  the  standards.  Through  innovative  items  and 
performance  tasks,  Smarter  Balanced  will  measure  these  important  skills. 

However,  the  Common  Core  authors  also  note  thatthe  standards  are  not  meant  to  encompass 
everything  a  student  should  learn,  or  describe  all  of  the  skills  that  students  need  in  the  21st  century. 

Indeed,  academic  readiness — as  defined  bythe  Common  Core — is  only  part  of  a  more  comprehensive 
set  of  knowledge  and  skills  that  contribute  to  college  and  career  readiness,  such  as  work  habits, 
persistence,  and  postsecondary planning. 


16.  What  happens  after  Smarter  Balanced  assessments  are  implemented  In  the  2014-15  school 

year? 

Smarter  Balanced  has  created  a  SustainabilityTask  Force  that  will  develop  recommendations  about 
how  states  will  procure,  administer,  and  maintain  the  Smarter  Balanced  assessmentsystem  after  the 

federal  grant  ends  in  2014.  The  13-membertaskforce  will  include  the  following  representatives: 
State  chief  who  will  serve  as  co-facilitator  with  the  Smarter  Balanced  chief  operating  officer  (1) 
State  chiefs  to  serve  as  task  force  members  at  large  (2) 
Governors/aides  (2) 
State  leads  (2) 

State  procurement  experts  (2) 
State  central  information  officers  (2) 
Higher  education  representatives  (2) 
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While  the  exact  structure  of  Smarter  Balanced  after  2014  has  notyetbeen  determined,  member  states 
will  be  actively  involved  in  determining  the  future  direction  of  the  Consortium. 


17.  What  is  a  performance  task? 

Performance  tas!<s  challenge  students  to  apply  their  knowledge  and  skills  to  respond  to  real-world 

problems.  They  can  best  be  described  as  collections  of  questions  and  activities  that  are  coherently 
connected  to  a  single  theme  or  scenario.  These  activities  are  meantto  measure  capacities  such  as 
depth  of  understanding,  research  skills,  and  complexanalysis,  which  cannot  be  adequately  assessed 
with  selected-  orconstructed-response  items. 

Performance  tasks  in  reading,  writing,  and  mathematics  will  be  part  of  the  Smarter  Balanced  summative, 
year-end  assessment.  Performance  tasks  can  also  be  administered  as  part  of  the  optional  interim 
assessments  throughout  the  year.  The  performance  tasks  will  be  delivered  bycomputer  (but  will  not  be 
computer  adaptive)  and  will  take  one  to  two  class  periods  to  complete. 


18.  Are  sample  Smarter  Balanced  assessment  questions  available? 

Smarter  Balanced  recently  released  assessment  sample  items  and  performance  tasks  that  illustrate 
the  variety  of  innovative  item  types  students  will  encounter  on  the  Smarter  Balanced  assessments. 
Developed  in  collaboration  with  educators  and  content  experts,  the  sample  items  and  tasks  are  meant 
to  help  teachers,  administrators,  and  policymakers  better  understand  the  Common  Core  State 
Standards  and  prepare  for  the  implementation  of  the  Smarter  Balanced  assessments. 


19.  Does  a  shared  assessment  system  require  a  shared  or  common  curriculum? 

No.  We  believe  that  curriculum  decisions  are  bestmade  by  educators  at  the  local  and  state  levels. 

States  participating  in  the  Smarter  Balanced  Assessment  Consortium  will  have  access  to  professional 
development  materials  and  instructional  resources  for  teachers  through  a  digital  library.  These  tools  are 
optional  and  can  be  used,  as  needed,  to  complement  state  curriculum  supports  to  districts  and 
teachers. 


20.  What  are  the  Common  Core  State  Standards  (CCSS)  and  how  are  they  related  to  Smarter 
Balanced? 

Developed  voluntarily  and  cooperatively  by  48  states,  two  territories,  and  the  District  of  Columbia,  the 
Connmon  Core  State  Standards  offer  schools,  teachers,  students  and  parents  clear,  understandable, 
and  consistent  standards  in  English  language  arts  and  mathematics.  The  CCSS  defines  the  knowledge 
and  skills  students  should  take  awaylrom  their  K-12  schooling  to  be  successfully  prepared  for 
postsecondary  and  career  opportunities.  More  than  40  states  have  adopted  the  Common  Core  State 
Standards. 

Teachers  and  parents  need  information  about  whether  students  are  meeting  the  expectations  set  by  the 
CCSS.  Smarter  Balanced  is  developing  an  assessmentsystem  that  will  measure  mastery  of  the 
Common  Core  State  Standards  and  provide  timely  information  about  student  achievement  and  progress 
toward  college  and  career  readiness.  Educators  will  also  have  access  to  a  robust  library  of  formative 
assessment  resources  and  tools  that  they  can  use  in  the  classroom  to  address  the  individual  needs  of 
their  students. 
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21.  How  do  the  Common  Core  State  Standards  (CCSS)  define  college-  and  career-readiness? 

The  writers  of  tiie  CCSS,  who  included  college  and  universityfaculty,  began  bydefining  the  knowledge 
and  skills  in  mathennatics  and  ELA/literacy  that  students  need  to  be  ready  to  succeed  in  entry-level  credit- 
bearing  coursework  and  the  high-skill  workforce.  To  do  this,  the  standards  writers  consulted  existing 
college  readiness  benchmarks,  research  on  student  academic  preparation,  and  surveys  of  business 
leaders,  as  well  as  content  standards  for  top-performing  states  and  countries.  The  standards-writers 
sought  to  create  standards  that  are: 
Aligned  with  college  and  work  expectations; 

Include  rigorous  content  and  application  of  knowledge  through  high-order  skills; 

Build  upon  strengths  and  lessons  of currentstate  standards; 

Informed  by  top-performing  countries,  so  that  all  students  are  prepared  to  succeed  in  ourglobal 
economy  and  society;  and, 
Evidence  and/or  research-based. 

The  College  and  Career-ready  Standards  were  vetted  by  faculty  around  the  country,  including  panels 
convened  bythe  American  Council  on  Education  in  collaboration  with  leading  scholarly  societies.  Once 
the  College-  and  Career-ready  Standards  were  agreed  upon,  standards  writers  then  created  the  grade 
level  standards,  "back-mapping"  them  to  the  college- and  career-ready  benchmarks.  A  recent  survey  of 
1,800  facuityin  an  array  of  disciplines  ata  diverse  set  of  institutions  found  substantial  agreement  that  the 
CCSS  define  the  knowledge  and  skills  that  students  need  to  be  ready  for  entry-level  coursework. 


22.  What  is  Smarter  Balanced  doing  to  support  states  as  they  implement  the  Common  Core  State 

Standards? 

Smarter  Balanced  is  committed  to  assisting  states  as  they  implement  the  Common  Core  State 

Standards.  These  efforts  include: 
Funded  membership  for  Governing  States  in  the  Council  of  Chief  State  School  Officers'  (CCSSO) 
Implementing  the  Common  Core  Standards  (ICCS)  state  collaborative.  Participation  in  this 
collaborative  provided  an  opportunity  for  states  to  develop  plans  to  assist  students  and  teachers  in 
implementing  the  Common  Core  State  Standards. 

Participating  in  collaborative  efforts,  such  as  the  Math  Common  Core  Coalition,  whose  members  also 
include:  National  Council  of  Teachers  of  Mathematics  (NCTM),  the  National  Council  of  Supervisors  of 
Mathematics  (NCSM),  the  Association  of  Mathematics  Teacher  Educators  (AMTE),  the  Association  of 
State  Supervisors  of  Mathematics  (ASSM),  the  Council  of  Chief  State  School  Officers  (CCSSO),  the 
National  Governors  Association  (NGA),  and  the  Partnership  for  the  Assessment  of  Readiness  for 
College  and  Careers  (PARCC). 

Developing  a  digital  library  of  formative  assessment  practices  and  professional  development 
resources  aligned  to  the  CCSS.  The  library  will  include  examples  of  instructional  best  practices  at 
each  grade  level,  strategies  for  cross-classroom  collaboration,  and  professional  development 
resources  related  to  the  assessmentsystem,  such  as  scoring  rubncs  for  performance  tasks. 


23.  How  is  the  higher  education  community  involved  in  Smarter  Balanced? 

Collaboration  with  higher  education  is  critical  to  achieving  the  goal  of  better  preparing  students  to  enter 
college  and  the  workforce.  Representatives  from  higher  education  are  involved  in  key  design  decisions 
— ^with  the  goal  that  colleges  and  universities  across  Smarter  Balanced  member  states  will  accept  the 
assessment  as  evidence  that  high  school  students  are  ready  for  entry-level,  credit-bearing  coursework. 

Each  member  state  has  appointed  a  higher  education  lead  to  provide  input  in  the  development  of  the 
assessmentsystem  and  coordinate  outreach  to  higher  education  institutions.  In  addition,  two  higher 
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education  leaders  hold  seats  on  the  Executive  Committee  and  higher  education  representatives  serve 
on  Consortium  work  groups. 


24.  Is  the  Smarter  Balanced  summatlve  assessment  designed  for  use  in  college  admissions? 


25.  How  Is  Smarter  Balanced  defining  college-  and  career-readiness? 

Smarter  Balanced  is  developing  assessments  aligned  to  the  full  depth  and  breadth  of  the  Common 
Core  State  Standards  (CGSS).  Through  its  member  states,  and  in  consultation  with  the  lead  standards 
writers  and  other  national  education  e>^erts,  Smarter  Balanced  is  translating  the  CCSS  into 
assessment  targets,  test  blueprints,  and,  ultimately,  assessment  items  and  performance  tasks.  The 
Consortium  also  will  establish  performance  benchmarl<s  that  define  the  level  of  content  and  skill 
mastery  that  marks  students  as  college-  and  career-ready  These  performance  benchmarks  will  be 
determined  through  a  deliberative  and  evidence-based  standard-setting  process,  which  will  include 
input  from  K-12  educators  and  college  and  university  faculty.  Preliminary  performance  standards  will  be 
established  in  2014  after  student  data  have  been  collected  through  pilot  and  field  testing.  Following  the 
Field  Test  in  spring  2014,  the  Consortium  will  conduct  standard  setting  for  the  summative  assessments 
in  grades  3-8  and  grade  1 1  in  ELA/literacyand  mathematics.  These  performance  standards  will  be 
validated  in  July/August  201 5  using  spring  2015  operational  data 


26.  How  will  the  performance  standard  be  set  for  defining  college-  and  career-readiness? 

Higher  education  leads  will  work  with  college  and  university  faculty  to  playa  very  active  role  in  this 
process,  with  higher  education  representatives  playing  a  primary  role  in  establishing  college-  and 
career-ready  standards  for  the  11th  grade  assessment.  In  addition  to  expert  judgment  from  K-12 
teachers  and  higher  education  faculty.  Smarter  Balanced  will  draw  upon  multiple  sources  of  empirical 
data  to  guide  the  setting  of  performance  standards,  including:  international  and  national  benchmarks 
such  as  PISA,  TIMSS,  NAEP,  SAT  and  ACT;  and  information  aboutstudent  performance  In  high  school 
and  subsequent  postsecondarysuccess  from  state-level  longitudinal  data  systems. 


27.  How  will  scores  on  the  Smarter  Balanced  assessment  support  differentiating  student 
performance  for  the  purpose  of  placement? 

A  primary  goal  of  the  Smarter  Balanced  system  is  the  commitment  by  higher  education  institutions  to 
recognize  an  agreed-upon  uniform  performance  level  on  the  11th  grade  summative  assessment  as 
evidence  that  students  are  readyfor  entry-level,  credit-bearing  courses  in  English  and  mathematics  and 
should  be  e>ffimpted  from  remedial  or  developmental  coursework.  If  students  score  at  the  college-ready 
level  and  wish  to  take  more  advanced  courses,  additional  information  would  be  needed  to  mal<e  specific 
course  placement  decisions.  Likewise,  if  students  score  below  the  college-ready  level,  a  placement  test 
or  diagnostic  assessment  maybe  needed  to  determine  their  developmental  needs. 


28.  How  will  Smarter  Balanced  validate  its  college-  and  career-readiness  benchmark? 

A  substantial  research  program  has  been  designed  and  is  being  refined  to  validate  and  make 
adjustments  to  the  college- and  career-readystandard  after  fuli-scale  administration  begins  in  2014-15. 
Because  of  the  rigorous  standard-setting  process  planned,  it  is  anticipated  that  the  initial  college-  and 
career-ready  benchmark  will  be  predictive  of  student  performance  in  the  first  year  of  college. 
Nonetheless,  it  will  be  important  to  validate  the  standard,  and  make  any  necessary  adjustments,  once 
postsecondary  performance  data  are  available  for  students  who  have  taken  the  Smarter  Balanced 
assessments. 
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29.  How  is  Smarter  Balanced  developing  achievement  level  descriptors  (ALDs)? 

Achievement  level  descriptors  (ALDs)  are  text  statements  that  articulate  the  knowledge,  skills,  and 
abilities  represented  at  different  categories  of  performance  on  the  Smarter  Balanced  assessments, 
including  the  college-  and  career-ready categoryfor  the  high  school  assessment.  Theydescribe  how 
students  are  progressing  toward  mastery  of  the  Common  Core  State  Standards  and  provide  clear 
explanations  of  student  performance  for  policymakers,  educators,  and  parents. 

Smarter  Balanced  has  developed  an  inclusive,  collaborative  process  for  drafting  initial  ALDs  In 
collaboration  with  K-12  teachers  and  higher  education  faculty  nominated  bymemberstates,  as  well  as 
content  experts.  Draft  ALDs  will  be  available  for  feedback  begining  late  November2012.  Preliminary 
ALDs  are  expected  to  be  finalized  by  March  2013  by  Governing  States.  For  more  information,  click  here  to 
download  an  overview  of  the  ALD  development  process. 


30.  How  are  teachers  involved  in  creating  the  Smarter  Balanced  assessment  system? 

Smarter  Balanced  is  committed  to  engaging  teachers  in  the  design  of  an  assessment  system  that 
provides  resources  and  information  to  improve  teaching  and  learning.  Teachers  are  helping  write  and 
review  assessment  items  and  performance  tasks  for  the  Pilot  Test  of  the  assessmentsystem  in  early 
2013.  Teachers  will  also  contribute  to  the  development  of  items  for  the  Field  Test  in  early 2014.  More 
Information  about  item  development  is  a\«ilable  in  a  series  of  online  trainings  for  item  writers  and 
reviewers. 

In  addition.  Smarter  Balanced  will  recruit  teams  of  teachers  from  each  state  to  evaluate  formative 
assessmenttools  and  resources  and  contribute  to  professional  learning  resources  available  through 
the  assessmentsystem.  Finally,  teachers  will  score  parts  of  the  assessments,  including  extended 
response  and  performance  tasks. 


31.  How  can  schools  participate  in  the  Pilot  Test  of  the  assessment  ^stem? 

Smarter  Balanced  will  conduct  a  Pilot  Test  of  the  assessmentsystem  beginning  in  February  20 13.  The 
PilotTestwil!  include  items  and  performance  tasks  currently  under  development  and  will  provide 
information  about  how  these  items  and  tasks  perform  in  a  real-world  setting.  Participation  in  the  Pilot 
Test  will  be  open  to  all  schools  in  the  Consortium  and  will  include  students  from  grades  3-11 .  Additional 
Information  about  how  to  participate  in  the  Pilot  Test  will  be  made  available  to  states  In  November  2012. 


32.  How  will  teachers  be  selected  to  participate  in  the  State  Networks  of  Educators? 

Smarter  Balanced  is  committed  to  involving  teachers  in  the  development  and  vetting  of  formative 
assessment  practices  and  professional  learning  opportunities.  Beginning  in  the  2012-13  school  year. 
Smarter  Balanced  will  convene  State  Leadership  Teams  charged  with  recruiting  an  average  of  100 
educators  per  state  to  form  State  Networks  of  Educators.  These  educator  networks  will  provide  feedback 
on  the  development  of  formative  assessment  resources  and  professional  learning  tools.  They  will  also 
serve  as  ambassadors  to  help  states  engage  stakeholders  with  resources  and  trainings  to  understand 
and  interpret  assessment  results.  It  is  expected  that  states  will  work  with  existing  networks  for 
professional  development,  and  will  invite  the  regional  representatives  of  professional  organizations  to 
recommend  teachers  to  participate  in  the  sessions.  Additional  information  will  be  available  in  early2013. 
For  more  information  about  the  development  of  formative  assessment  resources,  download  the 
Formative  Assessment  Master  Work  Plan. 


33.  How  does  computer  adaptive  testing  (CAT)  work? 
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The  Smarter  Balanced  assessment  system  capitalizes  on  the  precision  and  efficiency  of  computer 
adaptive  testing  (CAT)  for  both  the  mandatorysummative  assessment  and  the  optional  interim 
assessments.  This  approach  represents  a  significant  improvement  over  traditional  paper-and-pencil 
assessments  used  in  manystates  today.  Computer  adaptive  testing  adjusts  to  a  student's  ability  by 
basing  the  difficulty  of  future  questions  on  previous  answers,  providing  more  accurate  measurement  of 
student  achievement,  particularlyfor  high  and  low-performing  students.  For  more  information,  download 
a  CATfactsheetand  webinar. 


34.  What  if  my  school  or  district  does  not  have  the  infrastructure  to  support  computer  adaptive 
testing? 

Smarter  Balanced  is  committed  to  helping  states  transition  successfully  to  next-generation 
assessments.  Smarter  Balanced  and  the  Partnership  for  Assessment  of  Readiness  for  College  and 
Careers  (PARCC)  have  collaborated  on  a  Technology  Readiness  Tool  to  help  states  identify 
infrastructure  gaps  and  plan  for  future  needs. 

The  Technology  Readiness  Tool  allows  schools  to  capture  and  report  key  readiness  indicators, 
including:  number  and  type  of  computers;  local  network  and  bandwidth  infrastructure;  and  local  staff 
resources  and  other  information  needed  to  evaluate  overall  technology  readiness  for  the  coming 
transition  to  digital  delivery  of  assessments. 

The  firstdata  collection  window  served  as  a  baseline  inventory  of  technologyand  supporting 

infrastructure  thatwill  inform  policy  and  improvements  of  the  tool.  Subsequent  data  collection  is 
scheduled  for  fall  2012,  spring  2013,  fall  2013,  spring  2014,  and  summer  2014.  For  more  information 
abouttechnologyrequirements,  visitthe  Technology  page. 


35.  What  are  the  technology  requirements  to  administer  the  Smarter  Balanced  assessments? 

Smarter  Balanced  is  working  with  member  states  to  develop  comprehensive  minimum  technology 
requirements  detailing  bandwidth,  hardware,  and  operating  system  specifications  for  devices  eligible  to 
administer  the  assessments  beginning  In  the  2014-15  school  year.  These  guidelines  will  be  informed 
bythe  results  of  the  Technology  Readiness  Tool  and  are  expected  to  be  released  in  late  2012. 

To  help  schools  and  districts  make  instructional  technology  purchases  over  the  next  two  years,  Smarter 
Balanced  has  developed  new  hardware  purchasing  guidelines.  These  hardware  and  operating  system 
guidelines  are  meant  to  inform  current  and  future  purchasing  decisions  to  ensure  that  new  devices  are 
compatible  with  the  Smarter  Balanced  assessment  system  in  2014-15. 
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This  section  summarizes  state  counts  and  percentage  of  device 

entries  where  device  OS  fields  were  either  left  blank  or  marked 
as  "Other/Unknown  OS"  in  the  device  entry  for  schools  that 
have  at  least  1  devices  entered  into  the  TRT. 
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This  section  summarizes  counts  and  percentages  of  devices 
where  the  operating  system  is  a  VUindows  product.  The 
percentage  is  based  on  percent  of  total  counts  The  oldest 
supported  Windows  operating  system  is  Windows  XP  with  the 
division  of  service  pack  2  and  service  pack  3  added  after  the 
7/15  snapshot  The  newest  are  Windows  S  and  Windows  RT 
which  became  available  for  selection  after  the  7/15  snapshot. 
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This  section  summarizes  counts  and  percentages  of  device 
entries  where  the  operating  system  is  an  Apple  product. 
This  list  includes  operating  systems  for  computers,  mobile 
devices  and  tablets. 


This  section  summarizes  counts  and  percentages  of  devices 
where  the  operating  system  is  a  Unux  product.  The  Unux 
operating  systems  listed  are  the  only  Unux  systems  available 
for  selection  from  the  TRT. 
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The  first  %  is  schools  that  have  indicated  complete  compared 
to  the  total  number  of  schools  entered  into  theTRT.  the 
second  %  represents  the  number  of  schools  that  have  at  least 
one  device  input  in  the  TRT.  
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This  section  summarizes  counts  and  the  percerrtages  of 
device  entries  where  the  operating  system  is  an  Google 
product.  This  list  includes  operating  systems  for  both  Android 
and  Chrome  available  for  selection  in  theTRT. 


This  section  summarizes  counts  and  percentages  of  screen 
resolutions  entered  into  the  TRT.  All  screen  resolutions 
greater  than  1024  x  768  are  summed  together.  The  total 
count  of  screen  resolution  selections  is  equal  to  the  total 
count  of  devices  entered  into  the  TRT  and  the  sum  of 
percentages  equals  100%. 


•Thii 


This  section  summarizes  counts  and  percentages  of  memory 
ranges  entered  into  the  TRT.  All  memory  ranges  greater  than 
4GB  are  summed  together.  The  total  count  of  memory 
selections  equals  the  total  count  of  devices  entered  into  the 
TRT  and  the  sum  of  percentages  equals  100%. 


21.49%  ^his  section  summarizes  counts  and  percentaRes  of  display 
size  entered  into  the  TRT.  All  display  sizes  greater  than  12.9 
inches  are  summed  together.  The  total  count  of  display  size 
selections  equals  the  total  number  of  devices  entered  Into  the 
TRT.  The  sum  of  percentages  equals  100% 
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This  section  summarizes  counts  and  percentages 

describing  devices  types.  Each  device  type  includes 
disaggregated  display  size  counts  and  percentages  for 
each  device  type  available  in  the  TRT.  Display  sizes  (ei^ 
blank  are  not  included  3t  the  device  level  so  the  count  by 
display  size  may  not  equal  the  total  for  each  device  type. 
The  percentage  value  for  device  type  is  a  percentage 
based  on  total  devices  and  the  percentages  for  display 
si2es  represents  a  percentage  for  each  device  type. 

For  example,  in  Missouri  there  were  reported  108,161 
traditional  computer  devices  with  99.42%  and  of  these 
have  3  display  size  of  12.9  or  greater. 
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Education 

Value-added  remodelling 

America's  schools  are  getting  their  hi^est  overhaul  in  living  memory 

Mar  16th  2013  |  Fromthe  print  edition 

"THIS 

BUSINESS", 
SAYS  John 
Demby,  the 
principal 
(headmaster) 
of  Sussex 
Tech,  a  high 

school  in  Delaware,  "has  changed  dramatically  in  a  very  short  period."  This  year,  like  all 
principals  in  the  state,  he  is  evaluating  teachers  under  a  new  system  for  the  first  time.  The  state 
is  also  adopting  a  new  curriculum  for  English  and  maths,  the  "common  core".  That  will  require 

changes  to  the  state's  regular  computerised  tests  for  students,  themselves  only  three  years  old. 
On  top  of  all  that,  Sussex  Tech  is  launching  a  scheme  to  allow  students  to  start  accumulating 
college  credits  while  still  in  high  school.  And  it  is  overhauling  the  vocational  training  it  offers  in 
order  to  serve  local  businesses  better  and  to  provide  students  with  more  useful  qualifications. 

vww.economlst.corn/news/special-report/21573281-anTericas-schools-are-getflng-their-biggest-o\erhaul-liyng-  Exhibit  7 
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It  is  not  just  Sussex  Tech;  all  Delaware's  schools  are  undergoing  a  similar  upheaval,  thanks  to  a 
series  of  reforms  championed  by  Jack  Markell,  Delavyrare's  governor.  He  has  made  education 
reform  a  centrepiece  of  his  tenure  because  he  sees  it  as  critical  to  the  state's  competitiveness.  (It 
is  the  states  that  regulate  education  in  America,  although  the  federal  government  often  tries  to 
bribe  them  to  adopt  its  pet  policies.) 

Mr  Markell  is  especially  proud  of  the  loo  children  at  the  Mcllvaine  Early  Childhood  Centre,  a 
kindergarten  in  the  hamlet  of  MagnoMa,  who  are  being  taught  exclusively  in  Mandarin  for  half 
of  each  day.  Beneath  gaudy  paper  dragons  the  five-year-olds  adopt  poses  that  mimic  the 
Chinese  characters  for  the  numbers  one  to  ten.  Barely  three  months  into  the  school  year  all  of 
them  were  able  to  count  to  loo  in  both  English  and  Chinese,  way  ahead  of  curriculum 
requirements,  says  the  principal. 

Mr  Markell  plans  to  expand  immersion  classes  like  these  from  340  to  1,000  students  next  year 
and  hopes  to  reach  10,000  in  a  decade.  But  he  is  also  enthusiastic  about  more  workaday 
schemes,  including  one  which  aims  to  increase  the  quahty  of  pre-schools  that  take  in  poor 
children  on  state  subsidies,  so  that  they  will  be  up  to  speed  when  they  start  school. 

On  your  marks 

Since  he  took  office  in  2009,  Mr  Markell  has  campaigned  to  overhaul  most  aspects  of  education 
in  the  state,  paying  particular  attention  to  raising  standards  for  both  children  and  teachers, 
especially  in  the  worst  schools.  Those  also  happen  to  be  the  main  targets  of  Mr  Obama's  biggest 
initiative  in  education,  Race  to  the  Top  (RTT),  which  awards  grants  on  a  competitive  basis  to 
states  and  school  districts  that  present  the  best  plans  for  such  improvements.  Delaware  was  the 
first  state,  along  with  Tennessee,  to  win  a  Race  to  the  Top  grant,  in  2010. 

Nineteen  states  have  now  received  RTT  grants,  and  all  but  four  have  apphed  for  them.  Along 
the  way  they  have  undertaken,  among  other  things,  to  conduct  more  rigorous  evaluations  of 
both  students  and  teachers,  to  make  better  use  of  the  resulting  data  and  to  foster  charter 
schools,  meaning  state-funded  schools  that  operate  independently  of  local  school  districts.  The 
federal  government  is  also  encouraging  the  adoption  of  the  common  core,  developed  by  a  group 
of  state  governments  to  deal  with  inconsistencies  and  lax  standards  in  their  individual 
curriculums. 

All  this  comes  on  the  heels  of  the  previous  federal  education  reform.  No  Child  Left  Behind, 
which  required  schools  to  show  big  improvements  in  students'  test  scores.  In  fact  the  targets 
were  so  demanding  that  34  states  have  had  to  ask  the  Obama  administration  to  waive  them.  It 
has  done  so,  but  only  on  condition  that  they  follow  RTT-like  policies. 


vww.econQmistxom/ne\fts/special-report/21573281-americas-schools-are-getUng4heir-biggesl-o\firhaul-liy'ng-t^ 
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The  result  has  been  a  dramatic  acceleration  of 
reforms  in  America's  public  schools,  at  least  on 
paper.  All  but  five  of  the  50  states  have  adopted 
the  common  core.  All  but  eight  now  allow  charter 
schools  (see  chart  4).  Thanks  to  No  ChUd  Left 
Behind,  they  all  now  track  and  publish  the 
performance  of  individual  schools  and  intervene 
at  the  feeblest  ones.  Most  states  also  have  some 
sort  of  evaluation  ^stem  for  teachers. 


I  Education  reforms 

O  Teacher  evalualion  tied  to  students'  perfofmance 


01    irJ  /  \ 
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V. 

fn  Charter  schMls  permitted 


D  "CommoTi  core"  teaching  standards  adopletf 


Many  states  have  gone  beyond  the  changes 
demanded  by  the  federal  government.  Seventeen 
now  offer  vouchers  for  use  in  private  schools  to 
some  students  or  give  tax  breaks  to  people  who 
donate  to  scholarship  funds.  Thirty-eight  are 
experimenting  with  new  pay  structures  for 
teachers  or  principals,  often  with  a  performance- 
related  element.  Thirty-seven  had  applied  for 
RTT-like  grants  to  boost  attendance  at  and 
quality  of  pre-schools,  even  before  Mr  Obama 
announced  a  push  to  improve  and  expand  early- 
childhood  education  last  month.  From  nurseries 
to  technical  colleges,  in  short,  America  is 
subjecting  its  schools  to  a  vigorous  shake-up. 

How  effective  all  these  changes  wiQ  be  is  not  yet 
clear.  In  Delaware  Mr  Markell  points  to  last  year's 
double-digit  increases  in  the  proportion  of 
students  rated  "proficient"  in  reading  and  maths 
in  statewide  tests.  But  only  nationwide  tests,  due 

to  be  conducted  later  this  year,  wiU  provide  a  comparative  measure  of  the  state's  progress. 
The  proof  of  the  pudding 

Equally,  it  is  far  too  early  to  tell  whether  all  the  tumult  in  education  policy  wiQ  lift  America  up 
in  the  international  rankings.  But  its  supposedly  dire  performance  in  these  comparative  tests 
needs  qualifying  anyway.  The  results  of  the  two  most  widely  cited  ones,  PISA  and  TIMSS,  are 
inconsistent.  TIMSS,  which  is  put  together  by  an  international  consortium  of  research  institutes, 
puts  America  in  or  near  the  top  ten  in  maths  and  science,  with  Russia  among  the  countries  that 


Cenlffl  for  Educslon  Rctoir-;  tenron  C&fe  Slats  Slandsiqis  Inili^lw 
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consistently  beats  it.  PISA,  compiled  by  the  OECD,  puts  America  much  lower  down  but  still  well 
ahead  of  Russia.  Neither  has  been  around  for  very  long  (12  years  for  PISA,  18  for  TIMMS),  and 
although  America  has  never  been  rated  especially  highly,  by  and  large  its  scores  are  improving. 
Moreover,  certain  states,  most  notably  Massachusetts,  perform  far  better  than  the  national 
average. 

Most  academic  research  suggests  that  the  education  reforms  of  recent  years  have  produced  only 
small,  if  any,  improvements  in  students'  test  scores.  So  far  the  effects  of  introducing  charter 
schools,  vouchers  and  tougher  standards  for  schools,  teachers  and  students  have  been 
underwhelming,  says  Bill  Evers,  a  former  assistant  secretary  of  education.  It  does  not  help  that 
teachers'  unions  dislike  charter  schools  and  vouchers  and  are  suspicious  of  RTTs  enthusiasm  for 
"value-added  modelling",  which  involves  predicting  a  student's  future  test  scores  from  his  past 
results  and  then  measuring  a  teacher's  effectiveness  by  the  divergence  between  prediction  and 
actual  performance.  Naturally  enough,  teachers  are  all  the  more  reluctant  if  their  pay  is  to  be 
tied  to  the  assessments. 

Such  misgivings  can  be  alleviated,  however.  Delaware  has  painstakingly  developed  teacher- 
evaluation  systems  for  eveiy  thing  from  art  to  repairing  cars,  and  spent  most  of  its  RTT  grant  on 
training  teachers  to  cope  with  all  the  upheaval.  Mr  Demby,  the  Sussex  Tech  principal,  has  been 
provided  with  no  fewer  than  three  different  coaches:  to  teach  him  how  to  conduct  the  new 
evaluations,  to  use  a  new  data  system  tracking  student  achievement  and  (no  wonder)  to 
manage  his  time  efficiently.  Mr  Markell,  in  his  "State  of  the  state"  address  this  year,  proposed 
raising  teachers'  starting  salaries  and  paying  bonuses  to  "teacher  leaders".  The  federal 
Department  of  Education  gave  Delaware's  RIT  application  extra  marks  because  it  had  the 
support  of  the  local  teachers'  unions. 

Vicki  Phillips  of  the  Bill  &  Mehnda  Gates  Foundation,  a  charity  that  spends  hundreds  of  millions 
of  dollars  a  year  tiying  to  improve  education  in  America,  points  out  that  the  broad  principles  of 
reform  are  now  largely  accepted.  The  diive  for  more  rigorous  and  consistent  teacher  evaluation 
has  come  from  a  Democratic  administration,  despite  the  party's  ties  with  the  trade  unions.  The 
unions  themselves  generally  do  not  dispute  the  need  for  higher  standards  and  greater 
accountability,  but  quibble  with  the  speed  and  detail  of  the  measures. 

A  similar  consensus  has  emerged  on  the  reforms  to  improve  vocational  training.  In  spite  of  the 
high  unemployment  rate,  many  businesses  complain  that  they  cannot  find  enough  qualified 
candidates  to  fill  their  vacancies.  A  survey  conducted  last  year  by  McKinsey,  a  consultancy, 
found  that  87%  of  educational  institutions  thought  they  had  prepared  their  students  well  for 
employment,  but  only  49%  of  employers  agreed  that  their  new  employees  had  the  training  they 
needed.  A  similar  survey  of  American  manufacturing  firms  in  2011  by  Deloitte,  another 
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consultancy,  found  that  67%  had  trouble  finding  the  right  people,  and  that  5%  of  their  jobs 
remained  unfilled  for  lack  of  suitable  applicants.  BCG,  yet  another  consultancy,  downplays  the 
current  "skiUs  gap"  but  nonetheless  estimates  that  by  2020  America  will  be  short  of  some 
875,000  machinists,  welders,  industrial  mechanics  and  the  like. 

Mr  Obama  pledged,  as  part  of  his  re-election  campaign,  to  put  an  extra  2m  people  through 
community  colleges,  which  offer  two-year  associate's  degrees  and  technical  qualifications  rather 
than  bachelor's  degrees,  which  typically  take  four  years.  To  make  sure  they  learn  the  right  skills, 
he  has  advocated  close  partnerships  between  these  colleges  and  local  businesses  and  suggested 
steering  more  money  to  colleges  or  teachers  whose  students  find  work.  Last  year  he  included  a 
request  for  $8  billion  to  pay  for  all  this  in  his  proposed  budget,  but  Congress  demurred.  Even 
wiliiout  its  help,  however,  community  colleges  around  the  country  are  embarking  on  these  sorts 
of  reforms.  Last  year  24  states  adopted  laws  intended  to  increase  access  to  technical  education 
or  align  it  better  to  the  needs  of  local  businesses. 

Cheryl  Hyman,  the  boss  of  Chicago's  network  of  community  colleges,  is  only  too  aware  of  the 
pitfalls  of  poor  training.  In  the  1980s  she  spent  three  montihis  studying  for  an  IT  qualification 
that  cost  her  $3,500  in  tuition  fees  and  turned  out  to  be  useless.  To  ensure  that  none  of  the 
120,000  students  in  Chicago's  cily  colleges  suffers  a  similar  fate,  she  is  working  with  Mr 
Emanuel,  the  mayor,  on  a  programme  called  College  to  Careers. 

First,  the  city  consulted  local  companies  and  economists  to  find  out  what  qualifications  were  in 
demand  now  or  would  be  in  the  future.  It  then  enlisted  businesses— 84  so  far— both  to  help 
shape  the  curriculum  in  those  fields  and  to  give  students  opportunities  for  work  experience.  This 
arrangement  is  good  for  both  parties,  says  Larry  Goodman,  the  CEO  of  Rush  University 
Medical  Centre,  a  local  hospital.  Employers  can  be  sure  of  a  steady  stream  of  qualified  job 
candidates  and  can  see  them  at  work  before  making  any  hiring  decisions.  Students,  for  their 
part,  gain  practical  experience  and  can  be  sure  that  they  are  learning  marketable  skills. 

Ms  Hyman  is  also  trying  to  make  sure  that  the  training  the  city  colleges  offer  is  "stackable", 
allowing  students  to  gain  qualifications  without  wasting  time  and  money  going  over  the  same 
ground  twice.  For  example,  local  universities  have  agreed  that  they  will  accept  a  sequence  of 
increasingly  advanced  nursing  certificates  earned  at  the  college  to  replace  the  first  two  years  of  a 
four-year  nursing  degree. 

Pile  them  high,  get  them  cheap 

All  this  allows  students  to  rack  up  qualifications  faster  and  more  cheaply.  That,  in  turn,  makes 
them  less  likely  to  drop  out  and  helps  them  pay  for  further  studies.  Many  places,  including 
Chicago  and  Delaware,  are  encouraging  (and  paying  for)  dual  enrolment  in  high  school  and 
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community  colleges  or  universities,  in  order  to  shift  more  people  into  this  virtual  cycle  earlier  in 
life.  Kansas  is  going  even  further,  paying  a  'Tiounty"  to  high  schools  for  each  student  who  earns 
a  technical  quaMfication. 

At  Sussex  Tech  students  will  soon  be  able  to  earn  enough  credits  for  half  a  bachelor's  degree 
from  a  local  university,  at  no  extra  cost,  saving  them  tens  of  thousands  of  dollars  in  tuition  fees. 
As  it  is,  they  can  get  a  certification  in  dental  radiology  as  juniors,  for  example,  and  then  qualify 
as  dental  assistants  as  seniors— and  this  is  just  one  of  15  technical  subjects  in  which  the  schools 
offers  qualifications.  In  a  mock  dentist's  practice  a  mop-haired  teenager  leans  over  a  classmate's 
open  jaw,  muttering  something  about  "adjusting  the  rheostat".  A  poster  behind  him  gives  details 
of  orthodontists'  pay  scales,  Mr  Demby  looks  on  with  pride,  "As  schools,"  he  says,  "we  have  to 
create  a  smarter  product  to  be  competitive," 
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No  Child  Left  Behind 
Flexibility  Waiver  Request 

The  Department  of  Elementary  and  Secondary  Education  received  the  go-ahead  from  the  State  Board  of 
Education  during  its  Dec.  1-2  meeting  to  publicly  share  a  first  draft  of  what  could  become  Missouri's  flexibility 
waiver  application  for  the  No  Child  Left  Behind  Act  (NCLB). 

Based  on  feedback  we  have  received  during  our  public  comment  period,  we  have  made  changes  to  the  initial 
draft  and  are  now  looking  for  additional  public  feedback  regarding  draft  two. 

The  U.S.  Department  of  Education  is  inviting  each  state  education  agency  to  voluntarily  submit  an  alternate 
proposal  that  would  provide  state  and  local  education  leaders  with  flexibility  regarding  specific  requirements 
ofNCLB. 


The  waiver  would  allow  states  to  exchange  current  regulatory,  administrative  and  reporting  requirements  for 
comprehensive  state-developed  plans  designed  to  improve  educational  outcomes  for  all  students. 
The  state  education  department  is  now  inviting  the  public  to  review  the  draft  and  provide  input  to  the  waiver 
application  and  the  three  principles  addressed  in  the  criteria: 

•  College  and  career-ready  expectations  for  all  students 

«    State-developed  differentiated  recognition,  accountabflity  and  support 

•  Support  for  effective  instruction  and  leadership 

Additional  information  is  available  for  review  on  the  Missouri  ESEA  Flexibility  Web  page  at: 
dese.mo.gov/qs/esea-waiver.html 

®    Introductory  presentation  [2 2 -minutes,  recorded] 
®    Frequently  Asked  Questions 

•  Additional  information 


The  Department  continues  to  collect  public  feedback.  Revisions  will  be  made  as  needed  before  taking 
the  waiver  application  to  the  State  Board  of  Education  for  consideration  on  Jan.  17, 2012. 


Please  submit  feedback  via  email  to:  esea@dese.mo.gov 
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Growth  Model 


As  a  part  of  analyzing  and  expanding  the  state  scoring  system,  the  Department  initiated  a 
timely  and  important  project  to  pilot  measures  of  student  growth  in  achievement.  The 
Department  conducted  this  pilot  project  in  order  to  learn  more  about  the  policies  and 
procedures  required  to  accurately  report  and  appropriately  use  valid  and  reliable  student 
growth  data. 

This  two-year  pilot  began  in  the  fall  of  2010  and  will  conclude  in  the  fall  of  2012.  All 
Missouri  school  districts  were  invited  to  participate  in  the  pilot  One  hundred  fifty-seven 

are  participating.  Representatives  from  the  Governor's  office,  Missouri  School  Boards 
Association,  Missouri  Association  of  School  Administrators,  Missouri  Association  of 
Elementary  School  Principals,  Missouri  Association  of  Secondary  School  Principals, 
Missouri  Department  of  Higher  Education,  Missouri  American  ]^^ation  of  Teachers, 
Missouri  National  Education  Association,  Missouri  State  Teachfrs  msociation,  and 
Missouri  Parent-Teacher  Association  provide  oversight  and\|uBan|p  fgj^the  project  and 
serve  as  the  project  steering  committee.  v.-V"^ 


During  the  regional  meetings,  stakeholders  supported  the  u^)f%rowth  data  in  the  district 
accountability  system.  The  department  continu^M  its  study  ro  consider  how  growth  data 
will  be  incorporated  into  MSIP  5.  These  deci^i^^^be  included  in  the  MSIP  5  APR 
scoring  guide. 


Annual  Measurable  Objectives 

Missouri's  goal  of  moving  towMds  oit^i^oiMiability  system  will  be  reflected  in  AMDs  that 
are  ambitious  yet  attainablkjvPerform»c  levels  for  each  indicator  and  overall  system 
performance  are  to  be  detmnin^^g^ng  guide  advisory  committee  meetings  are 
currently  underway.  I^ifenial  ion  will  be  added  to  this  document  once  it  is  available  in 
January. 

Reward  Schools 

Incentivizing  and  rewarding  performance  for  high  achievement  has  proven  successful  at 
the  district  level  for  Missouri.  The  Department  agrees  that  schools  will  benefit  as  well  from 
incentive  and  rewards  to  help  support  the  acceleration  of  the  improvement  process. 

Criteria  to  be  utilized  in  identifying  schools  will  be  available  upon  the  development, 
completion,  and  approval  of  the  scoring  guide.  This  section  will  be  modified  once  the 
Scoring  Guide  is  available  in  January. 

Priority  Schools 

The  criteria  for  identifying  priority  schools  will  be  available  upon  the  development, 
completion,  and  approval  of  the  scoring  guide.  This  section  will  be  modified  once  the 
Scoring  Guide  is  available  in  January. 
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MISSOURI  STATE  BOARD  OF  EDUCATION  AGENDA  ITEM:  January  2013 

UPDATE  ON  EDUCATOR  EVALUATION  PILOT 


STATUTORY  AUTHORITY: 

□      Consent  □ 

Action  X 

Report 

Section  161.380.22,  RSMo 

Item 

Item 

Item 

DEPARTMENT  GOAL  NO.  3: 


Missouri  will  prepare,  develop,  and  support  effective  educators. 
SUMMARY: 

A  first  version  of  the  Educator  Evaluation  System  was  completed  and  presented  to  the  State  Board  of 
Education  in  June  2012.  It  was  then  presented  to  educators  in  a  series  of  brealcout  sessions  at  the 
Administrator's  Conference  later  that  summer.  Following  the  conference,  regional  orientation  meetings 
were  conducted  across  the  state  to  provide  further  infonnation  to  educators  about  the  state's  model  and 
to  orientate  them  to  the  Essential  Principles  of  Effective  Evaluation.  These  principles  reflect  current 
research  on  how  to  accurately  assess  perfonnance  and  promote  growth  in  practice.  As  articulated  in 
Missouri's  NCLB  Waiver,  the  local  evaluation  process  in  every  district  in  the  state  must  align  to  these 
principles.  As  such,  distiicts  during  the  orientation  meeting  conducted  an  audit  of  their  local  process  to 
determine  the  cmrent  extent  of  alignment. 


Significant  efforts  are  cuiTcntly  undemay  that  build  on  this  initial  work.  A  statewide  pilot  project  is 
being  conducted  in  104  distiicts  across  the  state  to  test  the  system's  process  and  to  gather  feedback  on 
potential  revisions.  In  addition,  guidelines  are  being  created  to  offer  additional  support  to  districts. 
These  guidelines  are  informed  by  data  collected  through  the  regional  orientation  meetings  and  are 
specific  to  the  essential  principles  of  effective  evaluation. 


PRESENTER(S): 

Paul  Katnik,  Interim  Assistant  Commissioner,  Office  of  Educator  Quality,  will  assist  with  the 
presentation  and  discussion  of  this  agenda  item. 
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Develop  Guidelines  for  the  Essential  Principles 


Missouri  Educator  Evaluation  System 
RegtonsI  Orientation  Meetings 


Nariiwest  Orfcntsrtifln  Meetings 
Aug  S :  Sept  IS,  25;  Oct  4,  SO;  Kov-  li ,  5,  B 
Sspster.  Tmmiss(Hiri.eda''n]dC'' 


Kansas  City  OiicEtafioii  Me&tii^s 
3PDC:  Au£29,30:Sept20 

PDK:  Alls 21:  Septi5, 13,27 
SeEEten  Ekcndi  com 


Nortliead  OrientitiginMMji]^ 
Ai^  24,30;  S^r  IL 13, 17, 24  27 
Eesjster:  iwictmiimeda 


Cented  OiimtalionMMHiiy 

.Aug  29, 30:  Sept  Id',  17;  Oct  22, 30;  51;  Nw  1, 5, ' 
EaiistH:  pnnn.ada'nidc' 


Ml$5<jurl  FCPDCs 

;  I  ?ft||ri!t||  WMft 

ii  iMButoii  BiKoifl  -  Wunm 

iSlaiihifBmt-llalj 


Sontbinst  Orieniatuia  Mcetiiigs 

ESDC:  Aug  S,J>,2L22,2J;  &ept6, 7, 10, 11, 19;  Oct  22, 24 
EfgktEn  edncaioi  -mi'sotgisae.Eda'EPdc' 

SaminvEsiCaaer.  Sspi  5,13,25;OCT30;K!jr  l5 
SegistE  5og«inreacMBH-.oig  .  .... 


St  Lam  OraestxtnaMeeti^gs 
SE5r5,24;Oall,,30;N(Fi-7 


Heart  «f  Misomi 
Oneiita.tiii]iiUiei!liBgs 
Oct  22, 31;  Kop  6,7, 12,13,20 
RggislBr.  begrto6msstimiTPdc.oig 


Sonfii  Cadi^  OdcDititBtn  Mce&tgs 

ATJg:22,23,2S;S5i7-14,2Q;Od:5,  Ii 
llEgisEn  imiciasEedn. 


Aug  17, 21,23:  Sept  6;  Oct'S;  Nw?  fi,  7,  B 
FdSBSEe  unaii.edtt^nida' 


Attendance: 
^  Nearly  400  districts 
^ Over  1,300  participants 
^  10  universities 


Regional  Orientation  Meetings 


Ttie  audit  of  the  local  evaluation  process  was  conducted  using  5  criteria  for  each  of  the 
seven  principles.  Overall,  districts  rated  highest  and  lowest  on  the  following: 

Principle  1:  Research-based  proven  practices 

•High  -  practices  are  research-based  and  proven 
•Low  -  aligned  to  Senate  Bill  291 

Principle  2:  Differentiates  levels  of  an  educator's  performance 
•High  -  includes  a  minimum  of  3  levels 

•Low  -  each  level  is  discrete  &  measureable  and  provides  direction  for  growth 

Principle  3:  Probationary  period  support  novice  educators 
•High  -  complies  with  Missouri  statute  indicating  5  years 
•Low  -  focuses  on  practices  particularly  significant  for  novice  educators  x 


Principle  4:  Includes  measures  of  growth  in  student  learning 
*High  -  includes  formative  and  summative  measures 
•Low  -  includes  multiple  measures  of  student  performance 

Principle  5:  Meaningful  feedback  is  provided 

•High  -  encourages  improvement  of  practice 
•Low  -  includes  student  survey  data 

Principle  6:  Training  for  evaluators 

•High  -  clear,  constructive  and  timely  feedback  is  provided 
•Low  -  master  teachers,  peers  or  other  3'^^  party  people  are  used 

Principle  7:  Evaluation  results  and  data  inform  decision-making 

•High  -  guides  district  decisions  on  recognition  and  intervention 
•Low  -  informs  policies  that  impact  the  extent  of  student  learning 
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□  Every  region 

□  104  districts/2  cliarter 

□  Largest  district 

□  One  of  the  smallest 
PK-8  districts 

□  Over  21,000  teachers 
represented 

□  Nearly  240,  000  students 
represented 


2012-2013  Pilot  Project  Districts 
Model  Educator  Evaluation  System 
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updated  12/21/2012. 

Cumulative  Years  of  Experience 
4,060.57 

Range  of  Years  of  Experience 

0.30  to  36.00 
Average  Years  of  Experience 

9.55 
Grade  levels 

Pre-K  through  12^^  g^gde 
Subjects/Roles 

Core  content,  special  education.  Title  I, 
hearing  impaired,  drama,  gifted,  music, 
art,  P.E.,  Spanish,  industrial  arts,  counselor, 
instructional  coach,  industrial  technology, 
adult  education 


2012-2013  Pilot  Project  Districts 
Model  Educator  Evaluation  System 


J)idairCt).n-ll 

Farmington  R-vi 

L>£banon  R-IEI 

Sl^awneE  R-IEI 

Advance  R-IV 

Ferjuson-Florissaivt  R-ll 

Leeton  R-X 

Southwest  LivingstDn  Co 

Allen  VDIage 

Festus  a-VI 

L-sxEngtan  R-v 

somhwesit  R-u 

Alton  R-lv 

FDX  C-S 

Qftfor  Life  Academy 

Springfield 

Arcadia  Valley  R-ii 

Francis  Ho'/mW  R-lli 

Linn  Co.  R-l 

St.  James  R-l 

Ash  Grave  R-IV 

et.  Zumvalt  R-Jl 

LonedeD  R-XIV 

st.Jasepli 

Atlanta  C-3 

Gasconade  csuntv  R-ll 

Malta  Bend  R-V 

ste.  Genevieve  Co.  R-II 

B.  Banneker  Academy 

Gorin  R-UI 

Me»co5S 

stoutland  R-ll 

BeltDD  S3.* 

Green  city  a-l 

Milan  C-2 

-Sturgeon  R-V 

Bevierc-ft 

ereenvlDe  R-I1 

Moberly 

SuOivan 

Blair  OaJsR-ll 

HazelwGod 

btaigan  County  R-l 

smnmersville  R-u 

B[av<nerc-4 

Henry  County  R-l 

MorgaiKlounty  R-ll 

Swedebors  R-lll 

BroGldietdll-in 

ttickman  Mills  C-l 

Mountain  Grove  R-lll 

Valley  Park 

Branswick  8-11 

Higbee  R-VIII 

Mountain  View-Birch  Tree  R-III 

Valley  R-VI 

Campben  R-tl 

HoldeliR-lll 

north  Wood  K-fV 

Van-Fa  rn-B 

carroIltDri  K-vn 

Howelt  valley  IH 

oak  Girove  R-VI 

Warrensburg  n.-Vll 

Central  R-Ilt 

Hume  R-Vlli 

Palmyra  R-I 

Webb  Off  R-Vir 

Chilhowee  R-BV 

Junction  Hill  c-12 

Paris  R-i! 

Wells-^itle  Middletown  R 

xiarksburg  c-2 

Keamev  R-l 

PattonviJIe  R-ni 

WentzvElle  R-IV 

-CIeap.v3ter  R-1 

Pike  cocinfty  R-llI 

west  Plains  R-Vll 

Clinton  Co.  R-IEI 

KevtesviDe  R-lll 

Rait:  Co.  R-l  I 

WSlow  Springs  R-P/ 

CoRimujiity  EL-Vi 

Kingston  42 

RenickR-V 

Winona  R-ill 

Crawford  CD.  R-l 

KirtevilleR-lll 

RicMarad  R-IV 

worth  county  R-iii 

Crocker  R-ll 

Ladede  munty  c-5 

RidiWDodS'It-VIl 

ZalmaR-V 

Drexel  R^rv 

Ulieland  R-lli 

Scon  (^ty  R-I 

i=airfax  R-3 

LaqueyR-v 

5eda]ia2D0 

Updated  12./21/Z012 

District  Responsibilities 


□  Field-test  indicators  from  the  model  Educator  Evaluation  System 

>  Determine  if  the  process  promotes  growtii 

>  Submit  suggested  revisions  for  revisions  to  the  system 


□  Provide  feedback  on  draft  guidelines 

>  Supporting  novice  educators  through  the  probationary  period 

>  Appropriate  and  significant  use  of  measures  of  growth  in  student  learning 

>  Providing  meaningful  feedback  that  leads  to  improvement  and  growth 

>  Initial  and  periodic  training  of  evaluators 

>  Professional  development  to  promote  growth 

>  Legal  defensibility 


300 
250 
200 
150 
100 
50 
0 


Pilot  Project 

Districts  self-selected  the  indicators 
34  of  the  36  indicators  (94%)  are  being  field-tested 
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Districts  self-selected  the  indicators 
34  of  the  36  Indicators  (94%)  are  being  field-tested 


□  ST  1:  Content  Knowledge 

>  1.1  Student  use  of  academic  language  (#3) 

□  ST  2:  Student  Growth  and  Development 

>  2.4  Differentiated  lesson  design  (#2) 

□  ST  3:  Curriculum  Implementation 

>  3.3  Instructional  goals  and  differentiated  strategies 

□  ST  4:  Critical  Thinking 

>  4.3  Cooperative,  small  group  and  independent  learning 

□  ST  5:  Positive  Classroom  Environment 

>  5.1  Management,  motivation  and  engagement 


Districts  self-selected  the  indicators 
34  of  the  36  indicators  (94%)  are  being  field-tested 


□  ST  6:  Effective  Communication 

>  6.4  Technology  and  media  conrimunication  tools 

□  ST  7:  Student  Assessment  and  Data  Analysis 

>  7.1  Effective  use  of  assessments  (#1) 

□  ST  8:  Professionalism 

>  8.1  Self-assessment  and  improvement 

□  ST  9:  Professional  Collaboration 

>  9.2  Collaborating  to  meet  student  needs 


Target  Dates 

□  January  -  February 

>  Data  collection  from  pilot  districts 

>  Gather  feedback  on  guidelines 

□  April  -  May 

>  Incorporate  feedback  into  revisions  to  the  state's  nnodel 

>  Complete  final  draft  of  the  guidelines 

>  Develop  trainings  to  build  district  capacity 

□  June 

>  Approval  by  the  State  Board  of  Education 


Feb.  6.  2012   2:07PM     MONITEAU  CO  R-1  SCHOOLS 


No.  4101     P.  2 


REORGANIZED  SCHOOL  DISTRICT  NO,  1 
OF  MONITEAU  COUNTY 

21 1  S.  Owen  Slreet,  Suite  B 
California,  MO  65018 
Phone  573.796-2145 
Fax  573-796^6123 


Calffornra  R-1  Schoole 


February  6, 2012 
Dear  Marc  H.  ElUnger, 

Here  Is  the  district  response  to  the  Open  Records  Request  received  February  3, 2012, 

Question  #1  -  One  teacher  has  been  flred  in  the  last  ten  years 

Question  #2  -  With  question  #1  that  teacher  yes  was  tenured. 

Question  #3  -  Cost  of  Legal  fees  to  fire  this  teacher  was  approximately  $36/429.75, 

Question  #4  -  same  as  #3  question 

Question  #5  -  23  months 

Question  ^6  -  same  as  #5 

Hope  this  information  helps  and  if  you  need  anything  else  just  let  me  know. 
Thanks, 


Susan  Oliver 

District  Boolckeeper/Custodian  of  Records 


"mi^IfPiNG  TODAY'S  CHILDREN  FOR  TOMORROWS  CHALLENGES" 
AN  BQUAL  OPPORTUNITY  EMPLOYER 

California  High  School  California  Middle  School  California  Elementaiy  School  S 

1501 W.  Buchanan  St.  21 1  S.  Owen  SI,  101  S.  Owan  Sf.  21  Exhibit  10 

786-4911  796-2146  796-2161 


Feb.  6.  2012^  2:07PWl     MONITEAU  CO  R-1  SCHOOLSh 


No.  4101    P.  \n 


Blitz  Bardgett^  Peatsch/  L.c. 


Attorn^ya  at  taw 


30B  EaelHigh  Street,  Bulte  301 
Jeffeffion  City,  Missouri  6S101-3297 
Telephone  (573)  634-2500 
Facsimile  (573)  534.-335fl 
:g-'M«iit  «Lti:y@bHt2:I>ardgett.coiTi 

February  3, 2012 


IJO  SiXllh  Cenlnt,  Suite  1«56 

S|.  touls,  Wissouti  fi3l05-17« 
Telephone  (314)  B63-1S00 


Via  gflcginiileTyAnstoisslon  573/795-6123 


Ciistodi'aii  of  Records 
Moniteau  County  R-I 
21 1  S,  Owen  Street,  Syite  B 
Califoixiia^MO  65018-1134 

RBi     Open  Records  Request 

To  the  Custodian  of  Records;  ■      .  , 

jPursttant  to  Section  610,023,  RSMo,  I  am  requesting  the  following  open  records  from  the 
Moniteau  County  R-I: 

(1)  The  number  of  teachers  that  have  been  fired  per  year  for  the  laal  leoi  years; 

(2)  The  number  of  tenured  teachera  who  have  been  fired  per  yeav  for  the  last  ten  ye^ra; 

(3)  The  cost  in  legal  fees  to  fire  each  temired  rsacher  for  the  last  ton  years; 

(4)  The  average  cost  in  legal  fees  to  fire  tenured  teachers  for  the  laat  ten  yeaw; 

(5)  The  total  length  of  lim©  the  termination  process  took  for  each  tenured  teacher  fired  over 
the  last  ten  years;  and 

(6)  The  average  length  of  time  the  terniinaiion  process  hag  taken  for  all  tenured  teachers  fired 


If  the  information  listed  above  is  not  readily  available,  please  aend  records  from  which  suoh 
information  can  be  ascertained,  Ow  preference  is  to  receive  the  records  in  an  olootronio  format. 
Section  610,023.3,  RSMo,  states  that  if  the  records  are  requested  in  a  certain  foinnat,  they  abftll  be 
provided  in  that  format,  if  availablov  Still;  if  the  i-ecords  must  be  produced  in  a  hord-copy  format,  per 
Section  61 0.026,  RSMo,  we  will  pay  the  actual  coat  of  copying  the  requested  records;  howevor»  if  the 
cost  is  to  exceed  $100.00,  please  advise  first  of  the  cost  charged  and  itemiz6  the  compononta  inoltlded 
in  the  charge. 


Pursuant  to  Section  610.023,  the  request  shall  be  acted  Upon  as  soon  as  possible,  bm  not  later 

than  the  end  of  the  third  business  day  following  the  date  thig  request  was  received.  Please  contact  our 
office  at  573-634-2500  as  soon  as  the  documents  are  ready.  Thank  you  for  your  attention  to  tina 
matter. 


In  the  last  ten  years. 


2012  8j20flM       HP  LASERJET  FAX. 


ADMINISTR^TIO^J 
JOSEPH  JACKSON 
High  Sdiool  Principal 

u^^DA  LEWIS 

Director  ol'Speclal  Services 
MARY  DiiTH  MlDDLETON 
U.S.  SotrciBry 
CRISTIEAYERS 
Islmiieniary  {Principal 
JENNII-'lHR  BUCKNER 
EloiiifiiitarySwretery 

OLENDA  TUCKER 
,  BoardySupi.  Secntaiy 


DONNIE  WAKEFIELD 
SUPERlNTBNDEhfT 
H,S.  (573)598-4241-FAX:598-4210 
E!em.  (573)598-4240 
210  SCHOOL  STREET 
ANNAPOLIS,  MISSOURI  63620 


BOARD  OF  EDUCATICN 
PAULDAQOETT 

Prfs'idcnl 
DARREN  KELLBY 

Vi<«  President 
LINDA  BOLLINGER 

Tre«ur«r 
M.  HOMER  LEWIS 
MIKE  KtAYBERRY 
JEFF  RUBLE 
JIMSCAOQS 
SARAH  SULLIVAN 
Member; 


DATE: 
TO; 


FACSIMILE  COVER  SHEET 


TIME:  ?VS 


FROM 


RE: 


Total  number  of  pages  inoluding  this  pag?; 


\i  yow  havo  any  difficulties  receiving  or  reading  this  transmissiga,  ple^e  call  S 73 -5 9 8-424 1 for 
high  school  or  superintendent's  office,  or  573-598-4240  fbr  elementary,  and  aakfor  


SPECIAL  INSTRUCpONS: 


A+ Scliool  since  1997  Exhibit  11 

Awrtditftd  with  Distinction  fnr  \n  D/...f-»™~-— . 


MaHCH.BLUNGBR 


^"ZOIZ  8J20HM        HP   LRSERJET   FRX  P'2 

Feb.  3,  2012  2:2'8PM      BI  i  tz  Bardge  II  &  Deulscli  No.  0803     P.  2/2 

Blitz  Bardgett .  Deutsche  L.c, 
  — „^  

■    AttoKnay*  at  Law 

303  la»t  High  SIftat  SuJtQ  3Q1  us  Ssulh  CtalrAl,5ul(aldS0 

J«f/exion  Citf/  MlsfioMH  6S101»3237  St,  Lobi»,  MiwoBrl  (ilMrlW 

Telaghone  (573)  d3a-250D  T«J<|)h»n«  (SW)  8».J»0 

Pflcalullt  (573)  634'd356  FiciimlU  flU)  Ma-i|77 
B-Mb1I  >tt)rdbIltabAr^K«(l.cOm 

Februarys,  2012 
Via  FacBtmil*  Tranaminiiion  873/598^210 

Cttslodtan  Of  Records 
Souih  Iron  Co,  R-I  School  Board 
210  School  Stre^i: 
Annnpohs,  MO 

]RE;     Open  Records  Request 

To  the  Custodian  of  Records; 

Pursuant  to  Section  610.023,  RSMo,  I  am  rcqaestlng  tho  following  open  records  flrora  tlw 
South  Iron  Co.  R-I  School  Board; 

(1)  The  nwmber  of  tcjichers  fliet  have  been  fired  per  year  for  the  last  ten  years;  ^ 

(2)  Thft  number  of  tended  teachers  who  have  been  fired  per  year  for  the  last  ten  ycers; 

(3)  The  con  iti  legal  fees  to  fire  each  tenured  teacher  for  the  last  ten  years; 

(4)  The  avwagc  cost  in  legal  fbes  to  fixe  tsniued  teachers  for  the  last  ten  ycsra; 
($)  The  total  iength  of  time  the  temiinBtion  process  took  for  each  tenured  teacher  fired  over 

the  laatten  years;  and 

(6)  The  average  length  of  time  the  teiminatlon  process  has  taken  fbr  all  tetiured  tfiachers  fired 

in  the  last  ten  years, 

If  the  Informatioti  Hated  above  ia  not  readily  available,  please  t&nd  records  from  Which  such 
Information  can  be  escertained.  Our  prefer^io©  is  to  receive  the  r^sprds  in  m  electronic  fOTOIt. 
Section  610,023.3,  RSMo,  states  that  if  the  records  are  requested  in  a  certain  format,  they  shall  be 
provided  in  that  formal,  if  available,  SllU,  if  the  records  mm  be  produced  in  a  hard-copy  format,  per 
Section  610.026,  RSMo,  we  will  pay  the  aotual  cost  of  copj^ng  the  requested  rceordg;  however,  if  the 
6oat  is  to  exceed  SIOO.OO,  please  advise  first  of  the  cost  charged  and  itemize  i^e  componcntB  included 
in  the  charge.  i 

I 

Pwrs\Janc  to  Section  dl 0,023,  the  request  shall  be  acted  upoft  as  eoo«  as  possible,  but  not  lata- 
than  the  end  of  the  ibijrd  business  (by  follo'stlng  the  date  this  request  was  received.  IPlea^e  contact  our 
office  art  373-534-2SO0  as  soon  as  the  documents  are  ready.  Thank  you  fbr  your  attention  to  this 
matter. 


Records  Reguesf  froiii  BB&D  Af  torneys  &  Cowaselors  at  Law 
September  24"'.  2012 
Polo  R-VII  School  District 


Item  #1  through  #7 


Test 

Dates  11-12 

Dates  12-13 

GradeLevel 

Used  for 
Teacher 
Evaluations 

Frequency 

Stanford 

April 

April 

K-2 

NO 

Annual 

Gates 

Sept/April 

Sept/Aorii 

K-12 

NO 

Bi-Aiiiuial  Pre/Post 

Explore 

Nov 

■  Nov 

8 

•  NO 

Annual 

PLAN 

Oct 

Oct 

10 

NO 

Annual 

PSAT 

Oct 

Oct 

10 

NO 

Annual  fVoluntarv) 

Ab  VAd 

Oct 

Oct 

11 

JMU 

Annual 

ACT 

Seot/Oct/Dec/Feb/Awil/Jnne 

ii-12 

NO 

Annual  fVoluntaiv') 

EOC 
LAI 
LA  II 
BIO  I 
ALGI 
ALGII 
GEO 
AM  GOV 
AM  HIST 

May 

May 

9-12 

NO 

Annual 

Note:  All  Tests  are  used  and  intended  to  be  predictive  of  student  results  and/or  MAP/EOC 
results 


Items    Through  #14 
Totals  for  the  Last  Ten  Years 


Asked 

Terminated 

Total 

Average 

Total 

Average 

Not 

to  Resign 

Cost 

Cost 

Time 

Time 

Successful 

Teachers 

11 

1 

NA 

NA 

NA 

NA 

0 

Tenured  Teachers 

4 

1 

$18,083 

$3617 

12  M 

3M 

0 

Note;  M  =  Months 
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B>D&^  BMtz,Bardgi 
tLjLJ  &Deutsch, 

Attorneys  &  Counselors  at  Law 


St.  Louis  •  Jefferson  City 


Marc  H.  Ellinger 

308  East  High  Street,  Suite  301 

Jefferson  City,  MO  65101 
WTO.bbdlc.coin 


E-mail:  mellinger@bbdlc.com 
Telephone;  573/634-2500 
Facsimile:  573/634-3358 


September  21, 2012 


Custodian  of  Records 
Polo  R-VII 
300  W  School  St. 
Polo,  MO  646719352 


Re:  Open  Records  Request 
To  the  Custodian  of  Records: 


Pursuant  to  Section  610.023,  RSMo,  1  am  requesting  the  following  open  records  fi-om  the 
Polo  R-VIi: 

(1)  Excluding  the  MAP  test,  the  name  of  each  standardized,  assessment,  diagnostic, 

acuity  benchmark  test  administered  to  full  grade  sets  iii  the  District  including,  but 
not  limited  to  the  TeiTa  Nova,  Iowa  Tests  of  Basic  Skills,  and  Stairdard 
Achievement  Tests; 

(2)  The  date(s)  when  such  test  was  administered  in  the  201 1-12  school  year; 

(3)  The  date(s)  when  such  test  is  to  be  administered  in  the  2012-13  school  year; 

(4)  The  name  of  any  test  administered  which  is  intended  to  be  predictive  of  student 
results  or  MAP  test  results; 

(5)  The  name  of  any  test  identified  in  responses  1  and  4  which  are  used  for  teacher 
evaluations; 

(6)  The  frequency  of  which  each  test  identified  in  1,  4  and  5  are  given  to  students  (e.g., 
yearly,  semesterly,  etc.); 

(7)  The  grade  sets  for  which  any  test  identified  in  1,  4  and  5  are  given; 

(8)  The  number  of  teachers  that  have  been  asked  to  resign,  temrinated  or  fired  per  year 
for  the  last  ten  years; 

(9)  The  number  of  tenured  teachers  who  have  been  asked  to  resign;  terminated  or  fired 
per  year  for  the  last  ten  years; 

(1 0)  The  cost  in  legal  fees  to  seek  resignation,  teiiiiination  or  to  fire  each  tenured  teacher 
for  the  last  ten  years; 


Custodian  of  Records 
Polo  R-VII 
September  21, 2012 
Pagfe2 


(11)  The  average  cost  in  legal  fees  to  seek  resignation,  termination  or  to  fire  tenured 
teachers  for  the  last  ten  years; 

(12)  The  total  length  of  time  tlte  process  took  for  each  tenured  teaclier  asked  to  resign, 
terminated  or  fired  over  the  last  ten  years; 

(13)  The  average  length  of  time  the  termination  process  has  taken  for  all  tenured 
teach6rs  asked  to  resign,  terminated  or  fired  in  the  last  ten  years;  aild 

(14)  The  number  of  teachers  the  District  has  attempted  totenninate  or  fire  and  has  been 
unsuccessftil  per  year  for  the  last  ten  years. 

Our  preference  is  to  receive  tlie  records  in  aft  electronic  format.  Section  610.Q23.3, 

RSMo,  states  that  if  the  records  are  requested  in  a  certain  format,  they  shall  be  provided  in  that 
format,  if  available.  Still,  if  the  records  must  be  produced  in  a  hard-copy  format,  per  Section 
610.026,  RSMo,  we  will  pay  the  actual  cost  of  cop3'lng  the  requested  records;  however,  if  the 
cost  is  to  exceed  $100,00,  please  advise  first  of  the  cost  charged  and  itemize  the  components 
included  in  the  charge. 

Pursuant  to  Section  610.0'23,  the  request  shall  be  acted  upon  as  soon  as  possible,  but  ndt 
later  than  the  end  of  the  third  business  day  following  the  date  this  request  was  received.  Please 
contact  our  office  at  573-634-2500  as  soon  as  the  documents  are  ready  to  be  picked  up  and  we 
will  make  arrangements  to  pick  tliem  up  and  pay  the  cost  of  producing  them. 

Thank  j'ou  for  ydxu"  attention  to  this  mattei*. 


MHEjsrh 


Question  Numben  1  I0LSAT8 

Question  Number:  2 

Winter  2012 

Question  Number:  3  | 

Fall  2012 

Question  Number:  4 

None 

Question  Number:  5 

None 

Question  Number:  6  i 

Yearly 

Question  Number:  7 

First  Grade 

Question  Number:  8 

2002-03:  No  data     2003-04:  No  data    2004-05:  4    2005-06:  1   2006-07:   0    2007-08:  1  2008-09: 

2009-10:  1     2010-11:  2  20011-12: 

Question  Number:  9      1,2002-03:   0     2003-04:  0     2004-05:  0    2005-06:  0     2006-07:  0     2007-08:  0     2008-09:  0     2009-10:  0 

2010-11:  0        20011-12:  1 

Question  Number:  10 

$7^50.20 

Question  Number:  11 

No  information  available 

Question  Number:  12 

53  Days 

Question  Number:  13 

No  information  available 

Question  Number:  14 

INone 

M   

cr 

89/24/2012  04:30 
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DE  SOTO  73 
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►&|  Blitz,  Bardgett 
tt-/  &  Deutsch,  Lc 


Attorneys  &  Counselors  at  Law 


Si.  Louis  ■  Jefferson  CUy 


Marc  H.  Ellinger 

308  East  High  S(reel,  Suits  301 

Jefferson  Cily,  MO  65101 

www.bbdlccotn 


E-mail'.  meU5nger@bbdlo.oom 
Telephone:  573/634-2500 
Facsimile:  573/634-3338 


September  21,  2012 


Custodiaji  of  Records 
Desoto  73 

610  Vindarid  School  Road 
Desoto,  MO  630202561 

Re:     Open  Records  Request 

To  the  Custodian  of  Records: 

Pursuant  to  Section  61 0.023,  RSMo,  I  am  l  equegting  the  following  open  records  fi-om  the 
Desoto  73: 

(1)  Excluding  the  MAP' test,  the  name  of  each  standardized,  assessment,  diagnostic, 
acuity  benchmark  test  a'dniinistered  to  full  grade  sets  in  the'  District  including,  but 
not  limited  to  the  Terra  Nova,  Iowa  Tests  of  Basic  Skills,  and  Standard 
Achievement  Tests; 

(2)  The  date(s)  when  such  test  was  administered  in  the  201 1  -12  school  year; 

(3)  The  date(s)  when  such  test  is  to  be  administered  in  the  2012-1 3  school  year; 

(4)  -  The  name  of  any  test  administered  which  is  intended  to  be  predictive  of  student 

results  or  MAP  test  results; 
(5.)    The.  name  of  any  test  identified  in  responses  1  and  4  which  are  used  for  teacher 
evaluations; 

(6)  The  fl-equency  of  which  each  test  identified  in  1,  4  and  5  arc'given  to  students  (c.g., 
yearly,  seinesterly,  etc); 

(7)  Tlie  grade  sets  for  which  any  test  identified  in  1 , 4  and  5  are  given; 

(8)  The  number  of  teachers  that  have  been  asked  to  resign,  temiinated  or  fired  per  year 
for  the  last  ten  years; 

(9)  The  number  of  tenured  teachers  who  have  been'  asked  to  resign,  terminated'  oir  fired 
■    per  year  for-lhe  last  ten  yeai-s;  '  •     "  •  ■ 

(10)  Tlie  cost  in  legal  fees  to  seek  resignation,  termination  or  to  fire  each  tenured  teacher 
for  the  last  ten  yearsS: 
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(11)  The  average  cost  in  legal  fees  to  seek  resignation,  termination  or  to  fire  temired 
teacliera  for  the  last  ten  years; 

(12)  The  total  length  of  time  the  process  took  for  each  tenured  teacher  asked  to  resign, 
tewjitnated  or  :fired  over  the  last  ten  years; 

(13)  The  average  length  of  time  tlie  tennination  process  has  taken  for  all  tenured 
teachers  asked  to  resign,  terminated  or  fired  in  tlie  last  ten  years;  and 

(14)  The  number  of  teachers  the  District  has  attempted  to  terrajjiate  or  fire  and  has  been 
unsuccessful  per  year  fot  the  last  ten  years. 

Our  preference  is  to  receive  the  records  hi  an  electTonic  format.  Section  61 0.023 .3» 
RSMo,  stat^,s  that  if  the  records  are  requested  in  a  cextain  format,  they  shall  be  provided  in  that 
format,  if  available.  Still,  if  the  records  imist  be  produced  in  a  hard-copy  fomiat,  per  Section 
610.02(5,  RSMo,  we  will  pay  the  actual  cost  of  copying  tlie  requested  records;  however,  if  the 
cost  is  to  exceed  $100.00,  please  advise  first  of  the  cost  charged  and  itemize  the  components 
included  in  the  charge. 

Purstiant  to  Section  610.023,  the  request  sliall  be  acted  upon  as  soon  as  possible,  but  not 
later  than  the  end  of  the  third  business  day  following  the  date  tlus  request  was  received.  Please 
contact  our  office  at  573-634-2500  as  soon  as  the  documents  are  ready  to  be  picked  up  and  we 
will  make  arrangements  to  pick  tbem  up  and  pay  the  cost  of  producing  tiiem. 

Thank  you  for  your  attention  to  this  matter. 


Sincerely, 


MHEisrh 
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INTRODUCTION:  LOSS  OF  A  GREAT  TEACHER 

In  late  May  of  2012,  as  students  at  Jefferson  Elementary  School  cleaned  out  their  desks  and 
celebrated  the  start  of  summer,  one  of  their  favorite  teachers  was  packing  up  her  things  and 
leaving,  too.  Only,  unlike  them,  she  wouldn't  be  back  in  the  fall. 


Sarah'  was  a  successful  public  scliool  teaclier  witli  more 
than  three  decades  of  experience  in  her  large  Soutliern 
city.  She  had  come  to  Jefferson  on  a  mission:  to  share 

her  considerable  skills  with  staff  and  students  at  a  school 
struggling  with  painfully  low  achievement. 

Despite  tlie  challenges  her  low-income  students  faced, 
Sarah  helped  them  make  extraordinai-)'  academic  strides 
compared  with  odier  teachers  in  her  school  and  district. 
Ahnost  ail  of  her  two  dozen  fourth-grade  students  spoke 
Spanish  at  home,  and  dieir  English  skills  were  shaky  But 
when  they  took  required  math  and  reading  tests  in  English 
that  spring,  all  but  one  passed  the  math  exam,  and  all  but 
four  passed  reading. 

Just  as  important,  students  enjoyed  spending  time  in  her 
classroom.  Raucous  1 0-year-olds  who  wouldn't  stay  in 
their  seats  in  September  were  relaxed  and  reading  togetlier 
on  die  stoiy  rug  by  November.  They  treated  one  another 
widi  kindness,  and  looked  to  Sarah  as  a  trusted  ally  and 
confidante.  In  turn,  she  felt  committed  to  her  students  and 
proud  of  their  accomplishments.  She  didn't  want  to  pick 
up  and  move. 

Yet  there  she  was  at  die  end  of  the  year,  relocating  to 
a  public  school  across  town.  There  was  litde  point  in 


sticking  aroiuid Jefferson,  she  figmcd,  since  school  leaders 
gave  her  litde  recognition,  failed  to  tjike  advantage  of 
her  instructional  expertise  and  stymied  the  sort  of  team- 
buUding  and  collaboration  that  had  helped  her  boost 
performance  among  students  and  fellow  teachers  at  other 
schools  for  decades. 

Sarah  made  die  heartbreaking  decision  to  leave  after  she 
began  to  feel  diat  she  was  only  supporting  a  failing  system. 
"I  get  strong  results  wth  students  consistentiy,  year  after 

year  after  year,"  she  said.  "These  kids  have  learned  so 
much  and  come  so  far.  They've  really  stepped  up  to  the 
plate.  But  if  they  go  back  to  a  bad  teacher,  what  good 
did  I  do?" 

She  felt  Jefferson's  indifference  to  her  talent  and 
contributions  to  die  very  end.  Wlien  she  resigned,  die 
principal  "just  signed  my  paperwork,  and  didn't  even  say  a 
word,"  she  said.  "It  made  me  feel  like  he  couldn't  care  less, 
not  about  me  and  not  about  this  school." 

"If  he  would  have  said,  'What's  it  going  to  take  for  me  to 
get  you  to  stay?'  that's  all  he  had  to  do,"  she  said.  "Most 
people,  if  they  had  a  really  dynamic  teacher,  wouldn't  they 
say,  'What's  it  going  to  take?'" 


WHOARETHE  RREPLACEABLES? 


Sarah  isn't  alone  in  her  success  in  tlie  classroom  or  her 
experience  at  her  school.  She  is  part  of  a  group  we  call  tlie 
"Irreplaceables" — teachers  who  are  so  successful  they  are 
nearly  impossible  to  replace,  but  who  too  often  vanish  from 
scliools  as  the  result  of  neglect  and  inattention.^ 

To  identify  and  better  understand  the  experience  of  tliese 
teachers,  we  started  by  studying  90,000  teachers  across 
four  large,  geographically  diverse  urban  sdrool  districts. 
We  also  examined  student  academic  growtli  data  or 
value-added  results  for  approximately  20,000  of  those 
teachers.  While  diese  measures  cannot  provide  a  complete 
picture  of  a  teacher's  performance  or  ability  on  tlieir 
own — and  shouldn't  be  the  only  measure  used  in  real- 
world  teacher  evaluations — they  are  the  most  practical 
way  to  identify  trends  in  a  study  of  this  scale,  and  research 
has  demonstrated  that  they  show  a  relationship  to  other 
performance  measures,  such  as  classroom  observations.' 
We  used  tlie  data  to  identify  teachers  who  performed 
exceptionally  well  (by  helping  students  make  much  more 
academic  progress  than  expected),  and  to  see  how  their 
experiences  and  opinions  about  their  work  differed  from 
other  teachers' — particularly  teadiers  whose  performance 
was  exceptionally  poor. 


So  who  are  tlie  Irreplaceables?  They  are,  by  any  measure, 
our  very  best  teachers.  Across  tlie  districts  we  studied, 
about  20  percent  of  teachers  fell  into  the  category  On 
average,  each  year  they  help  students  learn  two  to  diree 
additional  months'  worth  of  math  and  reading  compared 
with  the  average  teacher,  and  five  to  six  months  more 
compared  to  low-performing  teacliers.*  Better  test  scores 
are  just  die  beguming:  Students  whose  teachers  help  them 
make  these  kinds  of  gains  are  more  likely  to  go  to  college 
and  earn  higher  salaries  as  adults,  and  diey  are  less  likely  to 
become  teenage  parents.' 

Teacliers  of  diis  caliber  not  only  get  outstanding  academic 
results,  but  also  provide  a  more  engaging  learning 
experience  for  students.  For  example,  when  placed  in  the 
classroom  of  an  Irreplaceable  secondary  math  teacher, 
students  are  much  more  likely  to  say  that  their  teacher 
cares,  does  not  let  them  give  up  when  things  get  difficult 
and  makes  learning  enjoyable  (Figure  3).^ 

Irreplaceables  influence  students  for  life,  and  their  talents 
make  them  invaluable  assets  to  their  schools.  The  problem 
is,  their  schools  don't  seem  to  know  it. 


FIGURE  1 1  WHO  ARE  THE  IRREPLACEABLES? 


IRREPLACEABLES  STUDENT  IMPACT  SCOPE 

Top  20%  of  teachers  in  Generate  5  to  5  more  months  of  4  urban  districts, 

studied  districts,  as  gauged  student  learning  each  year  than  with  2,100  schools,  90,000 

by  district  data  a  poor  performer  teachers,  1.4  million  students 


The  "Irreplaceables"  are  teachers  so  successful  that  they  are  nearly  impossible  to  replace. 


Estimates  of  Irreplaceables  percentage  based  on  teachers  with  value-added  or  growth  data;  District  A  high  performers:  21%;  District  B 
high  performers:  20%;  District  C  high  performers:  20%;  District  D  high  performers:  18%;  Student  impact  estimates  calculated  following  the 
methodology  of  Hahnel  and  Jackson  (2012).  Source:  District  data  from  SY  2009-10  and  SY  2010-11. 


IS  GREAT  TEACHING  A  MINDSET  OR  A  SKILLSET? 


Irreplaceables  are  not  fictional  superlieroes.  Aside  from  their 
outstanding  results  in  the  classroom,  they  don't  fit  a  particular 
mold.  They  represent  a  wide  range  of  experience  levels  and 
teaching  styles.  They  teach  sinfiilarly-sized  classes  as  other 
teachers.  They  are  just  as  likely  to  teach  in  impoverished 
communities  as  their  peers  (Figure  2)7 

That  is  not  to  say  that  Irreplaceables  do  not  differ  at  all  from  other 
teachers  in  their  views.  Compared  to  low-performing  teachers, 
for  instance,  Irreplaceables  are  slightly  more  likely  to  believe  that 
effective  teachers  can  help  students  overcome  out-of-school 
challenges  and  are  more  likely  to  understand  their  own  effectiveness.^ 

FIGURE  2  I  CHARACTERISTICS  OF  IRREPLACEABLES 


In  general,  though,  the  results  suggest  that  great  teaching  is  more 
a  matter  of  skill  than  of  mindset.  For  example,  all  the  teachers  in 
our  study— Irreplaceables,  low  performers,  and  those  in  between— 
generally  work  very  hard,  about  50  hours  per  week.^  Irreplaceables 
don't  succeed  because  they  are  saints  or  workaholics,  and  low- 
performing  teachers  don't  struggle  because  they  are  lazy  or  less 
committed  to  their  students.  In  teaching,  as  in  any  other  profession, 
some  people  are  more  successful  at  their  jobs  than  others. 
Diligence  and  good  Intentions  are  poor  predictors  of  good  teaching. 


LOW 
PERFORMERS 

ALL  TEACHERS 
with  Performance  Data 

IRREPLACEABLES 

Years  of  experience  as  a  teacher 

10 

9 

9 

BACKGROUND 
6  WORKLOAD 

Total  workload  (hours/week) 
Class  size  (number  of  students) 

50 
28 

50 
27 

50 
27 

High-poverty  students 

85% 

90% 

90% 

ATTITUDES 

Belief  that  effective  teachers  can  lead 
students  to  success  despite  challenges 

44% 

50% 

53% 

6  BELIEFS 

Understand  how  effective  they  are  In 
achieving  positive  student  outcomes 

48% 

57% 

69% 

RESULTS 

Additional  months  of  student  learning, 
relative  to  a  low  performer,  per  year 

+3 

MONTHS 

+6 

MONTHS 

Source:  District  D  data  and  survey  data.'See  Note  7 for  more  details. 


FIGURE3  I  SECONDARY-LEVEL  STUDENTS  RESPONDING  "MOSTLYTRUE"  OR  "TOTALLYTRUE" 
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My  teacher  in  this  Students  in  this  class  My  teacher  explains  My  teacher  doesn't  let  My  teacher  wants  us  to  My  teacher 

class  makes  me  feel  treat  the  teacher          difficult  things  people  give  up  v^hen  use  our  thinking  skills,  makes  learning 

that  s/he  really  cares  with  respect                  clearly  the  work  gets  hard  not  just  memorize  things  enjoyable 
about  me 


Students  of  Low-Performing  Teachers 


Students  of  High-Performing  Teachers 


Results  based  onystunpublished  analysis  for  TNTP  by  the  Measures  of  Effective  Teaching  |MET)  project.  See  Note  5  for  more  details. 
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THE  CHALLENGE:  NEGLIGENT  RETENTION 

The  real  teacher  retention  crisis  is  not  simply  the  failure  to  retain  enough  teachers;  it  is  the  failure 
to  retain  the  right  teachers. 


\Vhen  an  Irreplaceable  leaves  a  low-performing  schoolj  it 
can  take  1 1  hires  to  find  one  teacher  of  comparable  quality 
(Figure  4).  Yet  schools  tend  to  treat  their  best  teachers 
as  though  tliey  are  expendable.  Many  Irreplaceables  we 
surveyed — nearly  half  in  some  districts — vindicated  that 
tlieir  schools  made  litde  to  no  effort  to  retain  them.'" 
Just  like  Sarah,  an  astounding  two-thirds  told  us  that  their 
principal  hadn't  even  encouraged  them  to  stay  (Figure  5). 

Top  teacliers  seem  to  be  shortchanged  at  every  turn. 
Policies  at  die  state  and  local  level  often  cause  them  to  earn 
less  than  their  least  effective  colleagues  and  fail  to  protect 
tliem  in  the  event  of  layoffs.  They  endure  districts  and 
schools  that  fail  to  value  their  talents  and  do  not  provide 
them  widi  suppordve  school  cultures. 

As  we  will  show,  this  pervasive  neglect  of  the  nation's  best 
teachers  is  a  disgrace  that  derails  school  improvement 
efforts  and  robs  millions  of  students  of  a  potentially  life- 
changing  education.  We  estimate  that  in  one  year  alone, 
approxunately  10,000  Irreplaceables  in  the  nation's  50 
largest  school  districts  left  their  districts,  or  left  teaching 
entirely."  Principals  have  die  power  to  convince  many  of 
these  teachers  to  stay  longer,  but  they  often  don't  even  tiy. 


Just  as  the  schools  we  studied  made  litde  effort  to  retain 
their  Irreplaceables,  they  made  almost  no  effort  to  urge 
low-performing  teachers  to  leave  and  actually  encouraged 
many  to  stay — even  diose  who,  after  years  of  experience, 
arc  still  not  performing  as  well  as  the  average  first-year 
teacher.'-  As  a  result,  we  estimate  that  nearly  1  in  eveiy 
10  classrooms  in  the  districts  we  studied  is  led  by  an 
experienced  but  low-performing  teacher. '^ 

The  neglect  of  Irreplaceables  and  tolerance  for  poor 
performance  are  two  symptoms  of  an  even  larger  problem, 
one  that  undermines  the  teaching  profession  itself:  a  near- 
total  indifference  to  which  teachers  stay  and  which  ones 

leave,  no  matter  how  well  or  poorly  they  perform.  Schools 
retain  their  best  and  least-effective  teachers  at  strikingly 
similar  rates  (Figure  6). 

Taken  together,  diese  findings  reveal  the  extent  to 
which  teacher  retention  has  been  misunder^stood  and 
misrepresented  for  decades.  The  real  teaclier  retention 
crisis  is  not  simply  die  failui-e  to  retain  enough  teachers;  it 
is  the  failure  to  retain  the  right  teachers. 


FIGURE4  I  LIKELIHOOD  OF  REPLACING  A  HIGH  PERFORMER  WITH  A  TEACHER  OF  SIMILAR  QUALITY 
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LOW-PERFORMING  SCHOOL 
When  a  top  teacher  leaves 
onlyi  inn  potential  replacements 
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o 


..I 


Ci  A  i3. 


O-  A  A  A  A  O 


M 


When  a  great  teacher  leaves  a  school, 
the  school  is  almost  guaranteed  to  hire  a  less  effective  replacement. 


Estimates  based  on  teachers  with  value-added  or  growth  data;  Low  performing  schools  include  schools  in  the  lowest  quintile  of  proficiency  by  school 
level;  Percentage  of  high-performing  potential  replacements  in  all  schools-District  A:  12%;  District  B:  17%;  District  C:  15%;  District  D:  15%;  Low- 
performing  schools-District  A:  1 2% ;  District  B:  1 0%;  District  C:  3%;  District  D:  9%.  Source:  District  data  from  SY  2008-09  and  SY  2009-10. 


FIGURE  5  I  TEACHERS  REPORTING  RECOGNITION  AT  SCHOOL 
"Last  year,  someone  from  my  school  leadership  team..." 
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A  A  £1,  jS.  .fi.  A 


Encouraged  me  to  keep  Q  ^  ^  S  2  i  1   •  '  '•'^7% 

teaching  at  my  school 


nextyear  low-performing  ^ggg^g  ^  ^       •       '  ,  31% 

Principals  use  retention  strategies  at  similar  rates  for  high  and  low  performers. 
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Source:  District  B  data  and  survey  data.  Trends  confirmed  across  districts. 


FIGURE  6 1  SCHOOL  RETENTION  RATES  BY  TEACHER  PERFORMANCE,  2009-10 

86%  87% 


77% 


72% 


75% 


89%  88% 


District  A  Districts  District  C  District  D 

M  High  Performers       M  Low  Performers 


Most  schools 
retain  irreplaceables 
and  low  performers 
at  strikingly 
similar  rates. 


Scliool  retention  defined  as  teachers  remaining  at  their  school  from  one  year  to  the  next.  Source:  District  data  from  SY  2009-10 
through  SY  2010-11. 
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THE  SOLUTION:  SMART  RETENTION 

The  solution  Is  to  improve  retention,  not  to  blindly  increase  it 

The  typical  prescription  for  teacher  retention  problems 


involves  impr'oving  working  conditions  and  raising 
salaries.  As  we  will  show,  both  are  part  of  the  solution 
to  the  real  retention  crisis  in  our  schools.  But  doing 
these  things  and  nothing  more  would  boost  retention  of 
the  weakest  and  strongest  teacliers  alike,  exacerbating 
problems  posed  by  the  lack  of  performance  standards  in 
today's  teaching  profession. 

The  solution  is  to  improve  retention,  not  to  blindly 
increase  it.  Schools  must  retain  more  Irreplaceables  while 
simultaneously  raising  expectations  for  teachers  and 
retaining  fewer  of  those  who  consistenfly  perform  poorly. 
Tliis  smarter  approach  to  teacher  retention  could  improve 
the  quality  of  teaching  at  almost  any  school  right  awa)',  and 
it  has  the  potential  to  boost  student  learning  substantially.'' 
We  believe  it  represents  the  best  way — and  possibly  die 
only  way — ^for  low-performing  scliools  nationwide  to  break 
their  cycles  of  failure,  and  for  the  teaching  profession  to 
achieve  the  elite  status  it  deserves. 


Lamenting  the  low  prestige  of  die  teaching  profession 
without  addressing  the  low  standards  that  perpetuate  it 
will  not  solve  tlie  real  retention  crisis,  nor  will  focusing  on 
greater  accountability  for  teachers  without  regard  for  the 
exceptionally  challenging  circumstances  in  which  they 
work.  These  approaches  have  been  repeated  and  debated 
for  decades,  enduring  right  along  with  the  problem. 

We  believe  the  time  has  come  for  a  more  serious  strategy. 

Teachers  and  education  leaders  at  all  levels  need  to 
embrace  tlie  more  difficult,  more  complex  work  of 
demanding  respect  and  rigor;  better  working  conditions 
for  teachers  along  with  the  higher  performance  standards 
wordiy  of  the  teaching  profession. 

The  alternative  is  to  continue  standing  by  as  Sarah 
and  thousands  of  Irreplaceables  like  her  leave  the 
schools  that  need  them  most,  even  as  many  more  low- 
performuig  teachers  remain,  dimming  the  life  chances  of 
students  nationwide  and  eroding  die  reputation  of  the 
teaching  profession. 


UR  MISUNDERSTANDING 


Teacher  turnover  is  one  of  the  most  discussed  and  least  understood  topics  in 
education.  Too  often,  public  debate  about  it  is  stardingly  simplistic  and  obscures 
the  true  issue.  The  problem  begins  with  die  way  teacher  retention  is  reported — 
almost  always  as  a  single  number,  the  higher  the  better.  However,  an  overall 
retention  rate  by  itself  tells  us  little,  because  it  says  nothing  about  which  teachers 
are  leaving  and  whidi  ones  are  staying. 

Consider  one  of  die  most  influential  reports  about  teacher  retention:  jVo  Dream 
Denied  (2003)  from  the  National  Commission  on  Teaching  and  America's  Future 
(NCTAF)."  Its  authors  pointed  to  high  teacher  turnover  as  a  primaiy  cause 
of  poor  scliool  performance,  noting  diat  half  of  all  new  teacliers  leave  the 
profession  by  their  fifth  year.  The  report  called  for  an  all-out  effort  to  reduce  new 
teacher  attrition  by  50  percent  in  three  years. 

Mo  Bream  Denied  made  a  valuable  contribution  to  the  field  by  drawing  attention 
to  die  number  of  early-career  teacliers  who  leave  the  profession.  But  it  also  made 
tlie  assumption  that  any  increase  in  teacher  retention  would  be  productive,  no 
matter  how  well  the  teachers  being  retained  actually  performed.  According  to 
this  logic,  sdiools  should  work  hard  to  keep  ineffective  teachers  in  the  name  of 
maximizing  the  overall  retention  rate. 

This  single-minded  focus  on  raising  overall  teaclier  retention  rates  regardless  of 

performance  is  as  strong  today  as  it  was  a  decade  ago — and  just  as  incorrect. 
Such  a  simplistic  view  of  retention  reinforces  the  "widget  effect,"  tiie  ^wdespread 
and  flawed  assumption  that  one  teacher  is  about  as  good  as  any  other.""  It 
distorts  the  lessons  of  research  and  defies  common  sense. 

Everyone  agrees  that  the  loss  of  an  incredible  teacher  is  deplorable.  But  what  if  an 
ineffective  teacher  leaves  the  classroom  and  is  replaced  by  someone  more  talented? 

Our  research  shows  that  schools  have  a  three  in  four  chance  of  replacing  a  low- 
performing  teacher  witli  a  new  hire  who  will  be  more  effective  right  away — and 
who  is  likely  to  improve  over  time,  benefitting  hundreds  or  even  tiiousands  of 
students  over  the  course  of  his  or  her  career."  This  is  true  even  in  subjects  like 
science,  whicli  can  be  difficult  to  staff  (Figure  7).  In  these  cases,  selective  teacher 
attrition  would  likely  yield  a  positive  result  for  students. 

It's  ti  ue  tiiat  excessive  turnover  can  disrupt  any  workplace,  and  a  recent  study 
showed  that  very  low  teaclier  retention  rates  can  negatively  affect  student 
acliievement.'*  But  to  improve  schools — especially  struggling  schools — education 

leaders  need  to  ask  a  more  complicated  question  than  simply  whether  teachei' 
retention  rates  are  high.  They  need  to  ask  whetiier  sdiools  are  keeping  more  of 
their  best  teachers  than  their  worst. 


The  loss  of  an 
incredible  teacher 
is  deplorable.  But 

what  if  an  ineffective 
teacher  leaves  and  is 
replaced  by  sonneone 
more  talented? 


FIGURE  7  I  LIKELIHOOD  OF  IMPROVING  INSTRUCTION  BY  REPLACING  A  LOW-PERFORMING 
SCIENCE  TEACHER  IN  DISTRICT  C 
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When  ineffective  teachers  leave,  they  are  likely  to  be  replaced  by  higher 
performing  teachers— even  in  difflcult-to-staff  subjects. 


Estimates  based  on  teachers  with  value-added  orgrowth  data.  Source:  District  C  data  from  SY  2009-10. 
Hard-to-staff  subject  trend  confirmed  across  districts. 


TWO  DOMINANT  FALLACIES  ABOUT 
TEACHER  PERFORMANCE 

Two  deeply  rooted  fallacies  about  teacher  performance  help  explain  why  the 
misunderstanding  of  teacher  retention  persists. 

First  is  the  conviction  that  most  low-performing  teachers  will  improve  to  an  acceptable 
level  in  the  future.  If  struggling  teachers  can  generally  be  expected  to  improve,  there  is  less 
reason  to  treat  them  differently  than  Irreplaceables  when  it  comes  to  retention.  Principals 
could  simply  focus  on  retaining  and  developing  all  teachers. 

Second  is  the  assumption  that  new  teachers  will  almost  always  be  less  effective  than 

experienced  teachers.  If  principals  believe  that  a  new  teacher  is  unlikely  to  achieve  better 
outcomes  than  a  struggling  but  seasoned  teacher,  they  will  understandably  be  hesitant  to 
invest  time  and  energy  in  replacing  one  with  the  other. 

Both  assumptions  encourage  a  simplistic  and  hands-off  approach  to  teacher  retention.  But 
both  assumptions  are  wrong. 

Our  analysis  shows  that,  unfortunately,  struggling  teachers  rarely  improve— even  when 
principals  prioritize  development.  More  than  70  percent  of  the  principals  we  surveyed 
told  us  that  "teacher  development"  was  one  of  their  top  priorities— roughly  twice  the 
number  that  listed  "retention"  as  a  top  priority.''  Yet  even  three  years  later,  the  average 
experienced  low  performer  in  our  study  remained  less  effective  than  the  average  first-year 
teacher  (Figure  SJ.^" 

Contrary  to  the  conventional  wisdom  that  this  lack  of  success  causes  poorly  performing 
teachers  to  "self-select  outi'  few  leave  on  their  own.  About  7S  percent  of  low  performers 
remain  at  the  same  school  from  one  year  to  the  next.^*  Half  say  they  plan  to  remain  a 
teacher  for  at  least  another  decade.^^ 

In  most  cases,  even  a  brand-new  teacher  will  be  stronger.  Three  outof  four  times,  new 
teachers  perform  better  in  their  first  year  than  the  low-performing  teachers  they  replace, 
and  they  are  more  likely  to  improve  over  time.^^  Even  an  average  new  teacher  is  likely  to  be 
a  step  up. 

None  of  this  means  abandoning  development  as  a  strategy.  In  fact,  the  new  emphasis 
on  stronger  teacher  evaluation  systems  holds  great  promise  for  improving  teacher 
development  as  well,  because  helping  teachers  improve  is  one  of  the  main  goals  of  any 
evaluation  system.  But  schools  could  improve  the  qualil;y  of  education  they  offer  their 
students  right  away  (and  in  the  long  term,  too)  through  smarter  retention,  even  as  they  work 
to  improve  teacher  development. 

The  truth  about  these  two  widespread  misconceptions  raises  an  important  question:  When 
a  teacher  is  not  performing  as  well  as  a  brand-new  teacher  and  shows  no  signs  of  improving, 
what  should  happen  next?  Replacing  a  teacher  who  struggles  to  help  students  learn  can 
be  an  uncomfortable  decision,  but  the  alternative  is  far  riskier.  Doing  nothing  -the  choice 
most  principals  make— usually  guarantees  that  a  low-performing  teacher  will  teach  dozens 
or  even  hundreds  more  children,  and  never  improve. 


Contrary  to  the 
conventional  wisdom, 
poorly  performing 
teachers  rarely 
"self-select  out." 
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FIGURE  8  I  PERFORMANCE  COMPARISON  OF  NEW  TEACHERS  AND  EXPERIENCED  LOW  PERFORMERS 
OVERTHREE YEARS 
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Low  performers  rarely  improve  significantly. 
Everythrqe  years  later, ^ 


Median  percentile  ranks  by  population  scores;  Populations  definedin  5Y  2007-08.  Source:  District  C  data  from  SY  2007-08  through  SY  201 0-11. 
Trends  confirnfied  across  districts. 


"  ij'  ^\iJ 


A:Vi|\\Ul 


!"■  /''^  \ 


n  f 

u 

% 

LI 

1 

Hi 

rr" 

r  - 

'    1  i 

p 

i\\ 

L  1 

i  r" 

i 

i  

i|'A!'-i/;V.i. 


'■V      ^'     i    i    \  I 


More  than  75  percent 
of  Irreplaceables 
said  they  would  have 
stayed  at  their  current 
school  if  their  main 
issue  for  leaving  were 
addressed. 


EXPLORING  THE  REAL 
TEACHER  RETENTION  CRISIS 

The  nation's  urban  school  districts  are  losing  tlicir  most:  and  least  successful 
teachers  at  strikingly  similar  rates.  In  tlie  four  districts  we  studied,  6  to  1 7  percent 
of  Irreplaceables  left  their  district  at  tlie  end  of  each  school  year,  compar  ed 
with  6  to  21  percent  of  low  performers.'*  Instead  of  improving  tlie  quaUt)' 
of  instruction  tliey  offer  their  students  by  increasing  the  proportion  of  great 
teachers  and  decreasing  the  proportion  of  struggling  teachers,  our  schools  are 
running  in  place.  This  is  die  real  teacher  retention  crisis. 

Based  on  these  trends,  we  estimate  that  approximately  10,000  Irreplaceables 
leave  the  50  largest  school  districts  across  die  country  each  year.  Many  of  these 
teachers  are  just  starting  their  careers:  In  one  typical  district  we  studied,  nearly 
one-third  of  aU  Irreplaceables  left  within  two  years,  and  almost  half  left  within 
five  years  (Figure  9). 

At  the  same  time,  close  to  100,000  low  performers  stay,  helping  to  create  a 
situation  where  40  percent  of  teachers  with  more  than  seven  years  of  experience 
were  not  even  as  effective  as  an  average  brand-new  teaclier.^^  Millions  of 
students  learn  from  less  effective  teachers  as  a  result,  and  struggling  schools 
become  locked  in  a  cycle  of  failure  that  prevents  them  from  ever  having  enough 
effective  teachers  to  help  their  students  succeed. 

It's  not  inevitable.  Our  findings  suggest  that  Irreplaceables  usually  leave  for 
reasons  that  their  school  could  have  controlled.  Less  than  30  percent  of  those 
who  planned  to  leave  in  the  next  three  years  said  tliey  were  doing  so  primarily 
for  personal  reasons.'^  More  than  half  said  diey  planned  either  to  continue 
teaching  at  a  nearby  school  or  continue  working  in  K-1 2  education.*'  And  more 
than  75  percent  said  they  would  have  stayed  at  their  school  if  their  main  issue  for 
leaving  were  addressed. 

Tliis  situation  would  be  unfatliomable  in  almost  any  other  profession  ^vliere 

indiwdual  performance  matters,  Imagine  if  star  quarterbacks  routinely  left  pro- 
football  teams  and  those  teams  made  no  effort  to  con\'ince  them  to  stay,  only  to 
backfill  tlieir  places  with  less  capable  playei-s,  leading-  to  prolonged  losing  streaks. 
Fans  would  be  enraged,  and  tlie  coacli  and  general  manager  would  almost 
certainly  be  shown  the  door.  Yet  a  similar  scene  plays  out  every  year  in  schools 
across  the  countiy,  ivhere  the  stakes  for  students  and  their  famihes  are  much 
higher  tlian  points  on  a  scoreboard. 

Schools  clearly  cannot  expect  to  retain  all  of  tiieir  best  teachers  and  none 
of  their  lowest  performers.  But  they  should  be  able  to  keep  a  much  higher 
percentage  of  Irreplaceables  dian  lo^v  performers.  Yet  diis  is  not  happening  in 
most  schools  today.  Why  not? 


FIGURE  9  I  HIGH-PERFORMING  TEACHER  ATTRITION  AND  CUMULATIVE  RETENTION  IN  DISTRICT  D. 
IN  FIRST  FIVE  YEARS  OF  CAREER 
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Irreplaceables, 
especially  early 
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Single-year  district  attrition  estimates  based  on  years  of  seniority;  cumulative  district  attrition  estinnates  calculated  following  the  methodology 
of  Ingersoll  (2003).  Source:  District  D  data  from  SY  2009-10  through  SY  2010-1 1.  Cumulative  attrition  trend  confirmed  across  districts. 


These  destructive  retention  patterns  occur  mainly  because 
leaders  at  all  levels  let  them  happen.  Principals  don't  try 
particularly  hard  to  keep  their  Irreplaceables,  nor  do 
they  make  a  special  efTort  to  counsel  out  or  dismiss  low- 
performing  teachers — even  though  those  teachers  rarely 
improve.  Instead,  they  seem  content  to  keep  whichever 
teachers  are  willing  to  stay  and  lose  whichever  teacliers 
decide  to  leave,  regardless  of  skill. 

And  why  should  they  act  any  differently?  District 
admmistrators  generally  do  not  prioritize  or  hold  principals 
accountable  for  smarter  retention  decisions.  And  as  has 
been  weU  documented  by  TNTP  and  others,  an  array  of 
poUdes — from  compensation  systems  that  pay  the  least 


effective  teachers  more  than  the  most  effective,  to  layoff 
rules  that  make  it  illegal  to  keep  Irreplaceables  during 
tough  economic  times — stand  ready  to  undermine  efforts 
to  build  stronger  instructional  teams. 

In  short,  tlie  real  retention  crisis  is  fueled  by  an  unspoken 
consensus  that  schools  are  not  obligated  to  be  strategic 
about  tlie  teachers  they  keep.  The  primary  retention 
strategy  in  most  scliools  is  not  having  a  strategy  at  all. 

On  tlie  following  pages,  we  discuss  die  primary  causes  and 
consequences  of  the  aisis. 


"Positive,  effective 
communication 
between  teachers 
and  administration  is 
lacking.  Performance 
feedbacl<  is  missing. 
For  example,  my 
principal  never  once 
visited  my  classroom 
during  the  entire 
school  year  to  see  how 
effective  I  really  am 
with  my  students." 

-Irreplaceable  Teacher 


Principals  make  far  too  little  effort  to  retain  Irreplaceables 
or  remove  low-performing  teachers. 

Conventional  wisdom  says  daat  most  teacher  attrition  is  beyond  die  control  of 
scliools,  especiaRy  those  in  poor  communities.  The  assumption  is  tliat  tcacliers 
leave  because  of  major  life  events — starting  a  family,  for  example — or  due  to 
working  conditions  that  school  leaders  cannot  address  on  their  own,  sucli  as  low 
pay  or  inadequate  preparation. 

Many  of  these  factors  play  a  role  and  need  to  be  addressed.  But  on  balance, 
we  found  diat  the  conventional  ^^'isdom  is  wrong.  Less  than  30  percent  of 
Irreplaceables  who  plan  to  leave  their  school  do  so  for  personal  reasons  beyond 
their  school's  control,  and  principals  hold  significant  sway  over  die  decisions  of 
the  other  70  percent. {Figure  10  illustrates  the  future  plans  of  Irreplaceables 
who  intend  to  leave  in  one  district  we  studied.  Here  and  throughout  the  report, 
results  we  present  from  individual  districts  are  representative  of  results  from 
other  districts  we  studied  unless  odierwise  noted.) 


FIGURE  10  I  NEXT  STEPS  FOR  HIGH  PERFORMERS  LEAVING  THEIR 
SCHOOL  IN  DISTRICT  A,  2010-11 
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3  in  4  high-performing  teachers  with  plans  to  leave 
their  schools  say  they  would  stay  if  their  top  reason 
for  leaving  improved. 


Population  includes  high  performers  only. 

Source:  District  A  data  and  survey  data.  Trends  confirmed  across  districts. 


FIGURE  11 1  LOW-COST  RETENTION  STRATEGIES  FOR  IRREPLACEABLES 
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1.  Provided  me  with  regular,  positive  feedback 

2.  Helped  me  identify  areas  of  development 

3.  Gave  me  critical  feedback  about  my  performance  informally 

4.  Recognized  my  accomplishments  publicly 

5.  Informed  me  that  I  am  high-performing 


RESPONSIBILITY  6  ADVANCEMENT 


6.  Identified  opportunities  or  paths  for  teacher  leader  roles 

7.  Put  me  in  charge  of  something  important 


RESOURCES      8.  Provided  me  with  access  to  additional  resources  for  my  classroom 


Top  teachers  who  experience  two  or  more  of  these  retention  strategies  plan  to  keep 
teaching  at  their  schools  for  nearly  twice  as  long  (2-6  more  years). 


Low-cost  retention  strategies  defined  as  ttiose  that  influence  planned  school  retention  of  Irreplaceables.  Source:  District  and  survey  data. 


We  identified  eight  strategies  that  helped  boost  teacher 
retention  at  the  schools  wc  studied  (Figure  11).  These  are 
strategies  most  school  leaders  could  start  implementing 
tomorrow,  without  any  changes  in  policies,  contracts  or 
laws,  and  at  litde  or  no  cost.  They  work  regai^dless  of  the 
working  conditions  or  academic  success  of  a  school.'" 

Irreplaceables  who  experienced  two  (or  more)  of  these 
strategies  planned  to  remain  at  their  schools  up  to  six  years 
longer  than  those  who  didn't.^'  Even  so,  one-diird  to  half 
of  the  Irreplaceables  we  surveyed  said  tliey  had  actually 
experienced  fewer  than  two  of  these  retention  strategies.^' 
About  a  quarter  said  they  had  experienced  none  at  all.'' 


It  is  difficult  to  overstate  the  disconnect  between  the 
contributions  of  these  teachers  and  tlie  ti-eatnient  they 
receive.  These  teachers  consistentiy  help  students  achieve 
life-changing  results,  yet  most  of  them  never  receive 
positive  feedback  or  public  recognition  from  tiieir  school.'* 
Two-tliirds  of  Irreplaceables  told  us  that  nobody  even 
botliercd  to  encourage  tliem  to  return  for  another  year.^' 
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This  negligent  approach  to  retention  extends  to  low- 
performing  teachers,  too.  Principals  rarely  counsel  these 
teachers  out,  pursue  formal  dismissal,  or  even  tell  them 
that  they  are  low  performing,  despite  the  fact  that  they 
rarely  improve.  In  fact,  two  out  of  diree  low-performing 
teachers  believe  diey  are  above-average  or  even  exceptional 
at  their  jobs.''' 

Our  research  indicates  that  principals  are  capable  of 
ushering  low  performers  out  simply  by  being  candid  with 
them  about  dieir  performance  and  fit  in  the  school.  In 
one  district,  teachers  whose  principals  encouraged  them 
to  leave — ^by  informing  them  diey  are  low  performing, 
expHcitly  suggesting  that  they  leave,  or  giwng  them  a  low 
performance  evaluation  rating — were  nearly  three  times 
more  likely  to  plan  to  leave."  Yet  just  one-fifdi  of  cmTent 
low  performers  in  that  district  left  or  told  us  diey  had 
experienced  an  attrition  strategy  in  the  last  year  (Figure  12). 


On  the  rare  occasions  when  principals  take  a  more  active 
role  in  teacher  retention,  they  tend  to  take  a  blanket 
approach  that  encourages  as  many  low  performers  to  stay 
as  Irreplaceables.  Low-performing  teachers  experienced 
seven  of  the  eight  retention  strategies  we  identified  about 
as  often  as  Irreplaceables.'^  They  were  even  as  likely  to  be 
olfered  teacher  leadership  roles.'' 

With  such  an  indiscriminate  approach  to  retention, 
principals  miss  countless  opportunities  to  improve  die 
quality  of  teadiing  in  their  schools.  They  could  hold  on 
to  more  Irreplaceables  simply  by  trying  to  do  so.  More 
low-performing  teachers  would  leave  if  principals  stopped 
encouraging  diem  to  stay  and  started  nudging  them  in 
the  opposite  direction.  A  littie  effort  could  make  a  big 
difference — ^but  most  principals  are  hardly  trying. 
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FIGURE  12  I  ATTRITION  ENCOURAGEMENT  AMONG  LOW-PERFORMING  TEACHERS  IN  DISTRICT  D.  2010-11 


Just  one-fifth 
of  low  performers 

left  or  were 
encouraged  to  leave 


3%  11% 
left  the  experienced 
district    an  attrition 
strategy 


More  than  one-third 
of  low  performers 

were  encouraged  to  stay 


37% 

experienced  a  retention  strategy 


When  teachers  were  encouraged  to  leave,  they  were  almost  three  times  as  likely 
to  plan  to  leave  at  the  end  of  the  year  as  those  who  were  not. 


Population  includes  low  performers  only.  Low  performer  population  who  responded  to  retention  strategies  question  was  assumed  to  be 
representative  of  all  low  performers.  Source:  District  D  data  and  survey  data. 
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CAUSE  2: 

Poor  school  cultures  and  working  conditions  drive  away  great  teacliers. 


The  strategies  listed  in  Figure  11  can  help  any  scliool 
retain  more  Irreplaceables,  but  creating  a  professional 
environment  where  the  best  teachers  are  excited  to  work 
makes  a  big  difference. 

Li  die  course  of  our  research,  we  found  similar  cultures 
at  scliools  that  retained  high  percentages  of  tlieir 
Irreplaceables.  In  particular,  principals  at  these  schools 
were  more  likely  to  clearly  communicate  high  expectations 
to  teachers  and  ensure  diat  teachers  feel  supported, 
and  less  likely  to  tolerate  ineffective  teaching.''"  In  short, 
tliese  principals  were  able  to  create  strong  instructional 
cultures — ^where  teacliers  work  in  an  atmosphere  of 
mutual  respect  and  trust,  where  school  leaders  take  action 
widi  teachers  who  perform  poorly,  and  where  great 
teaching  is  the  top  priority  (Figure  13). 

Principals  who  fail  to  build  this  kind  of  culture  find  it 
much  more  difficult  to  retain  their  best  teachers.  In  the 
districts  we  studied,  turnover  rates  among  Irreplaceables 
were  50  percent  higher  in  schools  wth  weak  instructional 
cultures  than  in  those  with  strong  cultures.*' 

Culture  and  working  conditions  are  especially  large 
problems  at  struggling  scliools.*'  Teachers  at  low-acliieviiig 
sdiools  are  much  less  satisfied  with  working  conditions 


than  their  colleagues  at  high-achieving  schools.  Only  32 

to  45  percent  of  teachers  at  low-achieving  schools  said 
that  their  school  was  "a  good  place  to  teach  and  learn," 
compared  with  70  to  82  percent  of  teachers  at  high- 
acliieving  schools  (Figure  14). 

Teacliers  at  low-achieving  schools  are  also  less  satisfied 
witli  parent  involvement,  student  conduct,  school  safety 
and  school  location.*'  They  are  less  satisfied  with  the 
quality  of  their  school  leaders  and  coUeag^ies.''"'  Not 
surprisingly,  teachers  at  diese  sdiools  generally  plan  to 
stay  about  two  and  a  half  fewer  years  than  teadiers  at 
high-profidency  schools.*^ 

Aldiougli  die  primaiy  responsibility  for  building  and 
nurturing  school  culture  rests  witii  individual  prindpals, 
district  leaders  play  an  important  role  too.  For  example, 
they  can  survey  teachers  and  students  regularly  to  ensure 
tiiat  principals  have  regular,  actionable  information  about 
the  gaps  in  their  schools'  culture  and  working  conditions. 

Retaining  as  many  Irreplaceables  as  possible  requires 
a  shared  commitment  from  school  and  district  leaders 
to  address  working  conditions  that  can  drive  great 
teachers  away. 
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FIGURE  13  I  TEACHERS  AGREEING  WITH  STATEMENTS  ON  THEIR  SCHOOL'S  CULTURE 


Teachers  Agreeing:  "There  is  an  atmosphere 
of  mutual  respect  and  trust  in  my  school" 
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119% 
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District  A  Districts    District  C    District  D 


Teachers  Agreeing:  "My  school  leaders  take 
action  with  teachers  who  perform  poorly  in 
the  classroom" 


67% 
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170/ 
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District  A  Districts    District  C    District  D 


Schools  with  a  Strong  Instructional  Culture  (Top-Quartile  Schools) 
Schools  with  a  Weak  Instructional  Culture  (Bottom-Quartile  Schools] 
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Turnover  rates  among  irreplaceables  were  50  percent  higher  in 
schools  with  weak  instructional  cultures. 


Instructional  culture  Identified  by  a  campus  index  created  from  teacher  responses  to  the  following  three  survey  questions:  "My  schoolis 
committed  to  improving  my  instructional  practice,""Teachers  at  my  school  share  a  common  vision  of  what  effective  teaching  looks  like,"  and 
"The  expectations  for  effective  teaching  are  clearly  defined  at  my  school."  Only  includes  schools  meeting  a  minimum  survey  response  rate. 
Source:  District  and  survey  data. 


FIGURE  14  I  TEACHERS  AGREEING:  "MY  SCHOOL  IS  A  GOOD  PLACE  TO  TEACH  AND  LEARN" 
82% 


74% 


74% 


41% 


70% 

■10% 

1 

District  A     Districts     District  C     District  D 
High-Proficiency  Schools      ■  Low-Proficiency  Schools 


Culture  and  working 
conditions  are 
especially  large 
problems  at 

struggling  schools. 


Responses  compared  for  teachers  at  schools  in  highest  school-level  math  proficiency  quintile  and  teachers  at  schools  in  low/est  school-level  math 
proficiency  quintile.  Source:  District  and  survey  data. 
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CAUSE  3: 

Policies  give  principals  and  district  leaders  few  incentives  to 
change  their  ways. 

If  principals  can  improve  their  schools  just  by  making  smarter  retention 

decisions,  wliy  don't  they? 

In  most  districts,  managmg  teacher  i-etention  is  simply  not  considered  a  priority 
for  principals."  None  of  the  districts  we  studied  recruit,  train  or  evaluate 
principals  based  on  their  willingness  and  ability  to  make  smart  decisions  about 
teacher  retention  based  on  performance.'*'  Most  don't  even  track  separate 
retention  rates  for  Irreplaceables  and  low  performers. 

It's  unrealistic  to  hope  principals  will  do  something  they  weren't  hired,  aren't 
required,  and  receive  litde  support  to  do.  Indeed,  only  35  percent  of  principals 
agree  that  district  policies  support  their  efforts  to  keep  effective  teacliers.'" 
About  the  same  number  believe  they  have  the  necessary  flexibility  to  ensure 
that  their  most  effective  teachers  ai-e  retained.'*' 

The  few  principals  who  focus  on  smart  retention  decisions  despite  these 
conditions  encounter  outdated  policies — well-documented  by  TNTP 
and  others — drat  st^'mie  flieir  efforts  and  encourage  indifference  to 

teacher  performance,^'' 

Should  we  be  surprised  that  school  and  district  leaders  aren't  eager  to  bang  their 
heads  against  this  wall?  A  passive,  indiscriminate  approach  to  teacher  retention 
is  a  rational  response  to  policies  that  encourage  exactly  that. 

Removing  the  policy  roadblocks  to  smart  retention  sb'ategies  will  not,  by  itself, 
solve  the  retention  crisis.  In  fact,  we  found  that  most  principals  continue  their 
hands-ofi'  ap]jroach  to  retention  even  after  policy  barriers  disappear.''  But  as 

long  as  iJie  poUcy  landscape  promotes  negligent  retention,  and  until  district 
leaders  require  principals  to  make  retention  a  priority,  we  can't  expect  to  see 
much  progress. 


"Removal  of  ineffective 
teachers  is  a 
difficult  and  mostly 
unsuccessful  process." 

-Principal 


21 


POLICY  BARRIERS  TO  SMART  RETENTION 

Principals  in  most  districts  face  a  number  of  policy  barriers  that  discourage  or  even  prevent  them 
from  making  smarter  retention  decisions. 


Meaningless  evaluation  systems 

As  we  documented  in  our  2009  study,  The  Widget  Effect,  teacher 
evaluation  systems  in  many  districts  rate  nearly  all  teachers 
"good"  or  "great"  and  provide  little  insight  into  any  individual 
teacher's  success  in  the  classroom,  making  it  difficult  to  identify 
Irreplaceables  or  low-performing  teachers  in  the  first  place.^^ 
Since  then,  several  stales  and  districts  have  built  better,  more 
rigorous  evaluation  systems,  and  many  others  have  promised  to 
do  so.  But  at  this  point,  the  principalof  a  typical  urban  school  still 
can't  count  on  the  formal  evaluation  process  to  be  of  much  help. 

Lockstep  compensation  systems 

Principals  can  do  many  things  to  persuade  Irreplaceables  to  stay, 
but  they  can  rarely  try  one  of  the  most  obvious  tactics:  offering  a 
raise.  That's  because  most  school  districts  use  a  single  predefined 
salary  schedule  that  is  hard-wired  to  undervalue  great  teaching. 
These  systems  award  raises  based  solely  on  seniority  and  degrees, 
without  regard  to  performance^^— meaning  that  the  only  way  many 
Irreplaceables  can  earn  a  substantial  raise  is  by  leaving.  Many  do 
just  that.  In  two  of  the  districts  we  studied,  Irreplaceables  were 
more  than  twice  as  likely  as  low  performers  to  cite  dissatisfaction 
with  compensation  as  a  reason  for  leaving.^'' 

In  the  districts  we  studied,  compensation  systems  were  especially 
demeaning  to  teachers  who  excel  early  in  their  careers,  yet  often 
earn  far  less  than  many  of  their  low-performing  colleagues.^'  In  all, 
about  55  percent  of  Irreplaceables  in  the  districts  we  studied  earn 
lower  salaries  than  the  average  ineffective  teacher.^^  Teachers 
in  this  situation  must  wait  20  years  or  more  to  reach  the  top  of 
the  salary  scale,  while  they  watch  low-perfofming  colleagues  get 
rewarded  year  after  year.^' 

Lack  of  career  pathways 

For  most  Irreplaceables,  a  promotion  is  as  unlikely  as  a  raise, 
unless  they  leave  the  classroom.  Fewer  than  30  percent 
of  Irreplaceables  told  us  that  their  schools  had  identified 
opportunities  for  them  to  serve  as  teacher  leaders,  because  such 
positions  were  offered  just  as  often  to  lower-performing  teachers 
or  didn't  exist  at  a\\?^  In  most  districts,  the  only  way  upthe  career 
ladder  is  to  become  an  administrator— which  comes  with  a  higher 
salary,  but  fewer  opportunities  to  teach  students. 

Not  surprisingly,  in  two  districts  we  studied,  Irreplaceables  were 
also  more  likely  than  low  performers  to  cite  dissatisfaction  with 
career  advancement  opportunities  as  a  reason  for  leaving. 


Quality-blind  layoff  rules 

Principals  who  convince  their  Irreplaceables  to  stay  might  be 
forced  to  fire  them  anyway  if  layoffs  become  necessary,  since 
most  districts  rely  on  quality-blind  rules  to  decide  which  teachers 
to  keep  during  layoffs.  Under  these  policies,  schools  must  base 
layoff  decisions  on  seniority  alone,  meaning  that  Irreplaceables 
can  be  laid  off  even  as  their  lower-performing  colleagues  remain. 
Quality-blind  rules  lead  to  more  layoffs  overall,  erode  instructional 
quality  and  hurt  schools  in  high-need  communities  the  most,  yet 
they  persist  in  most  states  and  districts  across  the  country.  Many 
states  have  codified  quality-blind  rules  in  legislation,  actually 
making  it  illegal  for  schools  to  keep  early-career  Irreplaceables 
during  tough  economic  times.  There's  no  clearer  example  of  a 
policy  that  treats  Irreplaceables  as  expendable.^" 

Forced  placement  staffing  policies 

Staffing  rules  in  many  districts  make  principals  think  twice 
about  replacing  any  low-performing  teacher.  That's  because 
many  districts  still  allow  teachers  to  be  force-placed  into  open 
positions  in  schools,  a  process  that  disrespects  teachers  and  has 
a  chilling  effect  on  principals'  efforts  to  build  strong  instructional 
teams,^^  If  you  knew  that  your  attempts  to  hire,  develop  and  retain 
high-performing  teachers  could  be  undone  at  any  moment,  why 
would  you  bother?  And  why  take  the  risk  that  the  teacher  force- 
placed  into  the  vacancy  left  by  a  low  performer  could  be  even  less 
effective,  or  a  bad  match  for  the  school? 

Onerous  dismissal  rules 

As  a  practical  matter,  it  is  tremendously  difficult  for  most  principals 
to  formally  dismiss  a  tenured  teacher  for  poor  performance.  The 
onerous  dismissal  rules  in  place  in  most  school  districts  have  been 
well-documented;  they  require  mountains  of  paperwork,  months 
of  hearings  and  hundreds  of  hours  of  a  principal's  time  to  dismiss 
a  single  teacher-with  no  guarantee  that  the  district  will  back  the 
request  or  that  the  teacher  will  actually  be  fired  even  if  the  principal 
diligently  follows  every  step  of  the  process.'^ 


About  55  percent  of  Irreplaceables 

earn  lower  salaries  than  the  average 
ineffective  teacher. 
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Negligent  retention  has  immediate  and  devastating  effects  on  individual  students 
who  are  deprived  of  potentially  life-changing  teachers.  It  also  hurts  entire 
schools — especially  low-performiiig  schools,  which  have  little  hope  of  improving 
until  they  start  making  smarter  retention  decisions.  Decades  of  research  have 
proven  that  no  school  factor  has  a  greater  impact  on  student  achievement  tlian 
the  effectiveness  of  the  teacher  at  the  front  of  each  classroom.^^  Sustainable 
improvement  will  be  possible  only  when  struggling  sdiools  keep  more  of  their 
best  teachers  and  fewer  of  tlieir  lowest  performers. 

But  the  consequences  extend  far  beyond  students  and  sclaools.  The  neglect  of 
Irreplaceables  is  just  one  glaring  symptom  of  a  wider  problem:  a  profession 
that  has  become  one  of  low  performance  standards  and  the  lack  of  respect  that 
accompanies  diem. 

CONSEQUENCE  1: 

School  Turnaround  Is  Nearly  Impossible. 

Current  retention  patterns  lock  our  lowest-achiewng  schools  into  a  cycle  of 
failure,  because  tiiey  have  proportionally  fewer  Irreplaceables  and  more  low- 
performing  teachers  to  begin  with.  In  the  four  districts  we  studied,  schools  widi 
the  lowest  student  proficiency  rates  had  half  as  many  Irreplaceables  and  one  and 
a  half  times  the  share  of  low-performing  teachers  as  high-proficiency  schools.^* 

Consider  a  cluster  of  10  low-achieving  schools  in  the  districts  we  studied. 
Only  12  percent  of  diese  schools'  teachers  were  Irreplaceables,  while  19  percent 
were  low  performers.^^  At  schools  with  average  student  proficiency  levels,  the 
pattern  is  reversed:  1 8  percent  of  teachers  are  Irreplaceables  and  14  percent  are 
low  performers.^* 

To  build  even  an  average  faculty,  these  10  schools  would  collectively  need 
to  counsel  out  one-diird  of  dieir  low  performers  and  keep  nearly  all  dieir 
Irreplaceables  every  year,  for  four  years  in  a  row.  But  right  now,  the  schook 
keep  all  dieir  teachers  at  roughly  the  same  rates  (losing  about  1 4  percent  of  all 
teachers  annually).  The  quality  of  instruction  will  remain  ^vell  below  average 
unless  principals  and  district  leaders  focus  on  keeping  more  Irreplaceables  and 
fewer  low  performers  (Figure  15). 

Put  simply,  most  struggling  schools  won't  ever  have  as  many  high-performmg 
teachers  as  other  scliools — and  are  unlikely  to  improve  significandy — without 
making  smart  retention  a  top  priority.  Negligent  retention  creates  permanent 
inequity. 


Most  Struggling 
schools  won't  ever 
have  as  many  high- 
performing  teachers 
as  other  schools 
without  making 
smart  retention  a 
top  priority. 
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FIGURE  15  I  SIMULATED  TEACHER  RETENTION  PATTERNS  IN  10  LOW-PERFORMING  SCHOOLS,  EACH  WITH  20  TEACHERS 
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By  changing  which  teachers  leave,  low-performing  schools  can  reach  an 
average  teacher  composition  in  a  few  years. 


Number  of  total  teachers  is  200.  Starting  composition  is  24  high  performers,  138  mid  performers,  and  38  low  performers.  Ending  composition  for 
negligent  retention  is  25  high  performers.  141  mid  performers,  and  34  [ovj  performers.  Ending  composition  for  smart  retention  is  36  high  performers, 
147  mid  performers,  and  17  low  performers.  Analysis  only  includes  schools  v^ith  a  minimum  of  7  teachers  with  value-added  orgrowthdatain 
each  year.  Composition  data  based  on  an  average  of  3  years;  attrition  and  pipeline  data  based  on  an  average  of  2  years.  Models  using  the  teacher 
composition  at  low-  and  mid-proficiency  schools,  defined  by  school-level  math  proficiency  quintile.  Model  does  not  assume  any  fluctuation  in  teacher 
populations  at  schools  and  assumes  population  of  teachers  with  performance  data  reflects  the  effectiveness  of  all  teachers  at  these  schools. 
Overall  attrition  and  incoming  pipeline  rate  held  steady  each  year.  Source:  District  D  data  from  5Y  2007-08  through  SY  2009-10. 


CASE  STUDY:  A  CULTURE  OF  HIGH  PERFORMANCE  EXPECTATIONS 


Few  schools  currently  practice  smart  teacher  retention,  but  we 
found  several  that  show  it  is  possible.  For  example,  the  majority  of 
schools  in  one  high-performing  charter  management  organization 
we  studied  achieved  smart  teacher  retention  patterns.^^Together, 
these  schools  retained  75  percent  of  high  performers  and  no  more 
than  35  percent  of  low-performing  teachers.^^ 

These  schools  set  high  expectations  forteachers.  Compared 
with  teachers  we  surveyed  in  the  four  other  urban  districts  that 
we  studied,  teachers  at  these  schools  were  much  more  likely 
to  report  that  evaluation  ratings  carried  positive  and  negative 
consequences,  and  that  school  leaders  took  action  with  low- 
performing  teachers.^^  More  than  70  percent  of  the  teachers 
at  these  schools  told  us  that  their  school  did  not  tolerate  poor 
performance,  compared  to  only  38  to  47  percent  in  the  urban 
districts  we  studied/" 


In  particular,  these  schools  set  a  clear  expectation  that  low- 
performing  teachers  could  not  remain  on  the  job  unless  they 
improved  quickly.  Principals  told  us  that  they  expected  low- 
performing  teachers  to  become  effective  within  one  school  year, 
whereas  other  principals  we  surveyed  often  told  us  that  teachers 
should  have  two  or  three  years  to  improve— or  longer/' 

Yet  this  focus  on  high  standards  did  not  make  teachers  unhappy. 
In  fact,  almost  90  percent  of  teachers  at  these  schools  said  they 
were  satisfied  with  their  work  environment,  compared  to  55  to  62 
percent  of  teachers  in  the  urban  districts  we  studied/^ 


CONSEQUENCE  2: 

The  Teaching  Profession  Is  Degraded. 

Beyond  the  academic  consequences^  tiie  hands-off  approach  to  retention 
degrades  tlie  teaching  profession.  It  sends  tlie  dangerous  message  that  great 
teachers  are  expendable,  and  it  devalues  real  achievement.  In  the  dishicts  we 
studied,  for  example,  nearly  identical  percentages  of  Irreplaceables  and  low- 
performing  teachers  told  us  then-  school  had  recognized  tlieir  accomplishments 
publicly."  Praise  handed  out  witliout  regard  to  performance  loses  mucli  of  its 
meaning,  and  might  even  ring  hollow  to  truly  outstanding  teachers. 

The  fact  that  indiscriminate  retention  policies  allow  many  low  performers  to 
remain  on  the  job  has  not  gone  unnoticed  by  suiyoue,  including  teachers.  Fewer 
tlian  half  of  the  teachers  we  surveyed  believed  that  their  schools  had  a  low 
tolerance  for  ineffective  teaching.'* 

Teaching  is  an  extremely  difficult  job,  and  teaching  in  a  high-need  school  is 
even  tougher.  Anyone  who  signs  up  for  such  demanding  work  deserves  enormous 

respect.  But  our  analysis  and  decades  of  research  have  shown  that  good 
intentions  cannot  substitute  for  good  performance.  Most  of  the  low-performing 
teachers  we  studied  report  working  quite  hai'd — but  tliey  are  not  helping  dieir 
students  learn  as  much  as  diey  need  to  learn. 

Telling  someone  that  their  best  is  not  good  enough  is  never  easy,  but  a  willingness 
to  do  it  is  the  hallmark  of  a  true  professional.  Teachers  deserve  to  be  valued  for 
dieir  skUl,  not  their  intentions.  Tolerating  poor  performance  keeps  ineffective 
teachers  in  the  classroom  indefinitely  and  sends  a  devastating  message  to 
outstanding  teachers.  Most  importandy,  it  hurts  the  reputation  of  die  entire 
profession,  allowing  it  to  be  defined  by  mediocrity  ratlier  than  excellence. 


"Poor  teachers  are 
not  called  out  on  their 
lack  of  preparation, 
which  greatly  affects 
everyone  else." 

-Irreplaceable  Teacher 
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Because  leaders  at 
every  level  helped 
create  the  real 
retention  crisis, 
they  all  have  an 
opportunity— 
and  a  responsibility- 
to  help  solve  it. 


TIME  TO  END  A  SAD  TRADITION  OF  NEGLECT 

Eveiyone  who  leads  or  sets  policy  for  schools  has  helped  a-eate  the  real  retention 
crisis.  The  unfortunate  tnith  is  that  Irreplaceables  have  had  no  champion 
protecting  their  interests. 

Teachers'  unions  often  lead  the  charge  for  better  working  conditions  and  pay. 
But  they  also  tend  to  support  policies  that  encourage  or  require  principals 
to  keep  teachers  regardless  of  their  success  in  the  classroom — jjerhaps 
understandably,  because  a  union's  cliai'ge  is  to  protect  die  jobs  of  all  its 
members,  not  just  the  jobs  of  its  most  skilled  members.  The  price  of  such 
policies  is  the  diminishment  of  the  profession. 

It  takes  two  parties  to  agree  to  a  contract  and  many  votes  to  pass  a  law,  so 
superintendents,  school  boards  and  legislators  share  the  responsibility  when  diey 
accept  and  fail  to  challenge  these  counterproductive  policies. 

Furthermore,  district  leaders  often  do  Htde  to  address  the  poor  working 
conditions  and  management  practices  that  drive  great  teacliers  from  the 
classroom.  Principals  are  not  trained  or  expected  to  create  school  cultures 
that  attract  the  best  teachers,  or  to  take  even  simple  steps  to  improve  retention 
patterns  within  the  current  policy  environment.  And  as  we've  seen,  they  rarely 
make  such  an  effort  on  their  own. 

Teachers  themselves  bear  the  least  responsibility'  for  this  crisis.  It  is  not  a  great 
teacher's  responsibility  to  remain  at  a  school  diat  fails  to  value  great  teaching. 
Nor  is  it  the  fault  of  any  teacher  that  education  leaders  have  set  die  bar  for 
acceptable  performance  far  too  low,  for  far  too  long.  The  surprise  is  that  so  many 
strong  teachers  have  been  willing  to  remain  in  schools  that  appear  completely 
indifferent  to  their  contributions,  and  diat  they  have  not  demanded  change. 

It  is  time  to  adopt  a  new  sti"ategy  on  teacher  retention.  Because  leaders  at  every 
level  helped  aeate  the  real  retention  crisis,  tiiey  all  have  an  opportunity — and  a 
responsibility — to  help  solve  it. 
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RECOMMENDATIONS:  SMART  RETENTION 

In  3  out  of  the  4  districts  we  studied,  retention  rates  were 
higher  at  schools  where  teachers  reported  a  low  tolerance  for 
poor  performance. 

Schook  that  practice  smart  retention  improve  the  quaht^'  of  their  instructional 
teams.  They  increase  their  concentration  of  top  teachers  and  decrease  their 
concentration  of  low  performers,  often  widiout  raising  their  overall  turnover 
rate.  These  changes  have  tlie  potential  to  boost  student  learning  dramatically,  yet 
only  around  1  in  10  of  the  schools  we  studied  practiced  smart  retention  for  three 
years  in  a  row." 

How  can  we  break  the  destructive  retention  trends  that  have  held  urban  schools 
back  for  decades? 

As  we  have  shown,  it  starts  with  simple  steps  tiiat  any  principal  can  take 
right  away.  Principals  need  to  use  evaluation  i-esults  and  odier  performance 
information  to  make  smarter,  more  deliberate  decisions  about  the  teachers  they 
hire,  develop  and  retain — and  they  need  to  see  this  as  one  of  the  most  important 
parts  of  their  job.  District  leaders  need  to  support  principals  in  making  those 
choices  and  hold  them  accountable  for  making  the  right  ones. 

But  principals  alone  cannot  solve  tiie  more  fundamental  problem  tiiat  created 
the  crisis  in  the  first  place:  an  industiy  that  has  hecnmc  largely  indiffei'ent  to 
performance.  Addressing  this  problem  requires  a  concerted  effort  at  all  levels  to 
rebuild  the  teaching  profession  around  its  top  practitioners.  That  means  setting 
clearer  standards  for  good  teadiing  and  dismantling  policies  tiiat  disregard 
classroom  performance.  It  also  means  acknowledging  and  responding  to  some 
hai-d  truths:  that  some  people  may  never  become  effective  teachers,  no  matter 
how  hard  they  try,  and  that  decades  of  indifference  have  allowed  too  many  low- 
performing  teachers  to  remain  in  the  profession  despite  a  lack  of  success. 

Neither  the  teaching  profession  nor  our  schools  can  move  forward  without  these 
clianges.  Some  will  protest  that  the  opposite  is  true — that  higher  standards  will 
drive  teachers  away,  and  that  removing  any  teachers  will  alienate  all  teachers. 
In  fact,  oiu-  past  research  suggests  that  it's  actually  the  failure  to  recognize  great 
teaching  and  enforce  high  expectations  that  weakens  a  school's  insti  uctional 
culture.™  In  three  out  of  the  four  districts  we  studied,  retention  rates  were  higher 
at  schools  where  teacliers  reported  a  low  tolerance  for  poor  performance." 
And  Irreplaceables  who  believe  their  colleagues  are  mostly  effective  told  us  they 
would  remain  at  their  scliools  longer. '° 

We  believe  tire  lesson  is  clear:  Good  teachers  don't  leave  demanding  schools  that 
hold  them  to  high  expectations;  they  leave  schools  that  aren't  serious  about  good 
teaching.  Below,  we  detail  the  two  keys  to  soMng  the  real  teacher  retention  crisis: 

O  Make  retention  of  Irreplaceables  atop  priority 

(2)  Strengthen  the  teaching  profession  through  higher  expectations 


® 

MAKE  RETENTION  OF  IRREPLACEABLES  A  TOP  PRIORITY 

"They  could  have  gotten  me  to  stay.  If  they  could  have  put  me  in 
charge  of  paraprofessional  development,  or  given  me  some  sort  of 
leadership  opportunity  so  I  could  feel  I  was  impacting  my  school 
beyond  my  classroom,  that  would  have  been  a  big  deal  for  me" 

-Irreplaceable  Teacher 

A  combination  of  better  strategies,  better  leadership  and  better  policies  will  help 
keep  tlie  best  teadiers  in  the  classroom  longer. 

Set  clear,  public  retention  targets  for  Irreplaceables 
Districts  must  stem  the  tide  of  Irreplaceables  who  leave  their  schools,  especially 
tliose  who  leave  early  iu  dieir  careers.  In  general,  districts  should  aim  to  keep 
more  than  90  percent  of  their  Irreplaceables  every  year,  but  more  importantly, 
they  should  raise  the  retention  rate  of  Irreplaceables  in  their  first  five 
years  to  at  least  75  percent  (an  increase  of  about  50  percent). 

Districts  should  publicly  report  retention  results  by  school,  and  principals  and 
district  leaders  should  be  held  accountable  for  the  results.  In  particular,  they 
should  set  aggressive  goals  for  smart  retention  in  low-performing  turnaround 
schools,  to  help  these  schools  reach  at  least  the  district  average  in  teacher 
effectiveness  within  diree  to  four  years. 

Overhaul  principal  hiring,  support  and  evaluation  to  focus  on 
instructional  leadership 

Smart  retention  will  not  occur  at  scale  unless  principals  have  die  ability  to  build 
strong  instructional  teams  and  the  cultures  that  can  help  maintain  them.  This 
means  setting  and  enforcing  high  expectations  for  teachers — ^and  encouraging 
euery  Irreplaceable  to  stay  every  year.  Districts  should  make  these  leadership  skills 
an  integral  part  of  the  hiring,  development  and  evaluation  system  for  principals. 

For  example,  districts  should  liire  principals  who  have  a  strong  vision  for 
instruction  and  can  get  their  teachers  to  buy  in.  Development  for  principals 
should  focus  on  the  specific  steps  they  can  take  to  retain  more  Irreplaceables 
and  create  cultures  tiiat  foster  smart  retention  patterns.  Retention  of 
Irreplaceables  and  counseling-out  of  low  performers  should  be  a 
top  priority  for  principals  and  a  significant  component  of  a 
principal's  evaluation. 

Monitor  school  working  conditions  and  address  concerns  that  drive 

away  irreplaceables 

Principals  and  district  leaders  should  give  teachers  frequent  opportunities  to 
share  feedback  about  working  conditions,  and  tiiey  should  use  the  results  to 
improve  teachers'  day-to-day  experiences.  This  is  especially  important  in  low- 
performmg  schools  where  Irreplaceables  tend  to  be  less  satisfied  with  their  work 
environment,  often  because  of  school  safety  problems,  low  parent  engagement 
and  issues  with  student  conduct. 


The  exact  solutions  will  depend  on  the  school — 
one  school  may  need  additional  security 
personnel, while  another  might  need  additional 
training  for  administrators  on  providing  feedback 
to  teachers.  But  district  leaders  should  be  prepared  to 
provide  additional  support  and  resources  to  help  schools 
address  particularly  difficult  challenges. 

Pay  Irreplaceables  what  they're  worth,  and  create 
career  pathways  that  extend  their  reach 
State  and  district  leaders  should  phase  out  quality-blind 
pay  structures  in  favor  of  more  flexible  compensation 
systems  that  offer  greater  earnings  potential  for  high- 
performing  teachers  early  in  their  careers.  As  a  rule  of 
thumb,  we  recommend  that  Irreplaceables  be  able 
to  make  a  six-figure  salary  by  the  end  of  their 
sixth  year  of  teaching  (or  the  market  equivalent  in 
lower  cost-of-Ii\'ing  areas).  To  fund  these  raises,  states  and 
districts  will  need  to  reduce  or  phase  out  automatic  salary 
increases  for  factors  tliat  have  no  proven  connection  to 
a  teacher's  success  in  the  classroom,  such  as  additional 
college  course  credits  or  advanced  degrees.  They  will 
also  need  to  reduce  or  phase  out  automatic  increases  for 
seniority  These  transitions  will  be  difficult,  but  districts 
cannot  afford  to  award  raises  for  ineffectiveness  and  still 
pay  top  teachers  the  salaries  they  deserve. 


Districts  should  also  create  a  variety  of  career  paths 
that  help  Irreplaceables  expand  dieir  influence  in  their 
schools.  Throughout  tlieir  careers,  top  teachers  should 
have  opportunities  to  reach  more  students — ^for  example, 
by  taking  on  additional  students  or  classes  in  excliange  for 
a  raise.  They  should  also  have  opportunities  to  support 
dieir  colleagues  by  taking  on  school-based  instructional 
leadership  positions.'' 

Irreplaceables  are  clearly  interested  in  tliese  kinds  of 
career  advancement  opportunities,  wliiclr  still  allow  them 
to  spend  a  significant  amount  of  time  in  the  classroom. 
For  example,  our  analysis  suggests  tliat  nearly  70  percent 
of  Irreplaceables  would  take  on  an  additional  five 
students  in  exchange  for  a  $7,500  raise.™  Career 
opportunities  could  be  especially  powerful  recruitment 
and  retention  tools  for  low-performing  schools;  in  one 
district,  the  percentage  of  teachers  who  would 
choose  to  work  in  a  low-performing  school  doubled 
when  the  school  offered  teacher  leader  roles.^' 

Protect  Irreplaceables  during  layoffs 
States  and  districts  should  replace  quality-blind  layoffs  with 
rules  that  consider  performance  more  tiian  seniority,  so 
diat  Irreplaceables  are  protected  during  layoffs.^^ 


THE  IMPORTANCE  OF  MEANINGFUL  EVALUATION  SYSTEMS 


Smart  retention  hinges  on  the  ability  of  school  and  district  leaders 
to  accurately  identify  Irreplaceables  and  low-performing  teachers. 
States  and  school  districts  need  to  replace  outdated  teacher 
evaluation  systems  that  rate  nearly  all  teachers  "satisfactory" 
and  give  them  little  useful  feedback  on  their  performance. 

Research  has  shown  that  combining  value-added  data  with  the 
results  of  classroom  observations  and  student  surveys  provides 
a  more  complete  and  accurate  picture  of  a  teacher's  success.^' 
Although  using  value-added  data  was  the  most  practical  way 
to  conduct  the  research  for  this  report,  we  strongly  believe 
that  teacher  evaluations  in  the  real  world  should  use  a  "multiple 
measures"  approach.^^ 

However,  school  and  district  leaders  don't  need  to  wait  for  better 
evaluations  to  start  focusing  on  smart  retention.  While  working  to 
build  new  evaluation  systems,  they  can  use  existing  information  to 
better  understand  their  teachers' performance. 


For  example,  the  Houston  Independent  School  District  developed 
a  "staff  review"  process  while  it  worked  to  build  a  comprehensive 
new  evaluation  system.  As  part  of  the  process,  principals  gave 
each  teacher  an  Informal  performance  rating  based  on  the 
results  of  standardized  tests,  classroom  observations  and  all 
other  available  performance  information."^  Research  shows 
that  principals  can  make  these  kinds  of  judgments  accurately, 
especially  when  It  comes  to  the  highest  and  lowest  performers.^' 

The  process  helped  the  district  support  smarter  retention 
decisions  by  requiring  principals  to  discuss  the  retention  of  every 
high-  and  low-performing  teacher  with  their  managers.  Principals 
needed  to  explain  everything  they  had  done  to  retain  their 
Irreplaceables.  If  they  were  not  working  to  dismiss  or  counsel  out 
a  low-performing  teacher,  they  needed  to  make  a  compelling  case 
for  giving  that  teacher  another  year  to  improve. 


Teachers  who  cannot 
teach  as  well  as  a 
first-year  teacher 
should  be  considered 
ineffective— unless 
they  ore  first-year 
teachers. 


STRENGTHEN  THE  TEACHING  PROFESSION  THROUGH 

HIGHER  EXPECTATIONS 

"If  we  set  high  expectations  that  everyone  would  follow,  then  I  would 
love  to  remain  at  my  present  job." 

-Irreplaceable  Teacher 

Retaining  more  Irreplaceables  £ilone  will  not  solve  the  real  retention  crisis 
or  the  problem  of  chronically  low  student  achievement.  School  and  distnct 
leaders  must  also  address  the  odier  side  of  die  retention  crisis:  the  indifference 
to  performance  diat  has  allowed  so  many  ineffective  teachers  to  remain  in  the 
classroom  for  years  or  even  decades,  weakening  the  entire  teaching  profession  in 
the  process.  Reversing  diis  trend  I'equires  a  commitment  by  principals  to  make 
uncomfortable  decisions  and  a  commitment  by  district  leaders  and  policymakers 
to  support  those  decisions. 

Set  a  new  standard  for  effectiveness  and  dismiss  or  counsel  out 
teachers  who  consistently  perform  below  it 

Our  analysis  shows  diat  schools  routinely  retain  experienced  teachers  who  are 
less  effective  dian  even  novice  teachei's.  It  is  time  to  aim  higher. 

Teachers  who  cannot  teach  as  well  as  the  average  first-year  teacher 
should  be  considered  ineffective — unless  they  are  first-year  teachers. 
Those  who  fail  to  improve  rapidly — ^within  one  yeaar — should  not 
remain  in  the  classroom,  and  principals  should  be  held  accountable 
for  making  sure  they  don't. 

While  this  standard  may  seem  ambitious,  anything  less  would  allow  low- 
performing  teachers  to  remain  indefinitely.  We  believe  it  is  impossible  to  justify 
that  outcome  given  the  dire  consequences  for  schools  and  students. 

Districts  and  schools  can  start  by  enfordng  higher  standards  for  early-career 

teachers:  by  hiring  more  selectively  and  awarding  tenure  (and  the  essentially 

u  revocable  employment  protection  that  comes  with  it)  only  to  teachers  who  have 

helped  tiieir  students  learn  year  in  and  year  out. 

But  pruicipals  must  also  have  the  courage — and  the  support  from  district 
leaders — to  apply  rigorous  expectations  to  ineffective  experienced  teachers,  even 
if  it  takes  longer  to  remove  them.  We  project  that  the  typical  urban  district  could 
remove  most  of  its  experienced  but  low-performing  teachers  within  five  years  by 
practicing  smart  retention.^' 

It's  worth  noting  again  that  principals  and  district  leaders  must  make  tiiese 

difficult  and  long-deferred  decisions  \vhile  still  treating  low-performing  teachers 
respectfully.  The  vast  inajority  of  these  teachers  are  doing  a  hard  job  to  die 
best  of  dieir  abilities;  tiiey  are  simply  unable  to  meet  the  high  expectations  tiiat 
should  have  been  in  place  long  ago. 


As  uncomfortable  as  it  might  be  to  dismiss  or  counsel 
out  a  large  number  of  experienced  low  performers,  it's 
something  that  districts  should  only  have  to  do  once  on 
a  large  scale  if  coupled  witli  more  rigorous  standards  for 
hiring  and  tenure.  After  that,  a  continued  focus  on  smart 
retention  should  prevent  large  numbers  of  ineffective 
teachers  from  becoming  career  teachers  m  die  first  place. 

Make  it  easier  to  counsel  out  low  performers  by 
creating  alternatives  to  formal  dismissal 
In  companies  and  organizations  across  the  country, 
employees  who  struggle  in  dieir  jobs  are  typically 
given  several  avenues  to  leave  without  officially  being 
fired.  Principals  shouldn't  always  have  to  resort  to 
burdensome  formal  dismissal  processes;  as  we  have  shown, 
receiving  candid  feedback  can  be  enough  to  convince 
low  performers  to  leave  voluntarily.  Districts  should 
create  more  options  to  help  principals  counsel  out  low 
performers.  Examples  might  include: 

Training  and  support  from  district  staff  on  how  to  have 

honest  conversations  widi  teacliers  about  their  poor 

performance  and  encourage  diem  to  resign  voluntarily. 

Outplacement  assistance  for  low-performing  new 

teachers  so  they  can  smoothly  transition  to  another  role 

or  even  another  line  of  work. 

Lump  sum  buy-outs  and  retirement  incentives  for 

experienced  low-performing  teachers. 

Salary  freezes  for  low-performing  teachers  who  decline 

buyouts  and  retirement  incentives. 

Reassignment  of  poor  performers  away  from  regular 

classroom  assignments  to  substitute  pools. 

When  aU  else  fails,  though,  it  is  crucial  that  district  leaders 
give  principals  die  training  and  legal  support  they  need  to 
navigate  the  formal  dismissal  process. 


Remove  the  policy  barriers  to  higher  expectations 

It's  unfair  to  expect  principals  to  have  high  expectations 
for  their  teachers  while  tolerating  outdated  pohcies  that 
undermine  those  expectations.  State  and  district  leaders 
should  reform  the  two  biggest  policy  roadblocks  to 
higher  expectations: 

Staffing  restrictions:  All  distiicts  should  adopt  mutual 

consent  staffing  policies  that  give  principals  the  final 
say  in  liiring  decisions  and  prevent  teachers  from  being 
forced  into  jobs  that  they  do  not  want.  This  ensures 
that  when  principals  put  in  the  effort  to  counsel  out  a 
low-performing  teaclier,  they  will  be  able  to  liire  a  new 
teaclier  who  has  the  potential  to  be  more  effective  ratiier 
than  rolling  the  dice  with  a  teacher  force-placed  by 
human  resources. 

Dismissal  rules:  Schools  need  fair  but  efficient  dismissal 
pohcies  that  enable  them  to  remove  low  performers 
without  facing  the  prospect  of  an  indefinite,  quasi- 
judicial  process  of  hearings  and  appeals.  Teachers 
should  be  able  to  contest  their  dismissal,  but  the 
hearing  timeline  should  be  limited  to  one  day.  During 
die  hearing,  arbitrators  should  be  limited  to  deciding 
whether  the  dismissal  process  was  followed  and  the 
judgments  of  school  administrators  were  made  in  good 
faidi,  radier  than  substituting  dieir  judgment  of  teacher 
competence  for  that  of  school  and  district  leaders. 


ENDING  THE  REAL  RETENTION  CRI5IS-A  FIVE-YEAR  ROADMAP 
FOR  SUPERINTENDENTS 


lmplement"staff  review"  process  and  design/pilot  better  teacher  evaluations 

Clarify  expectations  for  classroom  performance  (e.g.,  that  all  teachers  must  perform  at  least  as  well  as 
the  average  first-year  teacher) 

Help  principals  make  more  rigorous  tenure  decisions 

Create  system  to  track  teacher  retention  by  performance 

Train  principals  on  low-cost  retention  strategies  for  top  teachers 

Retrain  and,  if  necessary,  replace  principals'  managers  to  focus  on  coaching  and  improve  instructional 
leadership  and  smart  teacher  retention 

Survey  teachers  at  low-performing  schools  to  assess  gaps  in  instructional  culture  and  working  conditions 


Implement  new  formal  teacher  evaluation  systems  that  provide  accurate  assessments  rooted  in  student 
outcomes  (if  none  currently  exist) 

Implement  more  rigorous  hiring  criteria  for  new  teachers,  including  demonstrated  classroom  skills 

Revise  principal  selection,  development  and  evaluation  criteria  and  processes  to  focus  on  instructional 
leadership  and  smart  teacher  retention 

Set  district-  and  school-level  targets  for  increasing  retention  of  top-performing  teachers  and  reducing 
retention  of  low-performing  teachers,  and  ensure  that  those  targets  will  help  turnaround  schools  reach  the 
same  teacher  composition  as  average  schools  within  three  years 


Continue  monitoring  teacher  retention  targets  at  both  district  and  school  levels  and  provide  ongoing  support 
to  principals,  with  a  focus  on  low-performing  schools 

Design,  negotiate  (where  applicable)  and  implement  new  teacher  compensation  system  and  career  pathways 
Negotiate  (where  applicable)  and  implement  reforms  to  staffing,  layoff  and  dismissal  rules 


SMART  RETENTION  AS  THE  BEST  TURNAROUND  STRATEGY  FOR  STRUGGLING  SCHOOLS 


Focusing  on  smart  retention  can  help  schools  quickly 

and  dramatically  improve  the  quality  of  teaching  they 
provide  to  tlieir  students,  which  is  tlie  key  to  boosting 
student  learning.  It  may  represent  a  struggling  scliool's 
best  chance  to  improve;  indeed,  we  have  shown  that 
low-achieving  schools  have  httle  hope  of  reaching  even 
average  performance  without  keeping  more  Irreplaceabies 
and  fewer  low-performing  teachers  over  the  course  of 
several  years. 

Yet  few  schools  have  actually  tried  tliis  promismg  strategy 
for  improvement.  Across  tlie  four  districts  we  studied,  only 
about  30  percent  of  schools  had  achieved  smart  retention 

rates  for  a  single  year,  and  only  about  10  percent  had 
sustained  these  rates  for  three  years  m  a  row.^' 


We  believe  that  federal  and  state  policymakers  should 
make  smart  retention  the  primary  turnaround  strategy 
for  struggUng  schools.  A  one-time  overhaul  of  the 
teaching  staff  at  these  schools — one  of  the  major 
federal  turnaround  strategies  today — ^is  not  enough 
to  ensm-e  long-term  improvement.  Struggling  schools 
need  a  sustained  focus  on  smart  retention  to  get  better 
results  for  their  students. 

Using  retention  as  the  primaiy  tool  for  school 
improvement  could  deliver  substantial  results  at  a  low 
cost  widlin  just  a  few  years. 
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SCOPE  OF  THE  REPORT 

This  report  explores  the  experiences  of  the  nation's  most  successful  teachers.  The  results  are  based  on  data  collected  from 

' ^  four  urban  school  districts  and  one  charter  management  organization  (CMO).  These  educational  authorities  employ 

I  I J  more  than  90,000  teachers  in  more  than  2,100  schools  in  any  given  year.  The  four  disbicts  provided  TNTP  with  district- 
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specific  teacher  performance  data;  the  charter  management  organization  provided  internal  evaluation  data  on  teacher 
performance.  TNTP  used  these  data  to  identify  approximately  the  top  and  bottom  20  percent  of  teachers  based  on 
value-added  analysis  or  growth  data. 


District  A  53%  58% 

District  B  72%  73% 

District  C  79%  88% 

District  D  75%  69% 

District  E  (CMO)  80%  95% 

*Students  who  receive  free  and  reduced-price  school  lunch 


DATA  SOURCES 

Both  quantitative  and  qualitative  metliods  were  used  in  the  report.  The  two  primary  sources  of  data  \vere  teacher 
performance  data  provided  by  the  districts  and  confidential  teaclier  and  scliool  leader  suiveys  administered  by  TNTP 
in  the  2010-1 1  or  201 1-12  scliool  years.  Performance  data  were  linked  to  individual  teacher  survey  responses  in  order 
to  better  understand  the  perspective  of  flie  most  successful  teachers  in  eadi  district.  In  most  cases,  district  performance 
data  from  the  previous  year  were  used  to  analyze  suwey  data."'  When  analyzing  results  based  on  school  t^fpe  or  school 
characteristics,  a  minimum  scliool  response  rate  of  20  to  30  percent  %vas  required,  depending  on  tiie  district. 


District  A  3,776  216 

District  B  1,293  108 

District  C  4,831  434 

District  D  11,978  936 

District  E  (CMO)                        174  23 


In  addition  to  suiveys  and  performance  data,  each  school  district  included  teacher  and  administrator  roster/ demographic 
information,  as  well  as  school-level  demographic  and  achievement  information.  These  sources  weie  used  to  calculate 
annual  district  and  school  retention  rates  across  multiple  years. 

QuaUtative  data  sources  included  open-response  sur\'ey  questions,  inter\'iews,  focus  groups  and  research  of  district 
policies  and  practices. 


TEACHER  PERFORMANCE  MEASURES 

Value-added  and  growth  data  were  used  to  identify  approximately  the  top  and  bottom  20  percent  of  teachers  in  tested 
grades  and  subjects  for  teachers.'"'  We  used  each  district's  specific  performance  measure  to  identify  high-  and  low- 
performing  teachers.  Therefore,  models  vary  for  each  district,  given  differences  in  size,  scale  and  evaluation.  In  the 
charter  management  organization,  value-added  or  growth  measures  were  not  available,  so  the  GMO's  performance 
evaluations  were  used  to  identify  its  highest-  and  lowest-performing  teacliers. 


Value-added  data 

Growth  data 

Value-added  data 

Value-added  data 

Evaluation  data 

Composite 
of  latest  three 

Single-year 
growth  score 

Single-year 
value-added 

Single-year 
value-added 

Single-year 
evaluation 

years  of  value- 
added  scores 

score 

score 

score 

Math,  reading, 
language 
and  science 

Math,  reading 
and  writing 

Math,  reading, 
language,  history 
and  science 

Math  and  ELA 

All  subjects 

Grades  3-10 

Grades  4-10 

Grades  3-8 

Grades  4-8 

Grades  6-12 

21% 

20% 

20% 

18% 

10% 

i 

24% 

21% 

19% 

16% 

10% 

*Percentages  based  on  SY  2009-10  performance  measure  for  teachers  in  given  grades  and  subjects  above 
(excluding  District  E,  where  percentages  were  based  on  SY  2010-11  performance  measures) 


DISTRICT  A 


District  A  provided  a  value-added  score  based  on  a  multilevel,  mixed-effect  linear  regression.  Value-added  measures 
were  available  for  those  teaching  language,  math,  reading  and  science  in  grades  3  through  10.  The  value-added  score  is 

a  composite  of  tlie  latest  tliree  years  of  value-added  scores.  Tn  addition  to  the.  value-added  estimate,  die  distiict  provided 
confidence  intervals  representing  the  range  of  scores  that  a  teacher's  "true"  score  falls  into  with  95  percent  certainty. 


High-Performing  Teachers:  Teachers  with  at  least  one  lower  bound  confidence  interval  greater  dian  die 
population  mean  value-added  score  and  no  value-added  score  below  the  population  mean  value-added  score. 

Low-Performing  Teachers:  Teachers  with  at  least  one  upper  bound  confidence  intewal  less  than  the 
population  mean  value-added  score  and  no  lower  bound  confidence  interval  greater  than  the  population 
mean  value-added  score. 


Under  the  above  performance  measure,  21  percent  of  District  A  teacliers  widi  value-added  data  were  classified  as 
high-performing,  and  24  percent  as  low-performing. 


DISTRICT  B 

District  B  uses  a  growth  model  and  provided  us  with  student  growtii  scores  for  math,  reading  and  writing  in  grades 

4  through  10.  We  calculated  teacher-level  growth  percentiles  for  each  subject  by  taking  all  student  growth  percentiles 
assigned  to  a  teacher,  ordering  them  from  lowest  to  highest,  and  identifying  the  middle  score,  which  is  the  median  teacher 
growtii  percentile.  The  median  teacher  growtli  percentile  represents  the  "typical"  growth  of  their  students. 


High-Performing  Teachers:  One  or  more  median  growth  percentile  scores  above  the  BS'""  percentile  and  no 
median  growth  score  below  the  35'''  percentile. 

Low-Performing  Teachers;  One  or  more  median  growth  percentile  scores  below  the  SS""  percentile  and  no 
median  growth  score  above  the  65*  percentile. 


Under  the  above  performance  measure,  20  percent  of  District  B  teachers  with  growth  data  were  classified  as 
liigh-performing,  and  21  percent  as  low-performing. 


DISTRICT  C 

District  C  provided  a  single-yeai-  value-added  score  calculated  for  each  teacher  within  tested  grades  and  subjects.  Value- 
added  measures  were  available  for  those  teacliing  language,  math,  and  reading  in  grades  3  through  8,  and  for  tliose 
teaching  science  and  Iristoiy  in  grades  4  dirough  8. 

Each  score  is  expressed  as  a  difference  from  the  average  district  gain.  The  score  allows  teachers'  gains  to  be  rank  ordered. 
It  is  calculated  by  subti'acting  the  district's  average  gain  from  the  teacher's  average  gain  and  dividing  that  score  by  the 
teacher's  standard  error.  For  appraisal  purposes,  the  district  resei"ves  die  highest  and  lowest  evaluation  scores  for  teachers 
with  scores  equal  to  or  above  +2  and  equal  to  or  below  —2.  Scores  between  -1  and  +1  are  considered  statistically  no 
different  tlian  0. 

For  our  analysis,  we  designated  high-  and  low-performing  cutoff  scores  at  equal  to  or  above  +2  and  equal  to  or  below  -2. 
Because  about  65%  of  teachers  had  more  than  one  value-added  score,  we  placed  teachers  in  the  following  categories: 


High-Performing  Teachers:  At  least  one  score  greater  tiian  or  equal  to  +2,  and  all  scores  greater  than  or  equal  to  -1. 
Low-Performing  Teachers:  At  least  one  score  less  dian  or  equal  to  -2,  and  all  scores  less  tiian  or  equal  to  + 1 . 


Under  the  above  performance  measure,  20  percent  of  District  G  teachers  with  value-added  data  were  classified  as  high- 
performing,  and  19  percent  as  low-performing. 

DISTRICT  D 

District  D  provided  single-year  value-added  scores  for  core  ELA  and  math  teachers  teaching  students  in  grades  4 
tlirough  8.  Prior-year  ELA  and  math  scores,  student  demograpliics  and  classroom  characteristics  were  included  in  the 
czJculations.  The  distaict  calculated  value-added  percentiles  by  grade,  subject  and  teacher  experience  group  for  all 
teachers  in  tested  grades  and  subjects.  The  district  also  provided  lower-bound  and  upper-bound  percentiles  for  each 
teacher,  identifying  the  parameters  of  the  93  percent  confidence  interval. 

For  our  analysis,  we  designated  high-  and  low-performing  cutoff  scores  in  the  following  way,  utilizing  the  95  percent 
confidence  intervals  of  die  value-added  data: 


High-Performing  Teachers:  At  least  one  lower  bound  confidence  interval  greater  than  the  50*  percentile  and  all 
value-added  percentiles  greater  than  or  equal  to  the  50'''  percentile. 

Low-Performing  Teachers:  At  least  one  upper  bound  confidence  mterval  lower  than  die  50'''  percentile  and  aU 
value-added  percentiles  lower  tiian  or  equal  to  the  SC'  percentile. 

Under  the  above  performance  measures,  18  percent  of  Distiict  D  teachers  with  value-added  data  were  classified  as 
high-performing,  and  16  percent  as  low-iaerforming. 


DISTRICT  E  (CMO) 


District  E,  a  charter  management  organization,  does  not  use  value-added  or  growth  measures  to  assess  its  teacliers. 
However,  it  does  have  a  differentiated  evaluation  system,  where  teachers  are  rated  on  a  five-point  scale.  For  our  analysis, 
we  designated  high-  and  low-performing  teachers  as  follows: 

High-Performing  Teachers:  Rating  in  the  top  two  performance  categories. 
Low-Performing  Teachers:  Rating  in  llie  lowest  performance  category. 


Under  die  above  performance  measiu-es,  10  percent  of  District  E  teachers  were  classified  as  high-performing,  and  10 
percent  as  low-performing. 

CONJOINT  ANALYSIS 

We  employed  market  research  mediodology  called  adaptive  conjoint  analysis  (AGA)  to  examine  teacher  preferences 
for  scliool  attributes  in  several  districts."  We  showed  teadiers  pairs  of  potential  school  environments  in  whicli  key 
attributes  of  the  working  environment  were  varied.  Teachers  chose  their  preferred  option  of  the  pairs  presented, 
based  on  their  desire  to  teacli  at  a  school  with  the  described  attributes.  Along  with  other  conclusions,  the  results  of  this 
analysis  allowed  us  to  estimate  how  many  Irreplaceables  would  "choose"  to  teach  at  a  low-performing  school  if  other 
conditions  were  to  cliange. 

In  our  analysis,  we  tested  attributes  related  to  quality  of  school  leadership,  base  compensation,  performance  bonuses, 
class  size,  career  ladders,  retirement  and  sdiool  type.  The  majority  of  our  analysis  utilizes  first-choice  simulation 
methodology,  which  uses  statistical  modeling  to  report  the  proportion  of  teadiers  who  prefer  eadi  of  the  dioices  in  the 
scenarios  tested.  Modeling  was  performed  with  the  assumption  that  the  random  sample  tested  is  representative  of  the 
larger  population  of  teadiers  m  our  districts. 


Individual  teacher  and  school  names  haw  been  changed.  All  available  district  data  provided  in  the  following  notes. 
^  For  the  definition  of  high  performers  in  each  district,  see  the  Technical  Appendix. 

^  Kane,  TJ.,  &  Staigcr,  D.O.  (2012).  Gatlieringfcedback for  teaching:  Combining  tdgh-qwditjf  observations  wiih  sliiAail  surveys  and  achievement  gains.  Seatde, 
WA:  Bill  &  Melinda  Gates  Foundation. 

*  Months  of  learning  estimates  calculated  foUoMng  the  methodology  of  Hahnel,  G.  &Jack5on,  O,  (201 2).  Learning  denied:  The  case for  equitable 
access  to  effective  teaching  in  California's  largest  school  district.  Oakland,  OA:  The  Education  Trust-West.  Source:  District  VA/growth  data  and  grade 
distribution  information,  SY  2009-10  and  2010-1 1. 

'  Chetty,  R.,  Friedman,  J.N.,  &  Rockoff,  J.E.  (20 1 1).  77k  long-term  impacts  of  teacliers:  Teacher  value-added  and  student  outcomes  in  adulthood  (Working 
Paper  17699).  Cambridge,  MA:  National  Bureau  of  Economic  Research, 

*  Figure.  shoM's  the  percentage  of  secondaiy  school  students  in  a  class  agreeing  watli  a  slalenicnt  about  their  teacher.  Tire  orange  bars  display 
student  responses  for  teachers  with  the  lowest  student  achievement  gains  (i.e.,  those  in  the  bottom  20%)  and  the  grccj)  bars  tor  teachers  witli  the 
highest  student  achievement  gains  (i.e.,  tliose  in  the  top  20%).  Data  was  collected  using  die  Tripod  student  sun'ey  and  includes  responses  from 
the  students  of  508  teachers  in  grades  6  dirough  8  in  six  urban  districts.  Results  based  on  yet  unpublished  analysis  for  TNTP  by  tire  Measures 
of  Effective  Teaching  (MET)  project,  a  partnci-ship  of  teachers,  academics,  and  education  oiiganizations  investigating  better  ways  to  identiiy 
and  develop  effective  teaching.  Funding  for  the  MET  project  comes  from  the  Bill  &  Melinda  Gates  Foundation.  For  more  information  see 
www.metprojectoi^. 

'  Median  values  reported  for  background  and  workload.  Q;  "Effective  teachers  can  lead  most  of  their  students  to  achieve  at  high  lerels,  despite 

challenges  they  may  face"  and  "I  understand  how  effective  I  am  at  acliieving  positive  student  outcomes  relative  to  other  teachers  in  my  district." 
Percent  of  eacli  group  selecting  "agree"  or  "strongly  agree."  Additional  months  of  student  learning  estunates  calculated  following  tlie  methodology 
of  Hahnel  &  Jackson  (20 1 2).  Characteristics  of  Irreplaceables  compared  to  low  performers  and  all  tcadicrs  with  VA/ growth  data  confirmed  across 
districts.  Source:  District  D  data  and  survey  data. 

^  O:  "Eflecttve  teacher's  can  lead  most  of  their  students  to  achieve  at  liigli  levels,  despite  challenges  they  may  face."  Percent  of  high  and  low 
performers  selecting  "agree"  or  "strongly  agree."  Differences  -svere  statistically  significant  with  p  <  .05  in  District  A;  p  <  .  10  in  District  D.  Districts: 
A:  liigh  59%,  low  47%;  B:  high  58%,  low  56%;  C:  liigh  68%,  lo^v  57%;  D:  high  53%,  low  44%.  Q  "I  imderstand  how  effective  I  am  at  acliieving 
positive  student  outcomes  relative  to  other  teachers  in  my  distiict."  Percent  of  high  and  low  performers  selecting  "agree"  or  "strongly  agree." 
Differences  statistically  significant  with  p  <  .05  in  Districts  A,  G,  D.  Districts:  A:  high  64%,  low  51%;  B:  liigh  60%,  low  48%;  G:  liigh  79%,  low 
58%;  D:  high  69%,  low  48%.  Source:  Teacher  suivey  data. 

'  Median  hours  of  high,  mid,  and  low  performers.  Districts:  A:  high  50,  mid  50,  low  50;  B:  high  60,  mid  55,  low  55;  G:  high  48,  mid  48,  low  45;  D: 
high  50,  mid  50,  low  50.  Source:  Teacher  sur"vey  data. 

'^Percent  of  high  performers  selecting  zero  or  one  of  infiuential  retention  strategies.  Districts:  B:  32%;  C:  45%;  D:  46%.  Source:  Teacher  smvey  data. 

' '  Estunate  based  on  data  from  the  National  Center  for  Education  Statistics  (NGES)  and  teachers  with  VA/ growth  data.  Source:  Distiict  data,  SY 
2007-11  and  NCES. 

'^Percent  of  low  performers  selecting  at  least  one  of  the  following  attrition  strategies:  "Suggested  that  I  leave  teaching  (encouraged  me  to  consider 
other  careers),"  "Suggested  that  I  consider  other  schools,"  "Gave  me  a  poor  evaluation  rating"  "Assigned  me  less  desirable  responsibilities,"  "Told 
me  that  I  was  not  a  lit  for  my  school."  Districts:  B:  17%;  D:  1 1%.  Percent  of  low  performei-s  \vith  four  or  more  years  of  experience  selecting 
"Encouraged  me  to  continue  teaching  at  my  school  next  year."  Districts:  B:  26%;  G:  28%,  D;  1 9%.  Source:  Teacher  survey  data. 

'^Estimates  based  on  teachers  with  VlV/growdi  data;  Assumption  that  VA/growth  teacher  performance  distribution  reflects  general  teacher 
population  within  each  district.  Pei'cent  of  all  teachers  who  are  low  performers  wilh  at  least  four  years  of  experience:  Districts:  A:  13%;  B:  1 3%;  C: 
12%;  D:  1 1%.  Source:  Distiict  data,  SY  2009-10. 

^"^Schools  tliat  exit  more  low  performers  than  high  perfonuer.s  increase  the  proportion  of  high  performers  and  decrease  the  proportion  of 
low  ])crfornicrs  they  have  the  follo^ving  year,  building  more  cll'ectivc  teaching  teams  over  time.  Correlations  between  change  in  scliool-Ievel 
concentration  of  high  performers  and  positive  difference  between  attrition  of  low  performers  and  that  of  liigh  performers  significant  in  all  districts 
(p  <.05  in  Districts  A,  B,  G,  p<.10  in  District  D).  Districts:  A:  .159;  B:  .415;  C:  .275;  D:  .084.  Source:  District  data. 

'^HuntjJ.B.,  &  Carroll,  T.G.  (2003).  M  dream  denied:  A  pledge  to  America's  children.  Washington,  DC:  National  Commission  on  Teaching  and 
America's  Future. 

'^Weisbei^g,  D.,  Sexton,  S.,  Mulhern,  J.,  &  Keeling,  D.  (2009).  Tlie  widget  effect:  Our  national  failure  to  acknowledge  and  act  on  differences  in 
teacher  effectiveness.  New  York,  NY:  TNTE 

"Estunates  based  on  first-year  teachers  mth  VA/growth  data.  Districts:  A:  high  12%,  mid  62%,  low  26%;  B:  high  16%,  mid  58%,  low  26%;  C: 
liigh  15%,  mid  62%,  low  23%;  D:  high  15%,  mid  67%,  low  18%.  Source:  District  data,  SY  2009-10.  For  improvement  over  time  see:  Hanushek, 
E.,  Kain,  J.,  &  Rivkin,  S.  (2005).  Teachers,  scliools,  and  academic  achievement."  Econometrica,  73(2),  417-458.  Boyd,J.,  Lankford,  H.,  Loeb,  S., 
Rockoff,  J.,  &  Wyckofr,J.  (2007).  The  narrowing  gap  inMw  Tork  City  teacher  qualifications  and  its  implicalions for  student  achievement  in  high-povertj/  schools 
(Working  Paper  10).  Washington,  DC:  The  Urban  Institute. 
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'^EonfeWt,  M.,  Loeb,  S.,  &Wyckoff,J.  {2012).  How  teachr  turnover  /larms  sljident  achievement  (^\'ot\ang  Paper-  70).  Washington,  DC:  National  Center 

for  Analysis  of  Longitudinal  Data  in  Education  Research. 

'  ^Percent  of  school  leaders  ranking  "Developing  teadiers  and  improving  instructional  practice  through  evaluation  /  coaching  /  professional 
development"  or  "Retaining  the  most  effective  teachers"  as  a  top  tivt  priority  at  their  school.  Distiicts:  A:  dereloping  76%,  retaining  45%;  B: 

developing  84%,  retaining  38%;  C:  developing  71%,  retaining  47%;  D:  developing  77%,  retaining  20%.  Source:  School  leader  suivey  data. 

^"Median  percentile  ranks  by  population  scores.  Distiicts:  B:  Low-performing  veteran  cohort  population  defined  in  SY  2008-09;  veteran  low 
performers  median  value-added  percentile  rank  in  SY  2009-10:  30,  SY  2010-1 1:  34;  new  teachers  median  performance  49  to  51,  SY  2009-1 1;  G: 

Low-performing  veteran  cohort  population  defined  in  SY  2007-08;  veteran  low  performers  median  value-added  percentile  rank  in  SY  2008-09:  34, 
SY  2009-10:  34,  SY  2010-1 1:  39;  new  teachers  median  performance  43  to  46,  SY  2008-1 1.  Source:  District  data. 

^' Atti-ition  includes  district  leavers  as  well  as  internal  transfers.  Low  performers  school-based  retention:  Districts:  A:  72%;  B:  75%;  C:  79%;  D: 
88%.  Source:  District  data. 

Q:  "Wliat  is  your  best  estimate  for  how  many  more  years  you  plan  to  remain  a  teacher  in  any  school  (whether  in  this  or  another  district  or 
system)?"  Percent  of  low  performers  selecting  at  least  1 0  years.  Districts:  A:  48%;  B:  62%;  G:  55%i;  D:  52%.  Source:  Teacher  survey  data. 

"Estimates  based  on  fii-st-year  teachers  ™th  VA/growth  data.  DisUicts:  A:  high  12%,  mid  62%,  tow  26%;  B:  high  16%,  mid  58%,  low  26%;  G: 
high  15%,  raid  62%,  lo^v  23%;  D:  high  15%,  mid  677ii,  low  18%.  Source:  District  data,  SY  2009-10.  For  improvement  over  time  see:  Hanushek  et 
al.  (200.'))  and  Boyd  ct  al.  (2007). 

^'Attrition  rate  of  high  and  low  performer  district  leavers.  Districts:  A:  high  17%,  low  21%;  B:  high  12%,  low  19%;  C:  high  8%,  low  16%;  D:  high 
6%,  low  6%.  Source:  District  data,  SY  2009-10. 

^^Low  performer  estimate  based  on  data  fiom  the  National  Center  for  Education  Statistics  (NCES)  and  teachers  with  VA/growth  data.  Source: 
District  data,  SY  2007-08  through  2010-1 1  and  NCES.  Estimates  based  on  teachers  with  VA/growdi  data  in  Districts  A  and  G  and  number  of 

teachers  udth  seven  or  greater  years  of  district  experience.  Percent  of  teachers  with  seven  or  more  years  of  experience  with  average  V^/growth 
score  lo\vcr  dian  average  VA/growth  score  of  first-year  teachers.  Districts:  A:  57%;  C:  39%.  Source:  District  data,  SY  2009-10. 

Q;  "My  primary  reason  for  pursuing  other  opportunities  is. . ."  (Asked  of  those  planning  to  leave  current  school  in  next  three  years.) 
Peirent  of  high  perfbi-mcrs  sckcting  "Pereonal  reasons  not  related  to  the  school."  Districts:  A:  24%;  B:  20%;  C:  29%;  D:  22%.  Source:  Teacher 
suivey  data. 

^'Q;  "Which  of  the  foUomng  best  describes  your  plans  for  the  2-3  years  after  you  stop  teaching  al  your  current  school?"  (Asked  of  lliose  planning 
to  leave  current  school  in  next  three  years.)  Percent  of  high  performers.  Districts:  A:  teach  same  area  28%,  anotlier  role  in  K-12  31%;  C:  teach 
same  area  34%,  another  role  in  K-12  33%;  D;  teach  same  area  30%,  another  role  in  IC-12  29%.  Source:  Teacher  survey  data. 

28q.  iijc      follo\«ng  factor  at  your  current  school  were  to  change  for  the  better,  would  you  continue  teacliing  at  your  school?"  (Factoris  the 
teacher's  top-rauked  reason  for  leaving  as  identified  in  previous  question.)  Percent  of  high  performers  selecting  "Yes."  Districts:  A:  76%;  B:  86%; 

G:  90%;  D:  79%.  Source:  Teacher  su.vey  data. 

^^Q;  "My  primary  reason  for  pursuing  other  opportunities  is..."  (Asked  of  those  plaiming  to  leave  current  school  in  next  three  years.) 
Percent  of  high  performers  selecting  "Personal  reasons  not  related  to  the  school."  Districts;  A:  24%;  B:  20%;  G:  29%;  D:  22%. 

Source:  Teacher  survey  data. 

'"Number  of  retention  strategies  received  ^vas  a  significant  predictor  of  longer  planned  retention  for  all  teadiers  after  controlling  for  seniority, 
school  proficiency  and  instructional  culture  in  Districts  C  and  D.  In  District  B,  trend  was  not  significant. 

"Mean  year  values  for  high  performers  who  reported  receiving  zero  or  one  of  listed  strategies  compared  to  those  who  reported  recciwng  t^vo  or 
more.  Differences  statistically  significant  with  p  <.05  in  Districts  G  and  D;  difference  statistically  significant  with  p<.  1 0  in  District  B.  Districts:  B: 
zero  or  one  3.6,  two  or  more  7.7;  C:  zero  or  one  4.8,  two  or  more  7. 1;  D:  zero  or  one  4.6,  hvo  or  more  10.8  yeara.  Source:  Teacher  .survey  data. 

''Percent  of  high  performers  selecting  zero  or  one  of  listed  strategies.  Districts:  B:  32%;  C:  45%;  D:  46%.  Source:  Teacher  sur\'ey  data. 

'^Percent  of  high  performers  selecting  zero  of  listed  strategics.  Districts:  B:  21%;  G:  26%;  D:  24%.  Source:  Teacher  survey  data. 

^  'Percent  of  high  performers  selecting  each  of  the  following:  "Piwaded  me  with  regular,  positive  feedback,"  "Recognized  my  accomplishments 
publicly"  Districts:  B:  positive  40%,  recognized  32%;  C:  positive  48%,  recognized  39%;  D:  positive  31%,  recognized  21%.Source:  Teacher 
suivey  data. 

^''Q:  Percent  of  high  performers  selecting  "Encouraged  me  to  continue  teaching  at  my  school  next  year."  Districts:  B:  37%;  C:  33%;  D:  23%. 

Source:  Teacher  survey  data. 

Q:  "How  would  you  rate  your  own  ability  to  produce  positive  academic  outcomes  for  your  students  relative  to  other  teachers  in  your  district?" 
Percent  of  low  performers  selecting  "Better  than  awrage"  or  "Exceptional."  Districts:  B:  77%;  D:  65%.  Source:  Teacher  survey  data. 

^^Percent  of  teachers  planning  to  .stay  zero  additional  years  at  current  school  who  did  or  did  not  select  at  least  one  attrition  strategy.  Districts:  D: 
selecting  none  -  7%  planned  leave  end  of  year;  sdecting  at  least  one  -  19%  planned  leave  end  of  year.  Source:  Teacher  sur^'ey  data. 
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O:  "Last  year  /  In  the  last  year,  someone  from  my  school  leadei^ship  team  has. . Percent  of  high  and  low  performers  selecting  each  of  the 
following:  "Provided  me  with  regular,  positive  feedback",  "Helped  me  identify  areas  of  development",  "Gave  me  critical  feedback  about  ray 
performance  informally"  (not  a\?ailable  option  in  District  C),  "Recognized  my  accomplishments  publically",  "Informed  mc  that  I  am  high 
performing",  "Identified  opportunities  or  paths  for  teacher  leader  roles",  "Put  me  in  charge  of  sometiiing  important"  (not  available  option  in 
District  G),  "Provided  me  \\fith  access  to  additional  resources  for  my  classroom"  (not  available  option  in  District  C).  Differences  for  "Informed  me 
tliat  I  am  high  performing"  were  statistically  significant  witli  p  <  .05  in  Districts  B,  C,  and  D;  difference  for  "Critical  feedback"  was  statistically 
significant  with  p  <.  1 0  in  District  B.  Districts:  B:  high  performers  "Positive  feedback"  40%,  "Recognized  accomplishments"  32%,  "Put  me 
in  charge"  26%,  "Informed  am  high  performing"  47%,  "Identify  areas  of  development,"  42%,  "Additional  resources"  32%,  "Teacher  leader 
roles"  26%,  "Critical  feedback"  42%;  low  performers  "Positive  feedback"  31%,  "Recognized  accomplishments"  31%,  "Put  me  in  charge"  25%, 
"Informed  am  high  performing"  25%,  "Identify  areas  of  development,"  36%,  'Additional  resources"  3 1  %,  "Teacher  leader  roles"  31%,  "Critical 
feedback"  22%;  C:  high  performers  "Positive  feedback"  48%,  "Recognized  accomplishments"  39%,  "Informed  am  high  performing"  61%, 
"Identify  areas  of  development,"  24%,  "Teacher  leader  roles"  1 7%;  low  performei's  "Positive  feedback"  40%,  "Recognized  accomplishments" 
34%,  "Informed  am  liigh  performing"  34%,  "Identify  areas  of  development,"  40%,  "Teacher  leader  roles"  23%;  D:  high  performei-s  "Positive 
feedback"  31%,  "Recognized  accomplishments"  21%,  "Put  me  in  charge"  28%,  "Informed  am  high  performing"  40%,  "Identify  areas  of 
development,"  25%,  "Additional  resources"  34%,  "Teacher  leader  roles"  13%,  "Critical  feedback"  28%;  low  performers  "Positiw  feedback"  25%, 
"Recognized  accomplishments"  18%,  "Put  me  in  charge"  25%,  "Informed  am  high  performing"  1 7%,  "Identify  areas  of  development,"  27%, 
"Additional  resources"  29Vo,  "Teacher  leader  roles"  16%,  "Critical  feedback"  25Vo.  Source:  Teacher  sur^'ey  data. 

^^Percent  of  high  performers  compared  to  low  performers  selecting  die  following:  "Identified  opportunities  or  paths  for  teacher  leader  roles." 
Districts:  B:  high  26%,  low  31%;  C:  high  1 7%,  low  23%;  D:  high  1 3%,  low  1 6%.  Source:  Teacher  survey  data. 

'**'Q:  "School  leaders  consistently  communicate  high  expectations  to  teachers  regarding  achic\ing  positive  student  outcomes,"  "School  leaders 
consistently  support  teachers,"  "Ineffective  teaching  is  not  tolerated  at  my  school."  Percent  of  teachers  at  schools  witli  highest  retention  of  effective 
teachers  compared  to  those  at  schools  with  lowest  selecting  "agree"  or  "strongly  agree."  Differences  significant  uith  p  <.05  in  Districts  A,  G,  D  for 
expectations  and  support  and  in  Districts  A  and  C  for  ineffective;  values  identical  for  expectations  in  District  B;  trend  in  same  direction  but  not 
significant  for  support  in  District  B  and  ineffective  in  Distiict  D.  Districts:  A:  highest — expectations  73%,  support  43%,  ineffective  49%;  lowest — 
expectations  64%,  support  25%,  ineffective  34%;  B:  highest  —  expectations  76%,  support  48%,  ineffective  44%;  lowest  -  expectations  76%,  support 
39%,  ineffective  41%;  C:  highest  -  expectations  79%,  support  56%,  ineffective  52%;  lowest  -  expectations  59%,  support  29%,  ineffective  44%;  D: 
liighest-  expectations  70%,  support  42%,  inefFectiw  44%;  lowest  -  expectations  64%,  support  35%,  incffectiw  42%.  Source:  Teacher  survey  data. 

We  assessed  instructional  culture  using  our  InstiTicdonal  Culture  Insight  survey.  For  more  information  about  Insight  and  instructional  culture,  see: 
TNTP  (20 1 2).  Greenhouse  schools:  How  sclwols  can  build  cullures  where  teachers  and  students  ttirive.  New  York,  NY:  TNTP.  School  attrition  of  Irreplaceables 
at  schools  with  strong  and  weak  culture  in  Districts:  A:  strong  20%,  weak  31%;  C:  strong  16%,  weak  30%.  Source:  District  and  teacher  survey  data. 

^^Data  on  sdiools  represent  all  teachers,  instead  of  high  performers,  for  sufficient  N.  Perceptions  of  culture  and  working  conditions  similar  between 

high  performers  and  all  teachers. 

■'^  Q:  "Level  of  parent  engagement,"  "Student  conduct,"  "Safety,"  "School  location."  Percent  of  teachers  at  schools  in  highest  school-level  math 
proficiency  quintile  compared  to  teachers  at  schools  in  lowest  selecting  "satisfied"  or  "very  satisfied."  All  differences  significant  ^\ith  p  <,05  in  all 
districts.  Districts:  A:  highest  -  parent  82%i,  conduct  76%,  safety  90%,  location  85%;  lowest -parent  4%,  conduct  10%,  safety  37%,  location 
47%;  B:  highest  -  parent  60%,  conduct  53%,  safety  85%,  location  83%;  lowest  -  parent  9%,  conduct  33%,  safety  59%,  location  59%;  C:  highest 

-  parent  50%,  conduct  55%,  safety'  75%,  location  84%;  lowest  -  parent  1 3%,  conduct  1 9%,  safety  43%,  location  55%;  D:  highest  -  parent  50%, 
conduct  60%,  safety  84%,  location  78%;  lowest -parent  12%,  conduct  17%,  safety  39%,  location  51%.  Source:  Teacher  survey  data. 

^'Q:  "Qpality  of  teachers  at  school,"  "Quality  of  school  leaderehip."  Percent  of  teachers  at  highest  proficiency  schools  compared  to  those  at  lowest 

selecting  "satisfied"  or  "very  satisfied."  Districts:  A;  highest  —  teachei-s  85%,  leadership  64%;  lowest  -  teacliers  48%,  leadership  33%;  B:  highest 

—  teachers  77%,  leader.ship  54%;  lowest  -  teacliers  54%,  leadership  36%;  G:  highest  ~  teachers  76%,  leadership  58%;  lowest  —  teachers  54%, 
leadership  38%;  D:  highest  -  teachers  8 1%,  leadership  48%;  lowest  -  teachers  56%,  leadership  34%.  Source:  Teacher  survey  data. 

*^Q;  "\'Vliat  is  your  best  estimate  for  how  many  more  years  you  plan  to  remain  a  teacher  in  your  current  school?"  Mean  year  values  compared 
for  teachers  at  liighest  proficiency  schools  and  teachers  at  lowest  proficiency  schools.  Differences  were  statistically  significant  with  p  <  .05  in  all 
districts.  Districts;  A:  highest  7.6,  lowest  3.7;  B:  highest  8.5,  lowest  5.8;  C:  highest  7.8,  lowest  5.5;  D:  liighest  9.1,  lowest  6.5.  Source:  Teacher  sur\'ey 

data  and  school  performance  data. 

'"'Percent  of  school  leaders  ranking  "Retaining  the  most  effective  teachers"  or  "Dismissing  ineffective  teachers"  as  a  top  five  priority  at  their  school. 
Districts:  A:  retaining  45%,  dismissing  23%;  B:  retaining  38%,  dismissing  23%;  C:  retaining  47%,  dismissing  31%;  D:  retaining  20%,  dismissing 

1 2%.  Source:  School  leader  sun-ey  data. 

'''District  qualitative  research.  Also  renewed  school  leadership  standards  published  by  Interstate  School  Leaders  Licensure  Consortium  (ISLLC), 
Mid-Continent  Research  for  Education  and  Learning  (NfcREL)  and  'Vanderbilt  Assessment  of  Leadership  in  Education  (VAL-ED). 

''^O:  "Distiict  policies  support  my  ability  to  retain  my  most  effectiw  teachers."  Percent  of  school  leaders  selecting  "agree"  or  "strongly  agree." 

Districts:  A:  30%;  C:  38%.  Source:  School  leader  sureey  data. 

''^Q:  "I  have  die  necessary  flexibility/autonomy  to  ensure  my  most  effective  teachers  are  retained."  Percent  of  school  leaders  selecting  "agree"  or 
"strongly  agi-ee."  Districts:  A:  26%;  B:  30%;  G:  40%;  D:  34%.  Source:  School  leader  survey  data. 
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^"Levin,  J.,  &  Quinn,  M.  (2003).  Missed  opporlmities:  How  we  keep  high-qmlity  teachers  out  of  urban  classroom.  New  York,  NY:  TNTP  Levin,  J., 
Mulhern,  J.,  &  Scliunck,  J.  (2005).  Unintended  consequences:  The  case  for  reforming  the  staffing  rules  in  urban  teachers  union  contracts.  New  York,  NY:  TWTP. 
Weisbeig  et  al.  (2009).  TNTP  (20 1  i).  The  case  against  quality-blind  layoffs:  Wlyi  layoff  policies  that  ignore  teacher  quality  need  to  end  now. 
New  York,  NY:  TNTP. 

^'District  G  has  removed  several  policy  barriers,  but  low  performers  receive  a  similar  number  of  retention  strategies  as  high  performers.  Percent  of  ^  ^ 

high  and  low  performers  receiving  number  of  retention  strategies  in  District  G.  Zero  strategies:  high  26%,  low  3 1  %;  one  strategy:  high  1 9%,  low:  ^"^^ 
21%,  tM  o  strategics:  high  19%,  low  19%;  three  strategics:  high  17%i,  low  13%;  four  strategics:  high  13%,  low:  8%;  five  strategics:  liigh  6%,  low 
8%.  Source:  Teacher  sui-vey  data. 

=HVeisbergetal,(2009). 

*'Total  US  spending  on  Master's  Degree  compensation  for  teachers  was  314E  in  2007-08.  Forthcoming  publication.  Marguerite  Roza.  Districts 

spend  approximately  S 1 ,00 1  per  student  on  raises  based  on  teachers'  seniority  and  college  credit.  Sec:  Roza,  M.  (2007).  Froi^fn  assets:  Retlmking 
teacher  contracts  could  free  billions for  school  reform.  Washington,  DC:  Education  Sector. 

^*Q;  "Please  rank  three  of  the  most  significant  factors  in  your  decision  to  stop  teaching  at  your  school"  (asked  of  those  planning  to  leave  their 
current  school  in  the  next  three  years;  excludes  those  selecting  "personjil  reasons"  as  primaiy  reason  for  lea\ang).  Percent  of  liigh  and  low 
performers  assigning  a  rank  of  1,  2  or  3  to  "Compensation."  Differences  significant  \rith  p  <.05  in  District  C  and  D.  Districts:  A:  high  42%,  low 
32%;  G:  high  19%,  low  6%;  D:  high  22%,  low  8%.  Source:  Teacher  sureey  data. 

Percent  of  high  performers  with  less  than  four  years'  experience:  Districts:  A:  46%;  B:  43%;  C:  36%;  D:  37%i.  Source:  District  data, 

SY  2009-10. 

^^Pcrccnt  of  high  performers  earning  a  lower  base  salary  than  tlic  average  low  performer:  Districts:  A:  54%;  B:  45%;  C:  69%;  D:  57%.  Source: 
District  data,  SY  2010-1 1  (District  G)  and  SY  2009-10  (Districts  A,  B  andD). 

^'Number  of  years  to  reaclr  the  top  of  the  salary  scale.  Districts:  A:  34;  B:  13;  C:  31;  D:  22.  Source:  SY  201 1-12  salaiy  schedules;  retrieved  from 

district  websites  on  4/26/ 1 2. 

^^Percent  of  Iiigh  and  low  performed  selecting  "Identified  opportunities  or  paUis  for  teacher  leader  roles."  Districts:  B:  high  26%,  low  31%;  C: 
high  17%,  low  23%;  D:  high  13%,  low  16%.  Source:  Teacher  sur\'ey  data. 

^^Q:  "Please  rank  three  of  the  most  significant  factors  in  your  decision  to  stop  teaching  at  your  school"  (asked  of  tiiose  planning  to  leave  their 
current  school  in  next  three  years;  excludes  those  selecting  "personal  reasons"  as  primary  reason  for  leaving).  Percent  of  Iiigh  and  low  performers 
assigning  a  rank  of  1,  2  or  3  to  "Opportunities  for  career  advancement."  Differences  significant  with  p  <.05  in  District  C,  p  <.  10  in  District  A 
Districts:  A:  high  24%,  low  14%;  C:  high  31%,  low  13%;  D:  high  22%,  low  23%.  Source:  Teacher  sun'ey  data. 

'"For  a  summary  of  recent  research  about  tlie  effects  of  equality-blind  layoffs,  see:  TNTP  (201 1). 

^' Levin  etal.  (2005). 

Onerous  dismissal  processes  in  urban  school  districts  have  been  well  documented.  For  examples  from  two  districts,  see  Beth  Barrett,  "LAUSD's 

Dance  of  tlie  Lemons,"  LA  Weekly,  Fcbruaiy  1 1 ,  20 1 0,  and  Steven  Brill,  "The  Rubber  Room,"  The  New  Yorker,  August  3 1 ,  2009. 

^■'Rivkin  et  al.  (2005).  Aaronson,  D.,  Barrow,  L.,  &  Sandei;  W'  (2007).  Teachers  and  student  achievement  in  tire  Chicago  public  h^h  schools. 
Journal  of  Labor  Economics,  25(1),  95-135.  Jordan,  H.,  Mendro,  R.,  &  Weerasinghe,  D.  (1997).  The  effects  of  teachers  on  longitudinal  student  achieoemenL 
Dallas,  TX:  Dallas  Public  Schools.  Hanushek,  E.  (2002).  Teacher  quality.  In  L.  T,  Izumi  and  W.  M.  Evers  (Eds.),  Teacher  quality 
(pp.  1-12).  Stanford,  CA:  Hoover  Press. 

Teacher  composition  calculated  within  school-level  proficiency  quintiles.  Highest-proficiency  schools  composition  of  high  and  low  performers: 
Districts:  A:  liigh  24%,  low  19%;  B:  high  24%,  Io\vf  20%;  C:  liigh  27%,  \o\i  14%;  D:  high  24%,  low  15%.  Lowest-proficiency  schools  composition 
of  high  and  low  performers:  Districts:  A:  high  16%,  low  31%;  B:  high  16%,  low  26%;  C:  high  10%,  low  30%;  D:  high  10%,  low  21%.  Source: 
District  data,  SY  2009-10. 

^'Example  schools  based  on  low-proficiency  elementary  schools  in  District  D. 
^^feample  schools  based  on  mid-proficiency  elementary  schools  in  District  D. 

^'District  E;  see  Technical  Appendix. 

''^For  the  definition  of  high  performei-s  for  District  E,  see  the  Technical  Appendix.  Attrition  rate  includes  transfers  and  leaver  s;  only  includes 
schools  ™th  both  high-  and  low-performing  teachers.  Source:  District  E  data,  SY  2010-1 1  and  SY  201 1-12. 

^^Q:  "Evaluation  ratings  cari-y  positive  and  negative  consequences."  Percent  of  teachers  selecting  "strongly  agree"  or  "agree."  Districts:  A:  50%; 
C:  58%;  E:  78%.  Q;  "School  leaders  take  action  with  teachers  who  perform  poorly  in  tiie  classroom  -  either  helping  them  to  improve  or  taking 
action  to  dismiss  them."  Percent  of  teachers  selecting  "strongly  agree"  or  "agree."  Districts:  A:  45%;  B:  35%;  C  47%;  D:  40%i;  E:  68%.  Source: 

Teacher  survey  data. 

70  Q.  "xhere  is  low  tolerance  for  ineffective  teaching  at  my  school."  Percent  of  teachers  selecting  "strongly  agree"  or  "agree."  Districts:  A:  47%;  B: 
38%;  C:  46%;  D  42%;  E:  72%.  Source:  Teacher  survey  data. 
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^^O:  "How  long  do  you  think  it  should  take  for  a  firsl-year  teacher  \vho  is  ineflective  to  become  efTective?  /  for  a  veteran  teacher  who  is  inefTectix^c 
to  become  effective?"  Percent  of  school  leaders  selecting  "2  school  years,"  "2.5  school  years,"  "3  scliool  years"  or  "more  than  3  school  years." 
I J  J  Districts:  D:  first  year  70%,  veteran  43%;  E:  first  year  4%,  veteran  0%.  Source:  School  leader  survey  data. 

•   ''Q:  "Ove,rall,  my  school  is  a  good  place  to  teach  and  learn."  Percent  of  all  tcacliers  selecting  "agree"  or  "strongly  agree."  Districts:  A:  55%;  B: 
62%;  C:  58%;  D:  56%;  E:  89%.  Source:  Teacher  sun-ey  data. 

'^Percent  of  high  performers  compared  to  la\i  performers  selecting  "Recognized  my  accomplishments  publicly."  Districts:  B:  high  32%,  low  3 1%; 
G:  high  39%,  low  34%;  D:  high  21%,  low  18%.  Souixe:  Teacher  survey  data. 

74 "Tliere  is  a  low  tolerance  for  ineffective  teaching  at  my  school  (A,  C)  /  Ineffective  teacliing  is  not  tolerated  at  my  school  (B,  D)."  Percent  of  all 
teachers  selecting  "agree"  or  "strongly  agree."  Districts:  A:  47%;  B:  38%;  C:  46%;  D:  42%.  Source:  Teacher  survey  data. 

'^Percent  of  schools  practicing  pa^idve  difleicntial  retention  —  losing  more  low  performei"s  than  higli  performers  —  for  three  consecutive  years  -. 
Districts:  A:  7%,  B:  12%;  C:  5%;  D:  4%.  Source:  District  data  beginning  SY  2007-08  (Districts  A,  C,  D)  /  SY  2008-09  (District  B.) 

'^TN1T(2012), 

"Q:  "Ineffective  teaching  is  not  tolerated  at  my  school."  Those  selecting  "agree"  or  "strongly  agree"  included  in  the  school-level  percentages  of 
agreement.  Minimum  school-level  response  rates  used  in  each  district.  School-level  rctcnrion  rates  from  SY  201 0-1 1  at  high-  and  low-s^^ement 
terciles  reported.  DifTercnces  were  statistically  significant  \\ith  p  <  .05  in  Districts  A  and  D.  Districts:  A:  high-agreement  72%,  io\v~agreenient 
62%;  B:  high-agreement  61%,  lo\i'-agreement  68%;  C  high-agreement  84%,  low-agreement  81%;  D:  high-agreement  84%,  low-agreement  78%. 
Source:  Teacher  survey  data  and  district  data. 

^^O:  "What  percent  of  your  colleagues  are  highly  effective  teachers  who  produce  exceptional  gains  in  sttident  achievement?"  Correlations  between 
percent  of  colleagues  perceived  to  be  highly  effective  teachers  and  years  planned  retention  of  high  performer's.  Correlations  were  statistically 
significant  with  p  <  .05  in  Districts  G  and  D;  trends  in  same  direction  in  other  districts  but  not  statistically  significant.  Districts:  A:  .11 1;  B:  .120;  C: 

.  1 79;  D:  .2 1 4.  Source:  Teacher  survey  data. 

''See:  Hassel,  E.,  &  Hassel,  B.  (2009).  3X for  all:  Exteitdbig  the  reach  of  education's  best.  Chapel  Hill,  NC:  Public  Impact.  Public  Impact  has  posted 
numerous  models  schools  cotild  use  to  expand  the  impact  of  high-performing  teachers  to  more  students  and  odier  teachers  at 
ww^.Qpportunityculturc.org. 

Adaptive  conjoint  analysis  peiibrmed  witii  Iri'st  choice  simulation;  Respondents  asked  to  choose  between  taidng  oir  five  more  students  with  a 
S6,600  (District  A)  /  37,500  (District  G)  /  87,600  (District  D)  salary  increase  and  no  additional  students  or  salary  with  all  other  attributes  held 
constant.  High  pei-formers  selecting  additional  students  and  salai-y:  Districts:  A:  70%;  C:  69%;  D:  70%.  Source:  Teacher  survey  data. 

Adaptive  coirjoint  analysis  performed  with  first  choice  simulation.  Percent  of  high  performers  selecting  liigh  need,  low  performing  school  over 
low  need,  high  performing  school  with  no  clear  leadership  path:  22%.  Percent  of  high  performers  selecting  high  need,  low  performing  school  with 
"clear  path  to  taking  on  school  leadership  roles  while  continuing  to  teach"  ci\'er  low  need,  high  performing  school  with  no  leadership  options:  55%. 
Source:  Dishict  D  teacher  siur^'cy  data. 

'^TNTP  (2010).  A  smarter  teacher  layoff  system:  How  quality-based  layoffs  can  help  schools  keep  great  teachers.  New  York,  NY:  TNTP. 
*'TNTP  (2012).  MET  Made  simple:  Building  research-based  teacher  emluations.  New  York,  NY:  TNTE 

°*For  more  about  our  reconunendations  on  designing  evaluation  systems,  see:  TNTP  (2010).  Teacher  evabtation  2.0.  New  York,  NY:  TNTP. 
"Grier,  T.  (201 1,  No\'embcr  16).  A  steppingstone  to  better  teacher  evaluation.  Education  Week,  31(12),  28-30. 

°^Lefgren,  L.,  &  Jacob,  B.  (2006).  When  principals  rate  teachers:  The  best — and  the  worst — stand  out.  Education  Xexl,  6(2),  58-64. 

^'Example  based  on  data  in  District  G;  attrition  rate  of  low  performers  assumed  to  be  30%,  attrition  rate  of  high  performers  to  be  4%.  Model 
does  not  assume  any  fluctuations  in  size  of  teacher  populations  at  schools,  assumes  population  of  teachers  with  performance  data  reflects  the 

effectiveness  of  all  teachers,  assumes  two-thirds  of  low  performer  leavers  arc  veterans,  and  asiiumes  that  one-thiixl  of  early-career  low  performers 
graduate  to  become  veteran  low  performers  each  year.  Source:  District  C  data,  SY  2009-10. 

^'Percent  of  schools  practicing  positive  differential  retention  -  losing  more  low  performers  than  high  performers  -  for  one  ^'ear:  Districts:  A:  25%; 
B:  37%;  C:  28%;  D:  27%.  For  duee  consecutive  years:  Districts:  A:  7%;  B:  12%;  C:  5%;  D:  4%.  Soui-ce:  District  data  beginning  SY  2007-08 
(Districts  A,  G,  D)  /  SY  2008-09  (District  B.) 

^'Excluding  District  D,  where  the  most  recent  performance  data  available  were  firom  SY  2009- 1 0.  District  D  sur\'eys  were  administered  in  the  fall 
of  SY  201 1-12. 

'"District  E  (GMO)  does  not  collect  value-added  or  gro^vth  data.  Instead,  evaluation  data  were  used  to  identify  the  top  and  bottom  10%  of  teachers. 
"Districts  A,  G,D  and  E. 
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Abstract 


Most  analyses  of  teacher  quality  end  without  any  assessment  of  the  econonnic  value  of  altered  teacher 
quality.  This  paper  combines  information  about  teacher  effectiveness  with  the  economic  impact  of 
higher  achievement.  It  begins  with  an  overview  of  what  is  known  about  the  relationship  between 
teacher  quality  and  student  achievement,  which  provides  the  basis  for  consideration  of  the  derived 
demand  for  teachers  which  comes  from  their  impact  on  economic  outcomes.  Alternative  valuation 
methods  are  based  on  the  impact  of  increased  achievement  on  individual  earnings  and  on  the  impact  of 
low  teacher  effectiveness  on  economic  growth  through  aggregate  achievement.  A  teacher  one  standard 
deviation  above  the  mean  effectiveness  annually  generates  marginal  gains  of  over  $400,000  in  present 
value  of  student  future  earnings  with  a  class  size  of  20  and  proportionately  higher  with  larger  class  sizes. 
Alternatively,  replacing  the  bottom  5-8  percent  of  teachers  with  average  teachers  could  move  the  U.S. 
near  the  top  of  international  math  and  science  rankings  with  a  present  value  of  $100  trillion. 


iii 


iv 


Introduction 

It  has  become  widely  accepted  that  high  quality  teachers  are  the  most  important  asset  of  schools,  but 
this  recognition  has  not  led  to  any  consensus  on  the  appropriate  policies  that  should  be  followed  to 
ensure  that  we  have  a  good  stock  of  teachers.  The  policy  proposals  range  quite  broadly,  although 
generally  they  call  either  for  closer  regulation  of  quality  or  for  more  use  financial  incentives  with  little  in 
between  these  two  poles.  Remarkably,  these  policy  deliberations  seldom  include  even  the  most 
rudimentary  economic  analyses  or  evaluations.  The  focus  of  most  educational  policy  research  and  of 
the  majority  of  public  discussions  of  school  policy  is  simply  whether  or  not  some  school  input  has  a 
significant  positive  impact  on  student  achievement  and  not  what  it  might  cost  or  the  economic  benefits 
it  might  produce.^  This  paper  focuses  on  the  demand  side  of  the  teacher  labor  market  in  the  United 
States  and  provides  baseline  estimates  of  the  economic  value  of  improving  teacher  quality. 

Much  of  the  discussion  about  the  potential  demand  for  teachers  is  framed  in  terms  of  ensuring 
sufficient  numbers  of  trained  teachers.  This,  however,  is  not  really  the  issue,  because  the  U.S.  has  have 
for  a  long  time  trained  considerably  more  teachers  than  the  number  of  positions  that  annually  become 
open  in  schools.  For  example,  in  2000  86,000  recent  graduates  entered  into  teaching,  even  though 
107,000  graduated  with  an  education  degree  the  year  before  (see  Provasnik  and  Dorfman  2005;  U.S. 
Department  of  Education  2009).^  At  the  same  time,  many  have  noted  shortages  of  teachers  in  particular 


^  One  notable  exception  is  the  long  term  emphasis  by  Henry  Levin  and  his  co-authors  on  comparing  benefits  and 
costs,  although  this  has  not  developed  much  traction  in  policy  debates.  See,  for  example.  Levin  and  McEwan 
(2001)  and  Belfleld  and  Levin  (2007).  An  early  attempt  at  benefit-cost  analysis  in  the  case  of  class  size  reduction  is 
found  in  Krueger  (2002),  following  a  conceptually  similar  approach  to  one  part  of  the  analysis  below. 
^  Note  that  the  recently  graduated  group  entering  teaching  also  includes  a  number  of  people  who  graduate  with 
degrees  other  than  in  education,  mal<ing  the  excess  supply  of  education  graduates  even  larger.  Similar 
differentials  existed  throughout  the  1990s,  implying  that  the  stock  of  trained  teachers  not  in  the  teaching 
profession  is  substantial. 
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geographic  regions  or  subject  areas,  such  as  math,  science,  or  special  education.'  What  usually  gets  left 
out  is  anything  to  do  with  quality.* 

The  analysis  presented  below  is  built  on  a  simple  premise:  The  key  element  defining  a  school's 
impact  on  student  achievement  is  teacher  quality.  In  turn,  the  demand  for  teacher  quality  is  derived 
from  just  this  impact  of  teachers  on  student  outcomes.  Both  existing  academic  studies  and  the  related 
policy  discussions  devote  little  thought  to  the  economic  value  of  outcomes,  generally  relying  on  the 
vague  notion  that  higher  scores  on  tests  are  better  than  lower  scores.  This  analysis  puts  outcome  gains 
in  economic  perspective. 

Consideration  of  the  economic  value  of  teacher  quality  is  especially  relevant  for  the  debates 
about  performance  pay  for  teachers  and  administrators.  Until  recently,  teacher  salary  policies  have 
given  low  priority  to  any  consideration  of  merit  pay,  generally  viewing  it  as  a  small  add-on  to  salaries.  As 
such,  it  was  generally  viewed  as  an  add-on  to  the  basic  pay  system  and  one  of  the  first  items  to  be 
eliminated  at  any  sign  of  budget  pressure  (see,  for  example,  Cohen  and  Murnane  (1986)).  In  this 
context,  it  is  useful  to  understand  the  value  of  keeping  high  quality  teachers  as  it  provides  some  bounds 
on  the  funding  of  potential  pay  policies  to  attract  and  retain  effective  teachers. 

Estimates  of  the  relevant  achievement  and  pay-off  parameters  are  in  fact  available  in  the 
literature.  IVIoreover,  the  key  parameters  have  been  consistently  estimated  across  different  studies  and 
with  considerable  precision.  The  innovation  of  this  paper  is  to  draw  on  those  parameter  estimates  to 
produce  plausible  ranges  for  the  underlying  demand  for  teacher  quality. 

This  paper  begins  with  discussion  of  an  overview  of  what  is  known  about  the  relationship 
between  teacher  quality  and  student  achievement.  It  then  discusses  the  policy  alternatives  that  have 
been  pursued  as  a  motivation  for  considering  performance  based  policies.  The  central  part  of  the  paper 

^  Interestingly,  these  discussions  have  occurred  over  a  long  period  of  time.  See  Kershaw  and  McKean  (1962). 

^  The  one  possible  exception  is  attention  to  teachers  lacking  full  certification.  On  the  other  hand,  teacher 
certification  has  not  been  shown  to  be  closely  related  to  student  achievement;  see,  for  example,  Goldhaber  and 
Brewer  (2000),  Kane,  Rockoff,  and  Staiger  (2008),  and  Boyd  et  al.  (2008). 
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is  consideration  of  the  derived  demand  for  teachers  that  comes  from  their  impact  on  economic 
outcomes. 

The  Central  Importance  of  Teachers 

Literally  hundreds  of  research  studies  have  focused  on  the  importance  of  teachers  for  student 
achievement.  Two  key  findings  emerge.  First,  teachers  are  very  important;  no  other  measured  aspect 
of  schools  is  nearly  as  important  in  determining  student  achievement.  Second,  it  has  not  been  possible 
to  identify  any  specific  characteristics  of  teachers  that  are  reliably  related  to  student  outcomes. 

Understanding  these  findings  is  central  to  the  subsequent  discussions  of  policies  and  their  underlying 
economics. 

The  general  finding  about  the  importance  of  teachers  comes  from  the  fact  that  the  average 
gains  in  learning  across  classrooms,  even  classrooms  within  the  same  school,  are  very  different.^  Some 
teachers  year  after  year  produce  bigger  gains  in  student  learning  than  other  teachers.  The  magnitude  of 
the  differences  is  truly  large,  with  some  teachers  producing  VA  years  of  gain  in  achievement  in  an 
academic  year  while  others  with  equivalent  students  produce  only  Vi  year  of  gain.^  In  other  words,  two 
students  starting  at  the  same  level  of  achievement  can  know  vastly  different  amounts  at  the  end  of  a 
single  academic  year  due  solely  to  the  teacher  to  which  they  are  assigned.  If  a  bad  year  is  compounded 
by  other  bad  years,  it  may  not  be  possible  for  the  student  to  recover. 

No  other  attribute  of  schools  comes  close  to  having  this  much  influence  on  student 
achievement.  The  available  estimates  for,  say,  class  size  reduction  do  not  suggest  any  leverage  past  the 
earliest  grades  of  school,  and  then  the  expected  effects  are  small.  Most  of  the  controversy  about  the 

'a  summary  and  evaluation  of  value-added  studies  that  look  at  the  Influence  of  teachers  on  achievement  gains  is 
found  in  Hanushek  and  Rivkin  (2010b)  and  discussed  more  thoroughly  below. 

^  Hanushek  (1992)  finds  differences  of  this  magnitude  for  disadvantaged  students  found  in  Gary,  Indiana.  For  an 
overview  of  the  results  of  similar  studies,  see  Hanushek  and  Rivkin  (2010b). 
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impacts  of  class  size  focus  on  whetlier  there  is  any  discernible  impact  on  student  achievement  (see,  for 
example,  Hanushek  1999;  Ehrenberg,  Brewer,  Gamoran,  and  Willms  2001;  Mishel  and  Rothstein  2002). 
Much  less  attention  has  focused  on  the  magnitude  of  any  effects  or  the  costs  of  any  reductions.  The 
largest  commonly  available  estimate  for  class  size  reduction  comes  from  Project  STAR,  where  Krueger 
(1999)  estimates  that  there  is  a  one-time  increase  in  achievement  of  approximately  0.22  standard 
deviations  from  reducing  class  size  by  one-third.  Clearly,  reducing  class  size  by  this  much  (eight  students 
per  class  in  the  Tennessee  STAR  experiment)  would  be  very  expensive,  and  the  comparison  must  be  to 
alternative  policy  approaches.^  These  issues  come  back  into  the  discussion  below. 

The  related  issue  is  what  makes  for  an  effective  or  ineffective  teacher.  The  extensive  research 
addressing  this  has  found  little  that  consistently  distinguishes  among  teachers  in  their  classroom 
effectiveness.  Most  documented  has  been  the  finding  that  master's  degrees  bear  no  consistent 
relationship  with  student  achievement  (See  Hanushek  and  Rivkin  2004,  2006).  But  other  findings  are 
equally  as  interesting  and  important.  The  amount  of  experience  in  the  classroom  -  with  the  exception 
of  the  first  few  years  -  also  bears  no  relationship  to  performance.  On  average,  a  teacher  with  five  years 
experience  is  as  effective  as  a  teacher  with  25  years  of  experience.  But,  this  general  result  about 
measured  characteristics  of  teachers  goes  even  deeper.  When  studied,  most  evidence  indicates  that 
conventional  teacher  certification,  source  of  teacher  training,  or  salary  level  are  not  systematically 
related  to  the  amount  of  learning  that  goes  on  in  the  classroom.  For  example,  two  recent  high  quality 
studies  of  different  preparation  and  entry  routes  into  teaching  compare  the  impact  on  student 
achievementof  Teach  for  America  (TFA)  and  other  alternative  routes  into  teaching  with  traditional 


''  Krueger  (1999)  provides  an  economic  analysis  of  class  size  reduction,  suggesting  that  it  is  marginally  cost- 
effective.  These  estimates  can  be  compared  to  the  estimates  for  teacher  quality  provided  below. 
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teacher  training  (Boyd  et  al.  2006  and  Kane,  Rockoff,  and  Staiger  2008).  They  find  little  differences  by 
teacher  training  background. 

The  exception  as  noted  is  that  during  the  first  one  to  three  years  of  teacher  experience  the 
typical  teacher  will  get  better  at  her  job  (see,  for  example,  Staiger  and  Rockoff  2010).  She  will  develop 
her  craft,  learn  her  tasks,  learn  classroom  management,  and  find  ways  to  help  students  learn.  The 
existing  evidence  does  not,  however,  suggest  any  clear  way  to  provide  this  experience  before  entry  into 
the  classroom  or  to  reduce  the  adjustments  that  will  need  to  be  made  once  in  the  classroom.  For 
example,  changes  in  teacher  preparation  or  more  extensive  induction  and  mentoring  programs,  while 
plausibly  effective  policies,  have  yet  to  be  shown  to  significantly  alter  the  early  career  learning  of 
teachers.^  Similarly,  even  very  intensive  professional  development  to  help  teachers  become  more 
effective  after  they  are  already  in  the  classroom  has  shown  little  impact  on  student  achievement." 

The  fundamental  impact  of  teacher  quality  has  led  many  policy  makers  to  focus  on  the 
implications  for  the  form  and  level  of  pay  of  teachers.  The  most  common  expression  of  this  focus  is  that 
we  should  pay  sufficient  salaries  to  ensure  that  there  are  high  quality  teachers  in  all  classrooms." 
Higher  salaries  are  viewed  as  a  way  of  providing  incentives  to  attract  and  retain  the  teacher  force  that 
we  need  as  a  country.  This  conclusion,  however,  is  not  as  straightforward  as  it  sounds,  given  the  current 
structure  of  schools  and  labor  markets  for  teachers  and  given  limitations  on  understanding  of  how  to 
identify  effective  teachers. 


Teach  for  America  has  attracted  a  large  amount  of  attention  for  its  ability  to  attract  very  high  quality  entrants 
from  the  most  competitive  U.S.  colleges  and  universities  (see  below). 

*  See  the  experiments  in  Isenberg  et  al.  (2009).  This  study  compares  a  comprehensive  induction  and  mentoring 
program  to  "business  as  usual"  and  finds  no  gains. 

"  Garet  et  al.  (2008)  and  Garet  et  al.  (2010)  present  results  of  randomized  evaluations  of  intensive  professional 
development  programs  for  early  reading  and  for  middle  school  math,  respectively.  Neither  finds  that  this 
professional  development  even  when  combined  with  classroom  coaching  significantly  affects  student  learning. 
"  In  an  international  context,  see  for  example  Dolton  and  Marcenaro-Gutierrez  (2011). 
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Problems  with  Current  Teacher  Policies 

Existing  policies  on  the  demand  side  of  the  teacher  labor  nnarket  combine  regulations  on  entry  into  the 
profession  and  political  bargaining  over  salaries.  These  policies  have  not  proved  effective  in  ensuring 
uniformly  high  quality  teachers,  and  there  is  little  evidence  that  the  extensions  of  these  that  have  been 
proposed  will  be  more  effective. 

!\/lost  discussion  of  teacher  policies  includes  very  limited  attention  to  costs  except  where  salary 
is  itself  the  focus  of  discussion.  In  these  latter  discussions  of  salaries,  moreover,  little  attention  is  given 
to  teacher  effectiveness.  Performance  pay  has  not  received  extensive  evaluation,  because  the  limited 
use  of  such  schemes  has  until  recently  constrained  researchers'  ability  to  study  alternative  pay  systems. 

Information  about  alternative  performance  pay  approaches  is  beginning  to  be  accumulated. 
The  use  of  performance  pay  has  been  increasing  in  the  United  States  (Podgursky  and  Springer  2007). 
This  increased  interest  has  also  led  both  to  experimental  studies  (Springer  et  al.  2010).  Additionally, 
international  experimentation  has  led  to  more  recent  analyses  (see,  for  example,  Lavy  2009  and 
Muralidharan  and  Sundararaman  2009).  For  a  direct  cross-country  analysis  assessing  the  impact  of 
different  institutions,  see  Woessmann  (2010).  Given  the  level  of  activity  in  this  area,  information  about 
the  supply  side  of  the  market  is  likely  to  increase  rapidly,  but  for  now  still  remains  rudimentary. 

Current  Certification  Policies 

Today's  teacher  policies  begin  almost  everywhere  with  regulating  who  can  enter  teaching  through  a 
certification  process  that  specifies  entry  requirements.^^  Yet,  existing  evidence  indicates  that  using 
regulatory  approaches  to  obtaining  "good  teachers"  is  extraordinarily  difficult,  if  not  impossible.  The 
analyses  of  teacher  characteristics  give  us  little  reason  to  believe  that  we  know  enough  about  consistent 


"  For  a  general  discussion  of  teacher  licensing  and  certification,  see  Goldhaber  (2011). 
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characteristics  or  backgrounds  of  good  teachers  to  set  appropriate  training  and  hiring  standards. 
Specifically,  the  underlying  idea  behind  most  certification  requirements  is  that  we  can  ensure  that 
nobody  gets  a  bad  teacher,  i.e.,  that  is  possible  to  put  a  floor  on  quality.  But  doing  this  requires 
knowledge  of  characteristics  that  systematically  affect  performance.  As  noted  above,  however, 
credentials,  degrees,  experience,  and  even  teacher  test  scores  are  not  consistently  correlated  with 
teaching  skill."  Thus,  requirements  that  only  fully  certified  teachers  can  enter  the  classroom  -  such  as 
included  in  federal  accountability  legislation  (No  Child  Left  Behind  Act,  or  NCLB)-  may  have  little  impact 
on  student  performance,  even  if  achieved. 

Nonetheless,  some  policy  proposals  argue  for  strengthening  credentials,  i.e.,  for  making  the 
standards  higher  and  more  rigorous.  For  example,  some  propose  ensuring  that  all  certified  teachers 
have  a  master's  degree  (National  Commission  on  Teaching  and  America's  Future  1996).  Indeed,  five 
states  including  New  York  currently  require  teachers  to  have  an  earned  master's  degree  in  order  to 
receive  permanent  certification;  an  additional  11  states  require  master's  for  optional  advanced  licenses  ( 
National  Council  on  Teacher  Quality  2009).   But,  since  past  evidence  shows  teachers  with  a  master's 
degree  are  not  on  average  more  effective  than  teachers  lacking  such  a  degree,  these  proposals  would 
raise  the  cost  of  becoming  a  teacher  without  a  strong  expectation  that  quality  would  improve. 

Heightened  screens  for  entry  into  teaching  are  also  likely  to  be  very  costly.  Tightening  up  on 

entry  requirements  typically  involves  increased  undergraduate  course  requirements,  perhaps 

requirements  for  a  master's  degree  before  entering  into  teaching,  and  higher  test  score  requirements 

for  entry  into  teacher  training  or  for  certification.  Each  of  these  makes  entry  into  teaching  relatively 

more  costly.  Other  things  equal,  this  would  reduce  the  supply  of  potential  teachers  by  altering  choices 

"  Some  attention  has  focused  on  teacher  test  scores  as  a  potential  indicator  of  teacher  quality.  The  existing 
empirical  evidence  suggests  that  these  scores,  when  available,  are  more  correlated  with  student  achievement  than 
other  explicit  measures  of  teacher  characteristics  (Hanushek  2003).  Nonetheless,  the  relationship  is  modest  with 
less  than  half  of  the  estimated  parameters  of  teacher  tests  on  student  outcomes  being  statistically  significant  and 
with  little  of  the  underlying  variation  in  teacher  effectiveness  being  accounted  for  by  test  scores. 
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among  existing  potential  teachers.  Of  course  salary  increases  could  offset  any  alterations  in  supply.  The 
magnitude  of  the  needed  increase  would  depend  on  the  responsiveness  of  prospective  teachers  to 
salary  changes  -  something  about  which  we  currently  have  only  rudimentary  knowledge. 

A  variety  of  experiments  with  alternative  routes  to  teaching  have  gone  beyond  traditional 
certification.  Indeed,  a  large  portion  of  current  teachers  do  not  come  through  traditional  teacher 
training  institutions  (Walsh  and  Jacobs  2007).  While  these  programs  and  their  requirements  vary 
widely,  they  do  open  the  door  to  a  broader  range  of  Individuals.  The  existing  evidence  on  their  success 
or  failure  is  nonetheless  limited.  Some  evidence  does  come  from  the  Teach  for  America  (TFA)  program 
that  recruits  high  performing  graduates  from  generally  elite  colleges  and  universities  and  places  them  in 
hard-to-staff  schools  even  though  they  lack  traditional  preparation  and  certification."  Three  careful 
studies  of  the  performance  of  the  TFA  teachers  show  generally  positive  results  for  math  and  equal 
results  for  reading  when  compared  to  traditionally  trained  teachers  (see  Raymond,  Fletcher,  and  Luque 
2001;  Decker,  Mayer,  and  Glazerman  2004;  Xu,  Hannaway,  and  Taylor  2009).  Further,  Boyd  et  al.  (2006) 
and  Kane,  Rockoff,  and  Staiger  (2008)  compare  New  York  City  teachers  who  entered  through  different 
routes  including  Teach  for  America  and  other  alternative  certification  programs  and  find  little  average 
difference  in  effectiveness.    These  results  do,  however,  cast  further  doubt  on  the  idea  of  improving 
teacher  quality  by  building  on  the  existing  certification  requirements. 

Current  Salary  Policies 

The  second  important  aspect  of  teacher  labor  markets  is  compensation.  Standard  economic  models 
suggest  that,  in  a  competitive  economy,  individuals'  salaries  will  generally  be  aligned  to  their 
productivity.  If  one  firm  does  not  pay  a  worker  a  salary  that  matches  her  value  in  terms  of  output, 
"  For  a  description  of  the  program,  see  http://www.teachforamerica.org/. 

"  Kane,  Rockoff,  and  Staiger  (2008)  additionally  provide  some  idea  of  tlie  costtrade-off  of  different  teacher 
selection  policies.  Staiger  and  Rockoff  (2010)  evaluate  much  more  stringent  retention  programs  based  on  value- 
added  information. 
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another  competitive  firm  would  pay  that  amount.  If  the  firm  pays  the  worl<er  too  much  for  her  value,  it 
wiW  not  be  competitive  with  other  firms  and  will  be  prone  to  going  out  of  business. 

Teacher  labor  markets,  however,  differ.  Salaries  are  determined  by  collective  bargaining 
between  teachers'  organizations  and  their  employing  school  districts.  School  districts  are  not  prone  to 
going  out  of  business  if  they  pay  the  wrong  amount.^^  Being  public  activities,  schools  are  always  subject 
to  political  forces,  and  the  goals  for  school  quality  depend  on  governmental  decision  making  about  how 
much  quality  is  desired.  As  a  result,  teacher  salary  decisions  are  only  partially  driven  by  the  economic 
forces  that  underlie  salary  determination  in  private,  competitive  industries.  Demand  for  school  quality 
is  filtered  through  the  political  process  and  may  or  may  not  accurately  represent  the  true  benefits  and 
costs  of  varying  amounts  of  quality,  including  possible  externalities  from  quality." 

Perhaps  the  most  notable  recent  pattern  In  teacher  salaries  is  that  they  have  fallen  dramatically 
in  relation  to  the  rest  of  the  economy.  The  changing  position  of  teachers  is  clear  in  salary  trends  since 
the  beginning  of  World  War  II.  Compared  to  the  earnings  of  male  college  graduates,  the  average  male 
teacher  was  slightly  above  the  50*  percentile  in  1940.  The  average  female  teacher  was  close  to  the  70* 
percentile  among  college-educated  females.  But  then  male  teachers  fell  precipitously  to  the  bottom 
third  of  the  earnings  distribution  for  college  graduates,  and  female  teachers  were  below  average  during 
the  1960s  and  close  to  the  relative  male  position  by  1990.  In  2000,  less  than  30  percent  of  young  males 
and  less  than  40  percent  of  young  females  with  a  bachelor's  degree  earned  less  than  the  average 
teacher  (age  20-29).^*  (Note,  however,  that  these  data  do  not  include  deferred  compensation  for 
teachers,  which  appears  to  have  grown  faster  in  teaching  than  in  private  sector  employment;  Podgursky 
2011). 

Additionally,  there  are  questions  about  whether  the  negotiations  between  school  boards  and  teacher  unions  are 
arms-length  transactions.  See  the  various  discussions  in  Howell  (2005)  and  particularly  Moe  (2005). 
"  The  public  demand  considerations  are  also  influenced  by  the  fact  that  aggregate  innportance  of  school  quality 
appears  to  exceed  the  private  benefits  -  probably  reflecting  externalities  through  the  development  of  ideas  that 
influence  economic  growth.  See  Hanushek  and  Woessmann  (2008, 2010). 
"  Hanushek  and  Rivkin  (2006). 
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This  decline  in  salaries  is  mirrored  by  other  nneasures.  While  it  is  somewhat  difficult  to  trace 
general  measures  of  achievement  and  ability  over  time,  it  appears  that  teachers  are  drawn  from  deeper 
in  the  group  of  people  going  to  college  and  that  the  best  college  graduates  are  not  the  ones  going  into 

teaching." 

Some  analysts  have  focused  on  the  current  position  of  teachers  in  the  wage/ability  distribution 
as  a  fundamental  issue  driving  student  outcomes.  Barber  and  Mourshed  (2007),  for  example,  identify 
the  fact  that  Finland  and  South  Korea  attract  top  graduates  into  teaching  as  a  key  ingredient  to  their 
success  on  international  tests.  The  source  of  this  recruiting  success  is,  however,  unclear,  because 
Finnish  teachers  are  not  paid  high  salaries  (though  Korean  teachers  are).  Mourshed,  Chijioke,  and 
Barber  (2010)  further  emphasize  the  Importance  of  high  level  recruitment  in  their  analysis  of  school 
systems  around  the  world  that  have  shown  substantial  improvement. 

The  costs  of  returning  U.S.  teachers  to  their  former  position  In  the  salary  structure  are  clearly 
enormous.  While  some  have  suggested  that  this  would  be  a  reasonable  policy,  no  analysis  Is  available  to 
indicate  what  gains  in  teacher  quality  would  result. 

Two  factors  appear  to  be  important  in  evaluating  these  salary  trends.  First,  by  most  accounts 
the  skills  needed  to  be  an  effective  teacher  are  not  necessarily  those  needed  to  be  successful  elsewhere 
in  the  economy.^"  While  there  is  uncertainty  in  this  statement  because  we  do  not  have  any  clear 
description  of  what  skills  are  needed  to  be  an  effective  teacher,  we  do  not  find  for  example  that 


Hanushek  and  Pace  (1995),  Corcoran,  Evans,  and  Schwab  (2002),  Bacolod  (2007). 

^°  The  relative  earnings  of  teachers  wlio  leave  teaching  has  not  been  thoroughly  investigated.  Scafldi,  Sjoquist,  and 
Stinebrickner  (2006)  suggest  that  teachers  do  not  in  general  move  to  higher  paying  jobs  when  they  leave  teaching. 
On  the  other  hand,  Chingos  and  West  (2009)  find  that  more  effective  teachers  are  likely  to  leave  for  better  jobs. 
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standard  measures  of  teacher  achievement  or  ability  are  closely  related  to  student  outcomes  even 
thougli  it  is  closely  related  to  earnings  elsewhere  in  the  economy. 

Second,  the  current  structure  of  teacher  pay  enters  into  the  political  determination  of  salaries 
and  appears  to  hold  dow/n  teacher  salaries.  The  single  salary  structure  that  pays  all  teachers  (with  the 
same  experience  and  degree  level)  the  same  amount,  quite  likely,  acts  to  restrain  the  pay  of  teachers. 
The  argument  from  a  very  simple  political  economy  model,  while  not  fully  tested,  is  straightforward. 
Since  salary  contracts  are  negotiated  politically  with  little  discipline  from  the  market,  politicians 
negotiating  salaries  must  be  able  to  defend  the  idea  that  salary  increases  are  related  to  improved 
student  outcomes.  But,  under  the  single  salary  schedule,  teachers  (with  the  same  experience  and 
graduate  training)  receive  the  same  pay  and  increase,  regardless  of  the  teacher's  effectiveness.  This 
situation  makes  large  salary  increases  difficult  because  the  factors  that  determine  pay  are  unrelated  to 
teacher  effectiveness  in  the  classroom,  and  effective  teachers  would  see  the  same  salary  increases  as 
ineffective  teachers. 

Certainly  higher  levels  of  salaries  would  tend  to  increase  the  pool  of  potential  teachers,  but  the 
impact  of  that  on  overall  teacher  quality  depends  on  the  ability  of  principals  and  human  resource  teams 
in  districts  to  choose  the  best  teachers.  Existing  evidence,  while  not  definitive,  suggests  that  schools  are 
not  very  effective  at  choosing  the  best  teachers  among  the  pool  of  eligible  applicants  (Ballou  (1996), 
Ballou  and  Podgursky  (1997),  Staiger  and  Rockoff  (2010)). 

A  variant  of  policy  discussions  about  salaries  is  to  argue  that  the  right  way  to  set  the  salaries  of 
teachers  is  to  use  the  market  salary  for  professionals  in  the  open  economy  as  a  guide.  At  its  heart  this  is 
simply  one  notion  of  how  to  determine  a  salary  level,  but  it  is  generally  unrelated  to  any  arguments 

The  relationship  between  measures  of  teacher  test  scores  and  student  achievement  proves  to  be  very  imprecise, 
with  teacher  tests  generally  being  statistically  insignificant  in  educational  production  functions  and  with  variations 
in  teacher  tests  explaining  little  of  the  variance  in  teacher  effectiveness;  see  Hanushek  (2003).  At  the  same  time, 
as  discussed  below,  there  are  strong  rewards  to  individual  achievement  in  the  general  labor  market. 
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about  the  productivity  of  people  in  alternative  occupations  or  about  the  relative  attractiveness  of 
different  occupations.  To  the  extent  that  the  overall  compensation  levels  of  teachers  would  be  raised 
by  such  calibration  to  other  professions  w/ithout  affecting  the  distribution  of  pay  across  teachers,  it  is 

subject  to  the  same  questions  as  the  previous  arguments  about  restoring  relative  pay. 

There  is  one  aspect  of  this  that  has  specific  relevance,  however.  It  is  unclear  precisely  which 
professional  occupations  would  provide  the  appropriate  comparison.  If  the  standard  is  privately 
employed  professionals  -  say,  lawyers,  doctors,  and  accountants  in  private  employment  -  a  feature  of 
the  comparison  is  the  overall  structure  of  employment.  Most  private  professionals  have  their  salaries 
set  much  more  in  line  with  their  individual  productivity,  so  that  these  occupations  have  much  large 
discrepancies  in  salaries  and  have  noticeably  higher  employment  risks  than  are  found  in  teaching.  Thus, 
even  if  the  comparison  set  of  alternative  professions  were  clear,  the  appropriate  way  to  compare 
salaries  under  different  employment  conditions  is  not. 

A  significant  feature  of  virtually  all  existing  discussions  of  teacher  salaries,  however,  is  the 
absence  of  any  linkage  to  quality  as  seen  through  student  outcomes.  Certainly  discussions  of  quality  are 
used  to  motivate  salary  considerations,  but  little  of  the  existing  analysis  is  very  relevant. 

What  is  the  Economic  Value  of  Quality  Teachers? 

An  alternative  way  to  think  of  the  salaries  for  teachers  is  to  consider  the  derived  demand  for  quality 
teachers,  because  that  is  a  way  to  assess  the  range  of  salary  options  politicians  might  reasonably 
consider.  The  simplest  way  to  value  effective  teachers  is  to  note  that  the  demand  for  teachers  can  be 
derived  from  the  demand  for  their  product  -  educated  students.  For  the  most  part,  teacher  demand 

has  never  been  evaluated  in  terms  of  the  potential  gains  for  students,  implied  by  the  economic  value  of 
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better  performance.  Such  evaluations,  however,  provide  some  idea  of  the  social  value  of  highly 
effective  teachers,  even  If  they  do  not  necessarily  pinpoint  the  efficacy  of  particular  salary  structures.^^ 

The  Demand  Side  Based  on  Expected  Student  Earnings 

Consider  the  economic  returns  to  a  student  that  follow/  having  greater  cognitive  skills.  In  fact,  these 
returns  have  been  frequently  estimated  through  empirical  analyses  of  the  earnings  gains  from  increased 
skills.  The  most  common  estimation  begins  w/ith  a  standard  Mincer  earnings  model  with  the  addition  of 
a  measure  of  cognitive  skills  (CS)  such  as: 

(1)  In  }^  =    + rSj  +  a^Expe}]  +  a^Exper:  +  (|)CS^  +  Si 

where  Y^  is  earnings  of  individual  i,  S  is  school  attainment  fxper  is  potential  labor  market  experience, 

and  s  is  a  random  error.  When  cognitive  skills  are  standardized  to  mean  zero  and  standard  deviation  of 

one,  (f>  is  interpreted  simply  as  the  percentage  increase  in  annual  earnings  that  can  be  attributable  to  a 

one  standard  deviation  increase  in  achievement.  This  will  understate  the  full  impact  of  achievement  to 

the  extent  that  higher  achievement  leads  to  higher  levels  of  schooling,  but  that  Is  generally  not 

considered. 

Three  parallel  U.S.  studies  provide  very  consistent  estimates  of  the  impact  of  test  performance 
on  earnings  (^z5 )  for  young  workers  (Mulligan  1999;  IVIurnane,  Willett,  Duhaldeborde,  and  Tyler  2000; 
Lazear  2003).  These  studies  employ  different  nationally  representative  data  sets  that  follow  students 
after  they  leave  school  and  enter  the  labor  force.  When  scores  are  standardized,  they  suggest  that  one 


Chetty  et  al.  (2010)  note  the  analogy  to  pay  for  CEOs,  where  their  ability  to  create  or  destroy  significant  value 
does  not  dictate  the  optimal  form  of  contract  incentives. 

Murnane,  Willett,  Duhaldeborde,  and  Tyler  (2000)  is  an  exception  for  tracing  through  the  indirect  effects.  See 
also  the  discussion  of  the  form  of  estimation  in  Hanushek  and  Zhang  (2009). 
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standard  deviation  increase  in  mathematics  performance  at  the  end  of  high  school  translates  into  10-15 
percent  higher  annual  earnings.^* 

Murnane,  Wlllett,  Duhaldeborde,  and  Tyler  (2000)  provide  evidence  from  the  High  School  and 
Beyond  and  the  National  Longitudinal  Survey  of  the  High  School  Class  of  1972  (NLS72).  Their  estimates 
suggest  that  males  obtain  a  15  percent  increase  and  females  a  10  percent  increase  per  standard 
deviation  of  test  performance.  Lazear  (2003),  relying  on  a  somewhat  younger  sample  from  National 
Educational  Longitudinal  Study  of  1988  (NELS88),  provides  a  single  estimate  of  12  percent.  These 
estimates  are  also  very  close  to  those  in  Mulligan  (1999),  who  finds  11  percent  for  the  normalized  AFQT 
score  In  the  National  Longitudinal  Study  of  Youth  (NLSY)  data.  Note  that  these  returns  can  be  thought  of 
as  how  much  earnings  would  increase  with  higher  skills  every  year  throughout  the  persons'  working 
career.  The  estimates  do,  however,  come  early  in  the  worker's  career,  suggesting  the  impact  may 
actually  rise  with  experience.^^ 

Altonji  and  Pierret  (2001)  consider  the  possibility  of  statistical  discrimination  that  leads  to 
increased  returns  to  cognitive  skills  over  time.  Specifically,  when  young  workers  first  go  to  an  employer, 
it  is  difficult  for  the  employer  to  judge  the  skills  of  the  worker.  Over  time,  the  employer  can  more 
accurately  assess  the  skills  of  the  worker,  and,  if  worker  skills  are  related  to  cognitive  skills  as  measured 
by  the  tests,  the  returns  to  test  scores  will  rise  with  experience.  Their  analysis  supports  the  idea  that 
these  estimated  returns  to  skills  could  be  an  understatement,  with  the  returns  to  cognitive  skills  rising 
and  the  returns  to  school  attainment  falling  with  labor  market  experience.  When  the  model  was  tested 


It  is  convenient  to  convert  test  scores  into  measures  of  the  distribution  of  achievement  across  the  population.  A 

separate  review  of  the  normalized  impact  of  measured  cognitive  skills  on  earnings  by  Bowies,  Gintis,  and  Osborne 
(2001)  finds  that  the  mean  estimate  Is  only  0.07,  or  slightly  over  half  of  the  specific  studies  here. 

^  These  estimates  are  derived  from  observations  at  a  point  in  time.  Over  the  past  few  decades,  the  returns  to  skill 
have  risen.  If  these  trends  continue,  the  estimates  may  understate  the  lifetime  value  of  skills  to  Individuals.  On 
the  other  hand,  the  trends  themselves  could  change  in  the  opposite  direction.  For  an  Indication  of  the  competing 
forces  over  a  long  period,  see  Goldin  and  Katz  (2008). 
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across  countries,  however,  it  seemed  most  important  for  the  United  States  but  not  for  other  countries 
(see  Hanushek  and  Zhang  2009). 

In  a  different  set  of  estimates  using  data  on  a  sample  of  workers  for  the  U.S.,  Hanushek  and 
Zhang  (2009)  provide  estimates  of  returns  ( ^ )  of  20  percent  per  standard  deviation.  One  distinguishing 
feature  of  these  estimates  is  that  they  come  for  a  sample  of  workers  throughout  the  career,  as  opposed 
to  the  prior  estimates  that  all  come  from  early-career  earnings.^^ 

Using  yet  another  methodology  that  relies  upon  international  test  scores  and  immigrants  into 
the  U.S.,  Hanushek  and  Woessmann  (2009)  obtain  an  estimate  of  14  percent  per  standard  deviation. 
That  analysis  begins  with  a  standard  Mincer  earnings  model  but  estimates  the  returns  to  skills  from  a 
difference-in-differences  formulation  based  on  whether  the  immigrant  was  educated  in  the  home 
country  or  in  the  United  States.  They  find  that  skills  measured  by  international  math  and  science  tests 
from  each  immigrant's  home  country  are  significant  in  explaining  earnings  within  the  United  States. 

Finally,  Chetty  et  al.  (2010)  look  at  how  kindergarten  test  scores  affect  earnings  at  age  25-27  and 
find  an  increase  of  18  percent  per  standard  deviation.  These  estimates  do  not  control  for  any 
intervening  school  attainment  differences  but  do  control  for  a  rich  set  of  parental  characteristics. 

The  finding  that  moving  a  standard  deviation  in  cognitive  skills  yields  10-20  percent  higher 
income  may  sound  small,  but  these  Increments  apply  throughout  the  lifetime.  In  2010,  the  average 
present  value  of  income  for  fulltime,  full-year  workers  age  25-70  is  $1.16  million."  Thus,  one  standard 
deviation  higher  performance  even  at  a  low  return  of  13  percent  per  standard  deviation  amounts  to 
over  $150,000. 

^^The  data  from  the  International  Assessment  of  Adult  Literacy  (I ALS)  provide  both  tests  of  reading  and  numeracy 
skills  but  also  assess  a  range  of  adult  workers.  The  estimates  in  Hanushek  and  Zhang  (2009)  come,  like  the 
previously  mentioned  studies,  from  adding  cognitive  skills  to  a  standard  IVlincer  earnings  function.  But  that  paper 
also  discusses  alternative  ways  to  obtain  estimates  of  the  schooling  gradient  (r  in  equation  (1)). 

Calculations  use  average  income  by  age  for  all  fulltime,  full-year  workers  in  the  labor  force  in  the  first  quarter  of 
2010.  It  is  assumed  that  incomes  rise  1  percent  per  year  because  of  overall  productivity  improvements  in  the 
economy  and  that  future  incomes  are  discounted  at  3  percent. 
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These  estimates  of  the  labor  market  returns  to  higher  cognitive  sl<ills  can  be  merged  with 
evidence  about  variation  in  teacher  effectiveness  to  calculate  the  derived  demand  for  teacher  quality. 
The  basic  approach  to  estimating  teacher  effectiveness  begins  w/ith  a  model  of  student  achievement  (A) 
for  student  i  in  grade  g  as  a  function  of  lagged  achievement,  a  fixed  effect  for  each  teacher  { 5j ),  and 
other  factors  (X)  that  might  affect  performance  as  in: 

(2)  4=(i-^)4,_,+j,+/?^.+iA, 

A  central  issue  in  past  estimation  has  been  identifying  the  standard  deviation  of  teacher 
effectiveness  from  variations  in  5j.  A  key  additional  parameter  is  ^,  which  indicates  the  depreciation 

rate  on  prior  learning,  because  this  indicates  how  much  of  the  learning  attributable  to  a  teacher  carries 
over  after  the  student  leaves  the  classroom. 

Hanushek  and  Rivkin  (2010b)  review  recent  estimates  of  the  standard  deviation  in  teacher 
quality  {(Jj),  and  their  estimates  are  reproduced  in  Table  1.^*  These  estimates,  however,  look  at  the 

variations  in  teacher  effectiveness  found  within  schools  (hence  the  subscript  w)  and  do  not  include  any 
differences  between  schools.^^  The  average  within  school  variation  in  recent  studies  is  0.17  s.d.  for 
math  and  0.13  s.d.  for  reading.  The  focus  on  within  school  variance  reflects  a  concern  about  identifying 
teacher  quality  as  opposed  to  unobserved  differences  among  students  and  families  who  have  selected 
their  school,  largely  through  residential  location. 

For  the  subsequent  estimation  of  the  impact  of  teacher  quality,  an  estimate  of  the  total 
variation  of  quality  (  cTj.  )  is  used.  In  reality,  because  of  difficulties  in  identifying  the  between-school 
variance  in  quality,  the  subsequent  analysis  relies  on  bounds  the  plausible  values  of  total  variation.  A 


Estimation  of  cris  actually  done  in  a  variety  of  ways  and  frequently  makes  some  effort  to  eliminate  biases  and 
measurement  error.  See  Hanushek  and  Rivkin  (2010b). 

Note  that  all  estimates  are  corrected  for  measurement  error  and,  except  for  Kane  and  Staiger  (2008),  rely  on  just 
the  within  school  variation  in  teacher  effectiveness. 
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lower  bound  of  0.2  s.d.  is  used  and  is  matched  with  a  plausible  upper  bound  of  0.3  s.d.    In  this,  teacher 
effectiveness  is  measured  in  terms  of  standard  deviations  of  student  achievement.  Thus,  a  teacher  who 
is  one  standard  deviation  above  the  mean  to  the  distribution  of  teachers  in  terms  of  quality  (i.e., 
comparing  the  84*  percentile  teacher  to  the  50*  percentile  teacher)  is  estimated  to  produce  marginal 
learning  gains  of  0.2-0.3  standard  deviations  of  student  achievement  compared  to  the  average 
teacher.^^ 

As  a  base  case,  consider  a  teacher  who  is  0.5  s.d.  above  average  in  the  teacher  effectiveness 
distribution  (i.e.,  at  the  69*  percentile),  and  this  level  of  effectiveness  is  maintained  across  school  years. 
She  would,  according  to  the  above  estimates,  annually  lead  to  a  0.1  s.d.  average  improvement  in 
cognitive  skills  of  her  students  (assuming  that  the  standard  deviation  of  teacher  effectiveness  in  units  of 
student  achievement  is  0.2  s.d.). 

The  implication  for  earnings  depends  on  the  persistence  of  this  learning  into  the  future  and  how 
this  increased  learning  in  any  given  year  carries  through  into  the  labor  market.  The  baseline  calculations 
presume  that  70  percent  of  the  added  learning  persists  into  the  future,  i.e.,  that  6  in  Equation  (2)  is  0.3. 
The  70  percent  persistence  of  the  annual  growth  in  achievement  comes  from  standard  estimates  of 
depreciation  of  learning  in  educational  production  functions,  but  this  is  subject  to  uncertainty.  First,  the 
estimates  of  9  can  be  directly  influenced  by  differences  in  tests  across  grades,  by  test  measurement 
errors,  and  other  nonlearning  matters.  Second,  while  estimates  of  6  are  not  always  reported  in  the 
relevant  empirical  literature,  there  is  a  clear  distribution  of  estimates  in  the  literature.  6  =0.3  is  roughly 
consistent  with  estimates  in  Hanushek  (1971, 1992),  Armor  et  al.  (1976),  and  Boyd  et  al.  (2006). 
Hanushek,  Kain,  and  Rivkin  (2009)  find  estimates  closer  to  0.4.  Kane  and  Staiger  (2008)  find  estimates  of 
depreciation  near  0.5  (with  large  standard  errors)  for  math,  but  lower  in  language  arts.  The  estimates  of 

^"comparisons  of  estimated  variations  within  and  between  schools  can  be  found  in  Hanushek  and  Rivkin  (2010a). 

In  terms  of  the  student  achievement  distribution,  this  would  move  a  student  from  the  50*  percentile  to  the  Ss"" 
to  62"''  percentile. 
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Jacob,  Lefgren,  and  Sims  (2010)  for  the  teacher  component  of  persistence  are  significantly  lower  than 
this  with  d  in  the  range  of  0.7-  0.  Chetty  et  al.  (2010)  find  that  l<indergarten  scores  carry  through  to 
young  adult  earnings  -  suggesting  a  much  higher  persistence  of  early  skills  -  even  though  later  test 
scores  for  students  do  tend  to  fade.  As  a  result  of  this  imprecision,  the  impact  of  larger  depreciation 
than  that  in  the  baseline  is  also  investigated  in  the  subsequent  sensitivity  analysis. 

It  is  now/  possible  to  calculate  the  value  of  an  above  average  teacher  in  terms  of  effectiveness. 
Combining  the  improvement  in  scores  for  an  individual  with  a  conservative  estimate  of  an  impact  on 
future  individual  earnings  of  13  percent  per  standard  deviation  of  achievement  yields  a  present  value  of 
$10,600  over  a  lifetime  of  wori<  for  the  average  worker. 

But  this  is  not  yet  the  full  impact  of  the  above  average  teacher.  The  impact  on  one  student  is 
replicated  across  all  of  the  other  students  in  the  class.  Thus,  calculation  of  the  impact  of  a  teacher 
depends  directly  on  class  size.  Table  2  provides  the  calculated  economic  value  of  teachers  at  different 
points  in  the  distribution  and  with  different  class  sizes.  Figure  1  displays  the  impact  of  different  quality 
teachers  according  to  class  sizes  at  varying  percentiles  of  the  distribution.^^  A  teacher  who  is  at  the  60**^ 
percentile  (0.25  s.d.  above  average)  raises  individual  earnings  by  $5,292,  and  this  translates  into  a 
present  value  of  $105,830  for  a  class  size  of  20  students.  A  teacher  who  is  one  standard  deviation  above 
the  mean  (84"^  percentile)  produces  over  $400,000  in  added  earnings  for  her  class  of  twenty.^^ 

The  first  thing  to  note  is  that  this  is  an  annual  increment  by  the  teacher.  Any  teacher  who  stays 
at  the  given  level  of  performance  produces  such  an  amount  each  year. 


None  of  these  estimates  introduce  any  possible  offset  that  would  somefronn  direct  class  size  effects.  The 
magnitude  of  any  such  effects  iias  been  controversial  and  does  not  readily  permit  explicit  analysis;  see,  for 
example,  Hanushek  (1999),  Krueger  (1999),  Mishel  and  Rothstein  (2002). 

Chetty  et  al.  (2010),  extrapolating  from  their  data  on  early  career  earnings,  estimate  the  impact  of  a  high  quality 
teacher  at  about  $214,000  per  class  of  20  for  a  teacher  one  s.d.  above  the  mean.  This  is  very  close  to  the  lower 
bound  estimate  in  Table  3. 
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The  second  thing  to  note  from  the  bottom  half  of  Figure  1  is  that  a  below  average  teacher  leads 
to  a  similar  decrease  in  lifetime  earnings.^*  Thus,  having  an  effective  teacher  followed  by  an  equally 
ineffective  teacher  will  cancel  out  the  gains. 

The  precise  marginal  economic  value  depends  crucially  on  the  three  parameters  of  the  teacher 
distribution  and  of  how  achievement  evolves  over  time  and  affects  earnings:  cr^  =  0.2 ;  ^  =  0.13 ;  and 

^  =  0.3 .  It  is  useful  to  see  how  the  specific  baseline  parameters  affect  the  results  when  we  use 
alternative  but  plausible  values. 

The  impact  of  the  different  parameters  is  straightforward.  A  lower  depreciation  rate  (higher 
persistence  of  achievement),  a  wider  distribution  of  the  teacher  effectiveness  distribution,  and  a  larger 
labor  market  payoff  to  skill  lead  to  a  larger  economic  value  of  teacher  effectiveness.  All  of  the  prior 
estimates  were  based  on  rather  conservative  estimates  of  cTj  ,  the  variation  in  teacher  effectiveness; 

one  standard  deviation  in  teacher  effective  translates  into  0.2  standard  deviations  in  annual  student 
growth.  As  indicated,  a  plausible  upper  bound  on  the  variations  in  effectiveness  would  be  0.3  standard 
deviations  in  annual  student  growth,  which  would  be  consistent  both  with  the  larger  estimates  in  Table 
1  and  with  a  more  significant  between-school  variation  In  effectiveness.  Additionally,  the  return  to  skill 
of  ^  =  0.13  most  closely  mirrors  the  labor  market  estimates  for  young  workers  and  for  time  periods  in 
the  past  when  the  demand  for  skill  was  less.  More  recent  estimates  and  consideration  of  the  full  age 
range  of  workers  yields  larger  estimates,  suggesting  that  ^  =  0.2  is  a  plausible  upper  bound  on  the 
estimates.  The  baseline  estimates  do  use  a  depreciation  rate  of  0.3,  whereas  a  subset  of  existing 
production  function  estimates  suggest  larger  depreciation,  particularly  of  achievement  gains  induced  by 
the  teacher.  We  thus  also  look  at  ^  =  0.6,  or  a  depreciation  rate  that  is  twice  as  large. 

^*  The  decrease  is  slightly  different  because  the  estimates  come  from  Mincer  earnings  functions  which  relate  the 
logarithm  of  earnings  to  the  level  of  cognitive  skills  and  thus  to  a  slight  different  percentage  change  when 
evaluated  at  a  different  place  in  the  distribution. 
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Table  3  presents  alternative  estimates  of  marginal  impacts  evaluated  at  one  point  in  the  teacher 
distribution  -  one  standard  deviation  above  the  mean,  or  the  84**^  percentile.  Compared  to  the  baseline, 
a  higher  depreciation  rate  on  achievement  obviously  lessens  the  impact  of  teacher  quality  on  earnings, 
because  this  effectively  reduces  the  impact  of  different  teachers.  Nonetheless,  even  at  the  lower  bound 
in  column  (1)  of  the  table  defined  by  the  previous  quality  and  earnings  parameters  {  cTj,  and  ^)  but 

higher  depreciation  {d),a  good  teacher  with  a  class  of  15  annually  produces  $182,000  more  In  present 
value  than  the  average  teacher.  If  we  scan  across  the  marginal  annual  economic  value  of  a  good  teacher 
(compared  to  the  average)  evaluated  at  a  given  class  size  -  say  20  students  per  class  -  we  see  that  the 
parameters  do  make  a  large  difference  in  the  estimated  impact.  The  annual  economic  value  with  class 
size  of  20  ranges  from  a  quarter  of  a  million  dollars  to  a  million  dollars  at  the  top  of  the  range  for  the 
three  parameters  together.  (The  final  column  is  an  upper  bound  on  estimates  based  on  current 
empirical  work). 

While  the  difference  in  estimates  across  the  parameters  is  large,  the  more  striking  feature  of  the 
table  is  the  magnitude  of  the  lower  bound.  A  teacher  in  the  top  15  percent  with  a  class  of  20  or  more 
students  yields  at  least  $240,000  in  economic  surplus  each  and  every  year  compared  to  an  average 
teacher. 

As  suggested,  the  persistence  of  the  annual  teacher  effects  implied  by  these  estimates  is  an 
open  question.  All  of  the  calculations  in  Figure  1  presume  that  70  percent  of  a  teacher's  addition  to 
knowledge  carries  over  permanently  (except  as  modified  by  subsequent  school  and  family  inputs).  In 
reality,  maybe  all  carries  over,  or  maybe  only  a  small  part  carries  over.  A  host  of  unknown  factors  - 
including  compensatory  behavior  of  parents  and  schools,  the  cumulative  nature  of  skills,  the  specific 
attributes  valued  in  the  labor  market,  and  the  nature  of  peer-classroom  interactions  come  into  play  in 
determining  the  long  run  impact  of  specific  teachers.  But  even  twice  the  depreciation  of  achievement 
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that  was  used  in  the  baseline  yields  very  large  estimates  of  the  value  of  an  effective  teacher  -  say, 
$150,000  per  year  present  value  for  a  ys*  percentile  teacher  with  a  class  of  20  students. 

The  Demand  Side  Based  on  Aggregate  Economic  Growth 

An  alternative  way  of  estimating  the  derived  demand  for  effective  teachers  focuses  on  the  impact  of 
student  performance  on  economic  growth.  Recent  analysis  has  demonstrated  a  very  close  tie  between 
cognitive  skills  of  a  country's  population  and  the  country's  rate  of  economic  growth  (see  the  review  in 
Hanushek  and  Woessmann  (2008)).   In  particular,  countries  that  perform  better  on  international  math 
and  science  tests  have  stronger  growth  of  their  economies.  These  analyses  suggest  that  the  aggregate 
impact  of  increased  skills  is  noticeably  larger  than  the  individual  impact  from  the  prior  calculations.^^ 
The  magnitude  of  the  effects  is  truly  large.  For  the  United  States,  Hanushek  and  Woessmann 
(2010)  calculate  that  the  present  value  of  increased  Gross  Domestic  Product  (GDP)  from  improving 
scores  by  0.25  standard  deviations  would  be  $44  trillion.^^  To  get  some  idea  of  what  a  difference  of  0.25 
s.d.  on  the  international  tests  means  in  substantive  terms,  it  is  useful  to  note  that  Canada  is 


The  precise  reasons  for  the  larger  estimates  of  aggregate  effects  compared  to  the  micro  effects  from  individual 
earnings  are  not  clear.  These  estimates  are  consistent  with  substantial  externalities  from  higher  cognitive  skills, 

but  independent  estimates  of  these  are  unavailable.  The  macro  estimates  reported  here  assume  an  endogenous 
growth  formation  such  that  increased  cognitive  skills  translate  into  permanently  higher  rates  of  long  run  growth  in 
GDP  per  capita.  An  alternative  neoclassical  version  would  relate  increased  skills  to  increased  factor  endowments, 
leading  to  movement  to  a  higher  level  of  income  but  one  with  the  pre-reform  rate  of  long  run  growth.  This  latter 
model  yields  somewhat  smaller  estimates  of  the  economic  gains,  but  they  remain  at  70  percent  of  endogenous 
growth  model  and  still  considerably  above  what  would  be  estimated  from  the  individual  earnings  parameters.  The 
alternative  approaches  to  estimation  is  discussed  in  Hanushek  and  Woessmann  (2008,  (2010). 

The  key  assumptions,  described  in  detail  in  Hanushek  and  Woessmann  (2010),  are  that  future  growth  follows  the 
patterns  of  growth  for  1960-2000,  that  school  improvement  takes  20  years  and  that  the  higher  skilled  people 
replace  existing  workers  as  they  retire  after  a  40  year  career,  and  that  present  values  are  calculated  through  2090 
using  a  3  percent  discount  rate. 
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approximately  0.4  s.d.  ahead  of  the  U.S.  and  that  Finland -the  current  world  leader -is  approximately 
0.58  s.d.  ahead." 

Now  consider  what  would  be  possible  If  we  could  eliminate  the  bottom  end  of  the  teacher 
quality  distribution  and  replace  these  teachers  with  average  teachers.  Following  the  estimates  in 
Hanushek  (2009),  it  is  possible  to  bound  the  increases  in  overall  performance  that  could  be  expected 
from  school  improvement.  Using  the  reasonable  estimates  (above)  of  variations  In  teacher  effectiveness 
as  measured  by  achievement  growth— specifically,  0.20  to  0.30  sd.— it  is  possible  to  see  the  impact  of 
the  least  effective  teachers. 

Figure  2  plots  the  innpact  on  overall  student  learning  of  "deselecting"  (i.e.,  moving  out  of  the 
classroom)  varying  proportions  of  ineffective  teachers  and  replacing  them  with  an  average  teacher. 
These  calculations  come  from  using  the  prior  variance  estimates  to  judge  the  impact  of  truncating  the 
distribution.  The  analysis  applies  to  all  teachers,  so  it  can  be  thought  of  improving  the  effectiveness  of 
teachers  throughout  the  system.  As  such,  it  is  assumed  that  the  quality  of  teachers  reinforces  any  gains 
that  students  make  and  the  impacts  of  good  instruction  are  not  assumed  to  die  out  as  the  student 
progresses  to  a  higher  grade.  Instead  later  teachers  build  upon  the  stronger  average  achievement  of  all 
children  and  set  their  instruction  accordingly. 

The  figure  shows  upper  and  lower  bounds  on  the  improvements  corresponding  to  standard 
deviations  of  0.3  and  0.2,  respectively.  The  wider  the  distribution  of  teacher  effectiveness  the  greater  is 
the  improvement  from  eliminating  the  bottom  tail  of  the  distribution.  As  an  example,  consider  what 
would  happen  to  average  student  performance  if  we  could  eliminate  the  least  effective  5  percent  of 
teachers  from  the  distribution.  The  estimates  of  the  impact  of  teachers  on  student  achievement  indicate 


These  variations  come  from  math  performance  on  tiie  2006  tests  In  the  Programme  for  International  Student 
Assessment,  or  PISA  {see  summary  data  In  Organisation  for  Economic  Co-operation  and  Development  2010). 
There  are  some  variations  in  average  country  scores  over  time  and  across  subjects,  but  these  do  not  affect  the 
calculations  here. 
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that  students  would  on  average  gain  0.28-0.42  s.d.  of  performance  by  the  end  of  their  schooling, 
depending  on  the  bounds  of  the  teacher  quality  estimates. 

These  estimates  of  the  importance  of  teacher  quality  permit  some  calculations  of  what  would 
be  required  to  yield  various  improvements  in  student  performance.  To  begin  with,  consider  what 
magnitude  of  teacher  deselection  might  yield  an  improvement  in  student  performance  to  the  level  of 
Canada  (0.4  s.d.  of  student  achievement).  Figure  2  shows  that  eliminating  the  least  effective  5-8  percent 
of  teachers  would  bring  student  achievement  up  by  0.4  s.d.  If  the  upper  bound  on  teacher 
effectiveness,  corresponding  to  larger  differences  in  effectiveness,  is  appropriate,  replacing  the  bottom 
8  percent  of  teachers  with  an  average  teacher  would  bring  the  U.S.  up  to  the  level  of  Finland. 

The  estimates  of  the  growth  impacts  of  bringing  U.S.  students  up  to  Finland  Imply  astounding 
improvements  in  the  well  being  of  U.S.  citizens.  The  present  value  of  future  increments  to  GDP  in  the 
U.S.  would  amount  to  $112  trillion  (Hanushek  and  Woessmann  2010).  These  returns  dwarf,  for 
example,  all  of  the  discussions  of  U.S.  economic  stimulus  packages  related  to  the  2008  recession  ($1 
trillion). 

The  estimates  are  so  large  for  two  reasons -the  U.S.  is  currently  far  from  Finland  in 
achievement  and  the  U.S.  economy  is  very  large.  The  Increase  in  achievement  for  the  U.S.  would, 
according  to  historic  growth  patterns,  lift  the  annual  U.S.  growth  rate  by  over  one  percent.^^ 

Costs  and  the  Timing  of  Benefits 

It  is  clear  from  the  prior  calculations  that  improvements  in  teacher  effectiveness  would  lead  to  very 
large  economic  gains.  The  estimates  of  the  economic  gains  are  all  put  in  terms  of  present  values,  but 

These  estimates,  particularly  for  the  U.S.,  are  sensitive  to  the  assumptions  about  the  form  of  the  growth  model. 
Under  the  neoclassical  model,  the  low  achievement  of  the  U.S.  is  consistent  with  its  currently  being  above  Its  long 
run  Income  level.  The  U.S.  is  presumed  to  be  one  of  the  prime  contributors  to  the  growth  of  the  technological 
frontier,  but  the  lower  implied  growth  under  this  model  would  still  yield  a  present  value  of  economic  Improvement 
from  achievement  at  the  Finnish  level  of  $62  trillion. 
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they  do  not  accrue  for  some  years  into  the  future.  The  estimates  of  individual  earnings  gains  cover  the 
entire  vjork  life  of  a  current  student.  The  estimates  of  the  economic  gains  to  the  nation  consider  gains 
across  the  entire  lifetime  for  somebody  born  today. 

But  it  is  not  appropriate  to  presume  that  these  changes  occur  without  cost.  At  a  very  simple 
level,  if  5-10  percent  of  teachers  were  deselected,  the  risk  of  entering  a  teaching  career  would  increase, 
and  it  is  natural  to  presume  that  salaries  would  have  to  rise  to  offset  this  increase  in  risk.  More 
generally,  it  is  necessary  to  consider  how  it  might  be  possible  to  finance  monetary  incentives  for  altering 
the  current  teacher  workforce.  If  there  are  fiscal  restraints  on  governments,  say  from  lowered  tax 
revenues  during  recessionary  periods,  it  would  be  important  to  find  financing  within  the  current 
operating  budgets  for  schools. 

The  current  structure  of  salaries  for  teachers  pays  bonuses  for  advanced  degrees  and  for  added 
teaching  experience.  Over  time,  the  teachers  with  advanced  degrees  have  increased  as  a  proportion  of 
the  teacher  force.  Less  than  a  quarter  of  all  teachers  having  a  master's  degree  or  more  in  1960,  but  in 
2007  over  half  of  all  teachers  had  some  sort  of  advanced  degree.^^  Against  this  increase,  as  indicated 
previously,  few  studies  have  suggested  that  having  a  master's  degree  implies  higher  effectiveness. 
Similarly,  median  experience  has  progressively  Increased  since  1960,  and  currently  over  85  percent  of 
teachers  have  more  than  three  years  of  teaching  experience.  Again,  little  evidence  indicates  that 
experience  after  the  first  few  years  has  any  systematic  impact  on  performance.'*" 

The  important  thing  about  this  increase  in  teacher  education  levels  and  in  teacher  experience  is 
that  salaries  rise  with  these  factors  even  though  they  have  no  systematic  influence  on  student 
achievement.  Figure  3  shows  average  teacher  salaries  by  degree  and  years  of  experience.''^  A  teacher 
with  25  years  of  experience  earns  35  percent  more  than  a  teacher  with  5  years  of  experience.  The 

Information  on  teacher  degrees  and  experience  is  found  in  U.S.  Department  of  Education  (2010),  Table  68. 

See  Hanushek  (2003)  and,  more  recently,  Chingos  and  Peterson  (forthcoming). 

The  information  on  salaries  is  found  in  U.S.  Department  of  Education  (2010),  Table  74. 
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average  teacher  with  a  master's  degree  earns  18  percent  more  than  a  teacher  with  just  a  bachelor's 
degree.  But,  neither  higher  levels  of  experience  nor  advanced  degrees  are  related  to  teacher 
effectiveness. 

In  2008, 9.5  percent  of  total  teacher  salaries  went  to  bonuses  for  advanced  degrees,  while  27 
percent  of  total  salaries  went  for  experience  bonuses  for  teachers  with  greater  than  two  years  of 
experience.  Eliminating  or  reducing  these  bonus  payments  for  unproductive  background  characteristics 
of  teachers  could  obviously  free  up  substantial  amounts  of  funds  that  could  be  re-directed  toward 
policies  to  improve  the  quality  of  teachers.  The  national  expenditure  in  2007  on  bonuses  for  advanced 
degrees  amounted  to  approximately  $19  billion.*^  The  total  bonuses  for  teacher  experience  are  roughly 
three  times  as  large. 

The  larger  problems  may  nonetheless  revolve  around  the  political  costs  of  any  reforms.  The 
previous  calculations  suggest  that  considerable  value  could  accrue  to  improving  the  quality  of  teachers. 
Yet  the  pattern  of  benefits  implies  that  they  are  achieved  far  in  the  future,  long  after  much  of  the  initial 
costs  for  reform  must  be  paid  and  beyond  the  electoral  period  for  most  politicians.  IVIany  politicians 
have  in  fact  pursued  school  improvement,  and  spending  on  schools  has  risen  sharply  over  the  five 
decades  (Hanushek  and  Lindseth  2009).  The  policies  introduced  have,  however,  been  ones  that  have 
direct  benefits  to  current  school  personnel,  such  as  reduced  class  size  or  higher  overall  salaries,  although 
these  policies  have  not  been  ones  that  have  led  to  higher  student  achievement.  Moving  to  alternate 
policies  such  as  differential  retention  and  performance  pay  of  teachers  involves  greater  political  costs 
because  these  policies  are  generally  not  supported  by  the  teacher  unions. 


Total  expenditure  on  instructional  salaries  in  public  scliools  in  2007  was  $197  billion,  not  counting  any  benefits 
and  any  degree  bonuses  to  administrators  or  those  providing  instructional  staff  services.  See  U.S.  Department  of 
Education  (2010),  Table  180. 
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Policy  Conclusions 

The  key  to  interpreting  the  prior  calculations  is  to  recognize  that  they  flow  directly  from  increasing 
teacher  effectiveness.  They  do  not  flow  from  increased  teacher  salaries  unless  such  salaries  are  used  to 
attract  and  retain  more  effective  teachers.  This  paper  has  concentrated  on  the  demand  side  of  the 
teacher  labor  market.  The  underlying  idea  is  that  knowing  the  impact  of  teacher  quality  on  economic 
outcomes  provides  immediate  information  about  what  kind  of  rational  changes  in  teacher  incentives 
and  salaries  are  economically  desirable.  Unfortunately,  we  know  little  about  the  supply  function  for 
teacher  quality.*^  Thus,  it  is  not  possible  to  predict  what  kinds  of  pay  changes  would  be  needed  to 
ensure  any  given  quality  of  teacher  force. 

The  standard  arguments  for  performance  pay  suggest  the  potential  value  of  differential  pay 
based  on  effectiveness  in  the  classroom.  We  actually  have  little  empirical  evidence  about  how  to 
structure  any  such  pay  systems  or  about  what  the  effects  might  be."'*  The  evidence  presented  in  this 
paper  simply  suggests  that  the  economically  appropriate  rewards  for  particularly  effective  teachers  in 
the  context  of  a  performance  pay  plan  could  be  very  large. 

The  foregoing  analysis  has  also  implicitly  suggested  an  alternative  approach  to  simple 
performance  pay  that  could  be  more  cost  effective.  If  there  is  an  accurate  screen  on  teacher 
effectiveness,  many  of  the  properties  of  a  performance  pay  scheme  can  be  achieved  by  eliminating  low 
performing  teachers  and  paying  the  remaining  teachers  higher  but  relatively  flat  salaries. 

The  policy  of  eliminating  the  least  effective  teachers  is  very  consistent  with  the  McKinsey 
analysis  of  the  policies  found  in  high-performing  school  systems  around  the  world  (Barber  and 

There  are  actually  different  ways  to  think  about  the  supply  function  of  teacher  quality.  One  can  put  the  supply 
of  quality  into  terms  related  to  salary  arguments,  where  selection  of  teachers  in  both  hiring  and  retention 
decisions  Is  central.  On  this  score,  no  systematic  research  exists.  Alternatively,  one  could  relate  quality  to  the 
effort  made  by  existing  teachers.  This  focus  Is  central  to  the  early  work  on  merit  pay  (e.g.,  Murnane  and  Cohen 
(1986)),  but  has  also  been  the  key  element  of  more  recent  evaluations  such  as  Lavy  (2002,  (2009)  and 
Muralldharan  and  Sundararaman  (2009).  See  also  the  review  of  performance  incentives  in  Lavy  (2007). 

A  discussion  of  current  pay  schemes  can  be  found  In  Podgursky  and  Springer  (2007).  See  also  the  various 
discussions  in  Springer  (2009). 
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Mourshed  2007).  Their  analysis  suggests  that  the  best  school  systems  do  not  allow  ineffective  teachers 
to  remain  in  the  classroom  for  long.  These  conclusions  are  also  consistent  with  more  U.S.  evidence, 
such  as  that  for  New  York  City,  in  Kane,  Rockoff,  and  Staiger  (2008)  and  the  related  policy  prescriptions 
in  Gordon,  Kane,  and  Staiger  (2006)  and  Staiger  and  Rockoff  (2010). 

Policies  of  making  active  performance-based  decisions  on  retention  and  tenure  are  uncommon 
in  the  current  school  system.  A  number  of  states  have  laws  and  regulations  that  lead  to  tenure  decisions 
as  early  as  two  years  into  a  teacher's  career,  with  the  mode  being  just  three  years  (National  Association 
of  State  Boards  of  Education  1997,  National  Council  on  Teacher  Quality  2007).  On  top  of  that,  the 
teacher  evaluation  process  is  typically  very  cursory  (Toch  and  Rothman  2008).  There  is  also  evidence 
that  common  evaluation  criteria  identify  very  few  teachers  as  being  anything  but  very  good  (Weisberg, 
Sexton,  Mulhern,  and  Keeling  2009).These  realities  are  inconsistent  with  the  goal  of  providing  a  quality 
education  to  all  students,  because  some  students  must  necessarily  be  relegated  to  these  ineffective,  and 
damaging,  teachers. 

The  consideration  of  the  impact  of  the  most  ineffective  teachers  suggests  substantial  economic 
gains  from  instituting  policies  to  identify  the  most  ineffective  teachers  and  to  move  them  out  of  the 
classroom.  Developing  such  policies,  negotiating  them  with  teachers,  and  implementing  them  in  the 
schools  would  clearly  take  time.  It  would  also  require  both  severance  packages  for  those  deselected 
and  higher  pay  for  those  who  would  then  have  a  more  risky  job. 

But  there  are  also  other  policies  that  are  suggested  by  the  economic  aspects  of  teacher  quality. 
Specifically,  it  is  important  to  consider  the  significant  interaction  between  teacher  effectiveness  and 
class  size  -  since  all  of  the  impacts  on  individuals  are  magnified  across  entire  classrooms.  A  simple 
conclusion  from  the  estimates  is  that,  even  without  eliminating  any  teachers,  the  most  effective 
teachers  should  be  assigned  larger  classes  and  the  least  effective  should  be  assigned  smaller  classes.  In 
that  way,  the  aggregate  impact  of  less  effective  teachers  is  lessened,  and  the  more  effective  teachers 
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are  better  utilized.  Of  course,  any  direct  impacts  of  altered  class  size  would  be  relevant,  but  the  existing 
research  makes  it  difficult  to  include  that  in  any  systematic  manner.  Further,  the  more  effective 
teachers  might  react  badly  to  having  larger  classes,  which  in  turn  require  more  work.  Indeed  anecdotal 
evidence  suggests  that  schools  may  try  to  do  the  opposite.  If  pay  is  completely  constrained,  schools 
may  reward  the  better  teachers  by  giving  them  smaller  classes.  These  concerns  could  be  eliminated  if 
teachers  are  paid  a  portion  of  their  economic  returns. 

In  the  end,  there  is  ambiguity  in  policy  because  we  have  never  been  able  to  effectively  evaluate 
what  the  supply  function  for  teacher  quality  looks  like.  This  lack  of  information  could,  of  course,  be 
eliminated  by  a  set  of  pay  experiments.  Unfortunately,  the  current  negotiated  pay  alternatives  do  not 
seem  to  be  providing  much  information  -  in  part  because  they  imply  salaries  that  are  relatively 
insensitive  to  effectiveness. 

The  bottom  line  remains  that  much  higher  teacher  salaries  would  be  economically  justified  if 
salaries  reflected  teacher  effectiveness  more  closely.  Without  that  linkage,  we  should  expect  our 
schools  to  underperform,  and  we  might  also  expect  teacher  salaries  to  lag  those  in  the  general  labor 
market. 


28 


References 


Aaronson,  Daniel,  Lisa  Barrow,  and  William  Sander.  2007.  "Teachers  and  Student  Achievement  in  the 
Chicago  Public  High  Schools."  Journal  of  Labor  Economics  25(1):  95-135. 

Altonji,  Joseph  G.,  and  Charles  R.  Pierret.  2001.  "Employer  Learning  and  Statistical  Discrimination." 
Quarterly  Journal  of  Economics  116(1):  313-50. 

Armor,  David  i.,  Patricia  Conry-Oseguera,  Millicent  Cox,  Niceima  King,  Lorraine  McDonnell,  Anthony 

Pascal,  Edw/ard  Pauly,  and  Gail  Zellman.  1976.  Analysis  of  the  School  Preferred  Reading  Program 
In  Selected  Los  Angeles  Minority  Schools.  Santa  Monica,  CA:  Rand  Corporation. 

Bacolod,  Marigee  P.  2007.  "Do  Alternative  Opportunities  Matter?  The  Role  of  Female  Labor  Markets  in 
the  Decline  of  Teacher  Quality."  Review  of  Economics  and  Statistics  89(4):  737-51. 

Ballou,  Dale.  1996.  "Do  public  schools  hire  the  best  applicants?"  Quarterly  Journal  of  Economics  111(1): 

97-133. 

Ballou,  Dale,  and  Michael  J.  Podgursi<y.  1997.  Teacher  Pay  and  Teacher  Quality.  Kalamazoo,  Ml:  W.E. 
Upjohn  Institute  for  Employment  Research. 

Barber,  Michael,  and  Mona  Mourshed.  2007.  How  the  World's  Best-Performing  School  Systems  Come 
Out  on  Top.  McKinsey  and  Company. 

Belfield,  Clive  R.,  and  Henry  M.  Levin,  eds.  2007.  The  Price  We  Pay:  Economic  and  Social  Consequences  of 
Inadequate  Education.  Washington,  DC:  Brookings  Institution  Press. 

Bowles,  Samuel,  Herbert  Gintis,  and  Melissa  Osborne.  2001.  "The  Determinants  of  Earnings:  A 
Behavioral  Approach."  Journal  of  Economic  Literature  39(4):  1137-76. 

Boyd,  Donald  J.,  Pamela  L.  Grossman,  Hamilton  Lankford,  Susanna  Loeb,  and  James  H.  Wyckoff.  2006. 
"How  Changes  in  Entry  Requirements  Alter  the  Teacher  Workforce  and  Affect  Student 
Achievement."  Education  Finance  and  Policy  1(  2):  176-216. 

Boyd,  Donald  J.,  Hamilton  Lankford,  Jonah  E.  Rockoff,  Susanna  Loeb,  and  James  H.  Wyckoff.  2008.  "The 
Narrowing  Gap  in  New  York  City  Teacher  Qualifications  and  Its  Implications  for  Student 
Achievement  in  High-Poverty  Schools."  Journal  of  Policy  Analysis  and  Management  27(  4):  793- 
818. 

Chetty,  Raj,  John  N.  Friedman,  Nathaniel  Hilger,  Emmanuel  Saez,  Diane  Whitmore  Schanzenbach,  and 

Danny  Yagan.  2010.  "How  Does  Your  Kindergarten  Classroom  Affect  Your  Earnings?  Evidence 
From  Project  STAR."  NBER  Working  Paper  16381.  Cambridge,  MA:  National  Bureau  of  Economic 
Research,  Inc. 

Chingos,  Matthew  M.,  and  Paul  E.  Peterson.  Forthcoming.  "It's  Easier  to  Pick  a  Good  Teacher  than  to 
Train  One:  Familiar  and  New  Results  on  the  Correlates  of  Teacher  Effectiveness."  Economics  of 
Education  Review. 

Chingos,  Matthew  M.,  and  Martin  West,  2009.  "Teacher  Effectiveness,  Mobility,  and  Attrition  in  Florida." 
In  Performance  incentives:  Their  Growing  Impact  on  American  K-12  Education,  edited  by 
Matthew  G.  Springer.  Washington,  DC:  Brookings  Institution  Press  (251-71). 


29 


Cohen,  David  K.,  and  Richard  J.  Murnane.  1986.  "Merit  Pay  and  the  Evaluation  Problem:  Understanding 
Why  Most  Merit  Pay  Plans  Fail  and  a  Few  Survive."  Harvard  Educatior)al  Review  56(1):  1-17. 

Corcoran,  Sean  P.,  William  N.  Evans,  and  Robert  S.  Schwab.  2002.  "Changing  Labor  Market  Opportunities 
for  Women  and  the  Quality  of  Teachers  1957-1992."  NBER  Working  Paper  9180.  Cambridge, 
MA:  National  Bureau  of  Economic  Research,  Inc. 

Decker,  Paul  T.,  Daniel  P.  Mayer,  and  Steven  Glazerman.  2004.  The  Effects  of  Teach  For  America  on 

Students:  Findings  from  a  National  Evaluation.  Princeton,  NJ:  Mathematica  Policy  Research,  Inc. 

Dolton,  Peter,  and  Oscar  D.  Marcenaro-Gutierrez.  2011.  "If  you  Pay  Peanuts  Do  You  Get  Monkeys?  A 
Cross-Country  Analysis  of  Teacher  Pay  and  Pupil  Performance."  Economic  Policy  26(65):  5-55. 

Ehrenberg,  Ronald  G.,  Dominic  J.  Brewer,  Adam  Gamoran,  and  J.  Douglas  Willms.  2001.  "Class  Size  and 
Student  Achievement."  Psychological  Science  in  the  Public  Interest  2(1):  1-30. 

Garet,  Michael  S.,  Stephanie  Cronen,  Marian  Eaton,  Anja  Kurki,  Meredith  Ludwig,  Wehmah  Jones, 

Kazuaki  Uekawa,  Audrey  Falk,  Howard  S.  Bloom,  Fred  Doolittle,  Pel  Zhu,  and  Laura  Sztejnberg. 
2008.  The  Impact  of  Two  Professional  Development  Interventions  on  Early  Reading  Instruction 
and  Achievement.  Washington,  DC:  National  Center  for  Education  Evaluation  and  Regional 
Assistance,  Institute  of  Education  Sciences.  U.S.  Department  of  Education. 

Garet,  Michael  S.,  Andrew  J.  Wayne,  Fran  Stancavage,  James  Taylor,  Kirk  Walters,  Mengli  Song,  Seth 
Brown,  Steven  Hurlburt,  Pel  Zhu,  Susan  Sepanik,  and  Fred  Doolittle.  2010.  Middle  School 

Mathematics  Professional  Development  Impact  Study:  Findings  After  the  First  Year  of 
Implementation,  NCEE  2010-4009.  Washington,  DC:  Institute  of  Education  Sciences. 

Goldhaber,  Dan.  2011.  "Licensure:  Exploring  the  Value  of  this  Gateway  to  the  Teacher  Workforce."  In 
Handbook  of  the  Economics  of  Education,  Vol.  3,  edited  by  Eric  A.  Hanushek,  Stephen  Machin, 
and  Ludger  Woessmann  (315-39).  Amsterdam:  North  Holland. 

Goldhaber,  Dan,  and  Dominic  J.  Brewer.  2000.  "Does  Teacher  Certification  Matter?  High  School  Teacher 
Certification  Status  and  Student  Achievement."  Educational  Evaluation  and  Policy  Analysis  22(2): 
129-45. 

Goldin,  Claudia,  and  Lawrence  F.  Katz.  2008.  The  Race  between  Education  and  Technology.  Cambridge, 
MA:  Harvard  University  Press. 

Hanushek,  Eric  A.  1971.  "Teacher  Characteristics  and  Gains  in  Student  Achievement:  Estimation  Using 
Micro  Data."  American  Economic  Review  60(2):280-88. 

 .  1992.  "The  Trade-Off  between  Child  Quantity  and  Quality."  Journal  of  Political  Economy  100(1): 

84-117. 

 .1999.  "The  Evidence  on  Class  Size."  In  Earning  and  Learning:  How  Schools  Matter,  edited  by  Susan 

E.  Mayer  and  Paul  E.  Peterson  (131-68).  Washington,  DC:  Brookings  Institution. 

 .  2003.  "The  Failure  of  Input-Based  Schooling  Policies."  Economic  Journal  113(485):  F64-F98. 

 .  2009.  "Teacher  Deselection."  In  Creating  a  New  Teaching  Profession,  edited  by  Dan  Goldhaber 

and  Jane  Hannaway  (165-80.  Washington,  DC:  Urban  Institute  Press. 

Hanushek,  Eric  A.,  John  F.  Kain,  and  Steve  G.  Rivkin.  2009.  "New  Evidence  about  Srown  v.  Board  of 

Education:  The  Complex  Effects  of  School  Racial  Composition  on  Achievement."  Vour/io/o//.obor 
Economics  27(3):  349-83. 


30 


Hanushek,  Eric  A.,  and  Alfred  A.  Lindseth.  2009.  Schoolhouses,  Courthouses,  and  Statehouses:  Solving 
the  Funding-Achievement  Puzzle  In  America's  Public  Schools.  Princeton,  NJ:  Princeton  University 

Press. 

Hanusliek,  Eric  A.,  and  Richard  R.  Pace.  1995.  "Who  Chooses  to  Teach  (and  Why)?"  Economics  of 
Education  Review  14(2):  101-17. 

Hanushek,  Eric  A.,  and  Steve  G.  Rivkin.  2004.  "How  to  improve  the  Supply  of  High  Quality  Teachers."  In 
Brookings  Papers  on  Education  Policy  2004,  edited  by  Diane  Ravitch  (7-25).  Washington,  DC: 
Brookings  Institution  Press. 

 .  2006.  "Teacher  Quality."  In  Handbool(  of  the  Economics  of  Education,  edited  by  Eric  A.  Hanushek 

and  Finis  Welch  (1051-78).  Amsterdam:  North  Holland. 

 .  2010a.  "Constrained  Job  Matching:  Does  Teacher  Job  Search  Harm  Disadvantaged  Urban 

Schools?"  CALDER  Working  Paper  42.  Washington,  DC:  The  Urban  Institute. 

 .  2010b.  "Generalizations  about  Using  Value-Added  Measures  of  Teacher  Quality."  ^mer/con 

Economic  Review  100(2)  :267-71. 

Hanushek,  Eric  A.,  and  Ludger  Woessmann.  2008.  "The  Role  of  Cognitive  Skills  in  Economic 
Development."  Journal  of  Economic  Literature  46(3):  607-68. 

 .  2009.  "Do  Better  Schools  Lead  to  More  Growth?  Cognitive  Skills,  Economic  Outcomes,  and 

Causation."  NBER  Working  Paper  14633.  Cambridge,  MA:  National  Bureau  of  Economic 
Research,  Inc. 

 .2010.  "How  Much  Do  Educational  Outcomes  Matter  in  OECD  Countries?"  NBER  Working  Paper 

16515.  Cambridge,  MA:  National  Bureau  of  Economic  Research,  Inc. 

Hanushek,  Eric  A.,  and  Lei  Zhang.  2009.  "Quality-Consistent  Estimates  of  International  Schooling  and  Skill 
Gradients."  Journal  of  Human  Capital  3(2):  107-43. 

Howell,  William  G.,  ed.  2005.  Besieged,  School  Boards  and  the  Future  of  Education  Politics.  Washington, 
DC:  The  Brookings  Institution. 

Isenberg,  Eric,  Steven  Glazerman,  Martha  Bleeker,  Amy  Johnson,  Julieta  Lugo-Gil,  Mary  Grider,  Sarah 

Dolfin,  and  Edward  Britton.  2009.  Impacts  of  Comprehensive  Teacher  Induction:  Results  From  the 
Second  Year  of  a  Randomized  Controlled  Study.  Washington,  DC:  National  Center  for  Education 
Evaluation  and  Regional  Assistance,  Institute  of  Education  Sciences.  U.S.  Department  of 

Education. 

Jacob,  Brian  A.,  and  Lars  Lefgren.  2008.  "Can  Principals  Identify  Effective  Teachers?  Evidence  on 

Subjective  Performance  Evaluation  in  Education."  Journal  of  Labor  Economics  26(1):  101-36. 

Jacob,  Brian  A.,  Lars  Lefgren,  and  David  Sims.  2010.  "The  Persistence  of  Teacher-Induced  Learning." 
Journal  of  Human  Resources  A5(4):  915-43. 

Kane,  Thomas  J.,  Jonah  E.  Rockoff,  and  Douglas  O.  Stalger.  2008.  "What  Does  Certification  Tell  Us  About 
Teacher  Effectiveness?  Evidence  from  New  York  City."  Economics  of  Education  Review  27(5): 
615-31. 

Kane,  Thomas  J.,  and  Douglas  0.  Stalger.  2008.  "Estimating  Teacher  Impacts  on  Student  Achievement: 
An  Experimental  Evaluation."  NBER  Working  Paper  14607.  Cambridge,  MA:  National  Bureau  of 
Economic  Research,  Inc. 


31 


Kershaw,  Joseph  A.,  and  Roland  N.  McKean.  1962.  Teacher  Shortages  and  Salary  Schedules.  NY: 
McGraw-Hill. 


Koedel,  Cory,  and  Julian  R.  Betts.  2009.  "Does  Student  Sorting  Invalidate  Value-Added  Models  of  Teacher 
Effectiveness?  An  Extended  Analysis  of  the  Rothstein  Critique."  Department  of  Economics 
Working  Paper  09-02.  Columbia,  MO:  University  of  Missouri. 

Krueger,  Alan  B.  1999.  "Experimental  Estimates  of  Education  Production  Functions."  Quarterly  Journal  of 
Economics  114(2):  497-532. 

 .  2002.  "Understanding  the  Magnitude  and  Effect  of  Class  Size  on  Student  Achievement."  In  The 

class  size  debate,  edited  by  Lawrence  Mishel  and  Richard  Rothstein  (7-35).  Washington,  DC: 

Economic  Policy  Institute. 

Lavy,  Victor.  2002.  "Evaluating  the  Effect  of  Teachers'  Group  Performance  Incentives  on  Pupil 
Achievement."  Journal  of  Political  Economy  110(6):  1286-1317. 

 .  2007.  "Using  Performance-Based  Pay  to  Improve  the  Quality  of  Teachers."  The  Future  of  Children 

17(1):  87-109. 

 .  2009.  "Performance  Pay  and  Teachers'  Effort,  Productivity,  and  Grading  Ethics."  American 

Economic  Review  99(5):  1979-2011. 

Lazear,  Edward  P.  2003.  "Teacher  Incentives."  Swedish  Economic  Policy  Review  10(3):  179-214. 

Levin,  Henry  M.,  and  Patrick  J  McEwan.  2001.  Cost-Effectiveness  Analysis:  Methods  and  Applications. 

2nd  ed.  Thousand  Oaks,  CA:  Sage  Publications,  Inc. 

Mishel,  Lawrence,  and  Richard  Rothstein,  eds.  2002.  The  Class  Size  Debate.  Washington,  DC:  Economic 
Policy  Institute. 

Moe,  Terry  M.  2005.  "Teacher  Unions  and  School  Board  Elections."  In  Besieged,  School  Boards  and  the 
Future  of  Education  Politics,  edited  by  William  G.  Howell  (254-87).  Washington,  DC:  The 
Brookings  Institution. 

Mourshed,  Mona,  Chinezi  Chijioke,  and  Michael  Barber.  2010.  How  the  World's  Most  Improved  School 
Systems  Keep  Getting  Better:  McKinsey  and  Company. 

Mulligan,  Casey  B.  1999.  "Gallon  Versus  the  Human  Capital  Approach  to  Inheritance."  Journal  of  Political 
Economy  107(6,  pt.  2):  S184-S224. 

Muralidharan,  Karthik,  and  Venkatesh  Sundararaman.  2009.  "Teacher  Performance  Pay:  Experimental 
Evidence  from  India."  NBER  Working  Paper  15323.  Cambridge,  MA:  National  Bureau  of 

Economic  Research,  Inc. 

Murnane,  Richard  J.,  and  David  K.  Cohen.  1986.  "Merit  Pay  and  the  Evaluation  Problem:  Why  Most  Merit 
Pay  Plans  Fail  and  a  Few  Survive."  Harvard  Educational  Review  56(1):  1-17. 

Murnane,  Richard  J.,  John  B.  Willett,  Yves  Duhaldeborde,  and  John  H.  Tyler.  2000.  "How  Important  are 
the  Cognitive  Skills  of  Teenagers  in  Predicting  Subsequent  Earnings?"  Journal  of  Policy  Analysis 
and  Management  19(4  ):  547-68. 

National  Commission  on  Teaching  and  America's  Future.  1996.  What  Matters  Most:  Teaching  for 
America's  Future.  New  York:  NCTAF. 

National  Council  on  Teacher  Quality.  2009.  State  Teacher  Policy  Yearbook,  2009.  Washington,  DC: 
National  Council  on  Teacher  Quality. 

32 


Nye,  Barbara,  Spyros  Konstantopoulos,  and  Larry  V.  Hedges.  2004.  "How  Large  Are  Teacher  Effects?" 
Educational  Evaluation  and  Policy  Analysis  26(3):  237-57. 

Organisation  for  Economic  Co-operation  and  Development.  2010.  Education  at  a  Glance  2010:  OECD 
indicators.  Paris:  Organisation  for  Economic  Co-operation  and  Development. 

Podgursl<y,  Michael  J.  2011.  "Teacher  Compensation  and  Collective  Bargaining."  In  Handbool<  of  the 
Economics  of  Education,  Vol.  3,  edited  by  Eric  A.  Hanushek,  Stephen  Machin,  and  Ludger 
Woessmann  (279-313).  Amsterdam:  North  Holland. 

Podgursky,  IVlichael  J.,  and  IVIatthew  G.  Springer.  2007.  "Teacher  Performance  Pay:  A  Review."  Journal  of 
Policy  Analysis  and  Management  26(4):  909-49. 

Provasnik,  Stephen,  and  Scott  Dorfman.  2005.  l\/lobility  in  the  Teacher  Workforce:  Findings  for  The 

Condition  of  Education  2005,  NCES  2005-114.  Washington,  DC:  National  Center  for  Education 
Statistics. 

Raymond,  IVIargaret  E.,  Stephen  Fletcher,  and  Javier  A.  Luque.  2001.  Teach  for  America:  An  Evaluation  of 
Teacher  Differences  and  Student  Outcomes  in  Houston,  Texas.  Stanford  University:  CREDO. 

Rivkin,  Steven  G.,  Eric  A.  Hanushek,  and  John  F.  Kain.  2005.  "Teachers,  Schools,  and  Academic 
Achievement."  Econometrica  73(2):  417-58. 

Rockoff,  Jonah  E,  2004.  "The  Impact  of  Individual  Teachers  on  Student  Achievement:  Evidence  from 

Panel  Data."  American  Economic  Review  94(2):  247-52. 

Rothstein,  Jesse.  2010.  "Teacher  Quality  in  Educational  Production:  Tracking,  Decay,  and  Student 
Achievement."  The  Quarterly  Journal  of  Economics  125(1):  175-214. 

Scafidi,  Benjamin,  David  L.  Sjoquist,  and  Todd  R.  Stinebrickner.  2006.  "Do  Teachers  Really  Leave  for 

Higher  Paying  Jobs  in  Alternative  Occupations?  "  Advances  in  Economic  Analysis  and  Policy  6(1): 
Art.  8. 

Springer,  IVIatthew  G.,  ed.  2009.  Performance  Incentives:  Their  Growing  Impact  on  American  K-12 
Education.  Washington,  DC:  Brookings  Institution  Press. 

Springer,  Matthew  G.,  Dale  Ballou,  Laura  Hamilton,  Vi-Nhuan  Le,  J.R.  Lockwood,  Daniel  F.  McCaffrey, 
Matthew  Pepper,  and  Brian  M.  Stecher.  2010.  Teacher  Pay  for  Performance:  Experimental 
Evidence  from  the  Project  on  incentives  in  Teaching.  Nashville,  TN:  National  Center  on 
Performance  Incentives,  Vanderbilt  University. 

Staiger,  Douglas  O.,  and  Jonah  E.  Rockoff.  2010.  "Searching  for  Effective  Teachers  with  Imperfect 
Information."  Journal  of  Economic  Perspectives  24(3):  97-118. 

U.S.  Department  of  Education.  2009.  Digest  of  Education  Statistics,  2008.  Washington,  DC:  National 
Center  for  Education  Statistics. 

 .  2010.  Digest  of  Education  Statistics,  2009.  Washington,  DC:  National  Center  for  Education 

Statistics. 

Walsh,  Kate,  and  Sandi  Jacobs.  2007.  Alternative  Certification  isn't  Alternative.  Washington,  DC:  Thomas 
B.  Fordham  Institute. 

Weisberg,  Daniel,  Susan  Sexton,  Jennifer  Mulhern,  and  David  Keeling.  2009.  The  Widget  Effect:  Our 

National  Failure  to  Acknowledge  and  Act  on  Differences  in  Teacher  Effectiveness.  New  York:  The 
New  Teacher  Project. 


33 


Woessmann,  Ludger.  2010.  "Cross-Country  Evidence  on  Teacher  Performance  Pay."  Program  on 
Education  Policy  and  Governance  Worl<ing  Paper  PEPG  10-11.  Cambridge,  IVIA:  Harvard 

University. 

Xu,  Zeyu,  Jane  iHannaway,  and  Colin  Taylor.  2009.  "IVIaking  a  Difference?:  The  Effects  of  Teach  for 
America  in  High  School."  CALDER  Working  Paper  17  (revised).  Washington,  DC:  The  Urban 
Institute. 


34 


Tables 


Table  1.  Estimates  of  Within  School  Variation  in  Teacher  Effectiveness  (cr,J 


Study 

Location 

Test  subject 

reading 

math 

Rockoff(2004) 

New  Jersey 

0.10 

0.11 

Nye,  Konstantopoulos,  and  Hedges  (2004) 

Tennessee 

0.26 

0.36 

Rivkin,  Hanushek,  and  Kain  (2005) 

Texas 

0.15 

0.11 

Aaronson,  barrow,  ana  ianaer  (zuu/) 

Chicago 

0.13 

Kane,  Rockoff,  and  Staiger  (2008) 

New  York  City 

0.08 

0.11 

Jacob  and  Lefgren  (2008) 

Undisclosed  city 

0.12 

0.26 

Kane  and  Staiger  (2008) 

Los  Angeles 

0.18 

0.22 

Koedel  and  Betts  (2009) 

San  Diego 

0.23 

Rothstein  (2010) 

North  Carolina 

0.11 

0.15 

Hanushekand  Rivkin  (2010a) 

Undisclosed  city 

0.11 

AVERAGE 

0.13 

0.17 

Note:  All  estimates  indicate  the  standard  deviation  of  teacher  effectiveness  in  terms  of  student 
achievement  standardized  to  mean  zero  and  variance  one.  All  variances  are  corrected  for  test 
measurement  error  and  except  Kane  and  Staiger  (2008)  are  estimated  within  school-by-year  or  within 
school-by-grade-by-year.  Corrected  reading  estimates  included  for  Rivkin,  Hanushek,  and  Kain  (2005). 

Source:  Hanushek  and  Rivkin  (2010b) 
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Table  2.  Baseline  Marginal  Annual  Economic  Value  Based  on  Student  Lifetime  Incomes 

(o-j.  =  0.2;^z)  =  0.13;(9  =  0.3) 
 Teacher  effectiveness  as  s.d.  from  mean  (percentile) 


class  size 

0.25  (60*) 

0.5  (69*) 

0.75  ((77*) 

1.0  (84*) 

1.25  (89*) 

1.5  (93"*) 

5 

$26,458 

$53,036 

$79,735 

$106,556 

$133,500 

$160,566 

10 

$52,915 

$106,071 

$159,470 

$213,113 

$267,000 

$321,132 

15 

$79,373 

$159,107 

$239,205 

$319,669 

$400,499 

$481,698 

20 

$105,830 

$212,143 

$318,941 

$426,225 

$533,999 

$642,264 

25 

$132,288 

$265,179 

$398,676 

$532,781 

$667,499 

$802,831 

30 

$158,745 

$318,214 

$478,411 

$639,338 

$800,999 

$963,397 

(Mote:  ^=ciepreciation  rate ;  cTj.  =standard  deviation  of  teacher  quality;  ^=  labor  market  return  to  one  standard  deviation  higher  achievement. 
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Table  3.  Sensitivity  of  Demand  Based  on  Earnings  to  Key  Parameters 

(marginal  annual  economic  value  of  teacher  one  standard  deviation  above  mean) 


0.6 

0  = 

0.3 

=  0.2 

(jj.  = 

=  0.3 

=  0.2 

(jj.  = 

=  0.3 

class 
size 

^  =  0.13 

(p  =  0.2 

^^  =  0.13 

(^  =  0.2 

^  =  0.13 

(p  =  0.2 

<p  =  0.l3 

<Z)  =  0.2 

5 

$60,652 

$93,573 

$91,215 

$140,923 

$106,556 

$164,741 

$160,566 

$248,858 

10 

$121,303 

$187,145 

$182,430 

$281,847 

$213,113 

$329,482 

$321,132 

$497,715 

15 

$181,955 

$280,718 

$273,645 

$422,770 

$319,669 

$494,223 

$481,698 

$746,573 

20 

$242,607 

$374,290 

$364,860 

$563,693 

$426,225 

$658,964 

$642,264 

$995,431 

25 

$303,259 

$467,863 

$456,075 

$704,617 

$532,781 

$823,706 

$802,831 

$1,244,288 

30 

$363,910 

$561,435 

$547,290 

$845,540 

$639,338 

$988,447 

$963,397 

$1,493,146 

Note:  0  =depreciation  rate ;  Cj.  =standard  deviation  of  teacher  quality;  ^  =labor  market  return  to  one  standard  deviation  higher  achievement. 
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Figures 


Figure  1 .  Impact  of  Student  Lifetime  Incomes  by  Class  Size  and  Teacher  Effectiveness 
(Compared  to  Average  Teacher) 
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Figure  2.  Alternative  Estimates  of  How  Removing  Ineffective  Teachers  Affects  Student 
Achievement 
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Figure  3.  Average  Teacher  Salary  by  Degree  and  Experience,  2007 
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Executive  Summary 


Public  school  teachers  in  the  United  States  are  famously  difficult  to  dismiss.  The  reason  is  simple:  after  three  years  on 
the  job,  most  receive  tenure— after  a  brief  and  subjective  evaluation  process  (typically,  a  classroom  visit  or  two  by  an 
administrator  or  another  teacher)  in  which  few  receive  negative  ratings.  Once  tenured,  teachers  are  armored  against 
efforts  to  remove  them,  and  most  do  not  face  any  serious  reevaluation  to  ensure  that  their  skills  stay  up  to  standard. 
With  this  traditional  approach,  tenured  teachers  sometimes  lose  their  positions  for  insubordination,  criminal  conduct, 
gross  neglect,  or  other  reasons — but  almost  never  for  simply  being  bad  at  the  job. 

This  state  of  affairs  protects  teachers  (both  good  and  bad)  quite  well  but  is  clearly  harmful  to  students.  The  effects  of 
a  poor  teacher,  research  has  shown,  haunt  pupils  for  years  afterward.  Being  assigned  to  such  a  teacher  reduces  the 
amount  that  a  student  learns  in  school  and  is  associated  with  lower  earnings  in  adulthood  (in  part  because  having  an 
inadequate  teacher  makes  a  child  more  likely  to  have  an  early  pregnancy  and  less  likely  to  go  to  college).  An  education 
system  that  protects  bad  teachers  does  a  grave  disservice  to  the  children  in  its  care. 

In  recent  years,  some  school  districts  have  experimented  with  changes  in  tenure  rules.  They  seek  the  power  to  remove 
ineffective  teachers  and,  in  some  jurisdictions,  to  reevaluate  teachers  throughout  their  careers. 

A  keystone  of  this  reform  movement  is  the  replacement  of  subjective  evaluation  with  quantifiable  measures  of  each 
teacher's  effectiveness.  The  quantitative  method  is  known  as  value-added  modeling  (VAM),  a  statistical  analysis  of 
student  scores  that  seeks  to  identify  how  much  an  individual  teacher  contributes  to  a  pupil's  progress  over  the  years. 
The  use  of  VAM  in  teacher  evaluations  is  growing,  but  the  method  remains  extremely  controversial.  Critics  often  claim 
that  it  does  not  and  cannot  measure  actual  teacher  quality 

This  paper  addresses  that  claim.  Part  I  analyzes  data  from  Florida  public  schools  to  show  that  a  VAM  score  In  a  teacher's 
third  year  is  a  good  predictor  of  that  teacher's  success  in  his  or  her  fifth  year.  Having  established  that  VAM  is  a  useful 
predictive  tool.  Part  II  of  the  paper  addresses  the  most  effective  ways  that  VAM  can  be  used  in  tenure  reform. 

VAM  is  not  a  perfect  measure  of  teacher  quality  because,  like  any  statistical  test,  it  is  subject  to  random  measurement 
errors.  So  it  should  not  be  regarded  as  the  "magic  bullet"  solution  to  the  problem  of  evaluating  teacher  performance. 
However,  the  method  is  reliable  enough  to  be  part  of  a  sensible  policy  of  tenure  reform — one  that  replaces  "automatic" 
tenure  with  rigorous  evaluation  of  new  candidates  and  periodic  reexamination  of  those  who  have  already  received  tenure. 
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Transforming  Tenure: 
Using  Value-Added 

MODEUNG  TO_!dENTIFY 

Ineffective  Teachers 

Marcus  A.  Winters  INTRODUCTION 

Tenure  and  the  Problem  of  Teacher  Quality 

ad  teachers  substantially  harm  a  child's  prospects.  Studies 
have  found  that  an  ineffective  teacher  can  cost  pupils  as 
much  as  a  grade  level's  worth  of  learning  during  a  single 
school  year.' Further,  bad  teachers — those  who  do  not  make 
any  measurable  contribution  to  their  students'  advancement — make 
students  more  likely  to  have  an  early  pregnancy,  reduce  the  chances 
that  they  will  go  to  college,  and  have  a  negative  impact  years  later  on 
their  pupils'  earnings  as  adults.^  A  wide  body  of  research  has  shown 
that  even  as  teacher  quality  is  a  school's  most  important  driver  of 
achievement,  teacher  quality  varies  a  great  deal  from  classroom  to 
classroom  in  public  schools.^ 

Since  2009,  a  few  school  districts  around  the  nation  have  been  experi- 
menting with  changes  to  business  as  usual,  seeking  ways  to  improve 
the  quality  of  their  teachers.  Though  these  districts  remain  a  small 
minority,  the  reform  effort  has  gathered  steam,  especially  in  the  past 
year.  One  of  its  most  controversial  suggestions  is  the  redefinition — or 
even  elimination — of  tenure  for  public  school  teachers. 

For  years,  teachers'  unions  and  their  supporters  have  described  tenure 
as  a  necessary  bulwark  against  arbitrary  or  discriminatory  termina- 
tion, which  was  a  common  practice  before  tlie  advent  of  modern 
employment  law  and  labor  standards.  But  the  current  tenure  system 
protects  bad  teachers  as  well  as  good  ones.  (Very  few  tenured  teachers 
are  ever  forced  to  leave  the  classroom.)  We  know  that  teachers  vary  in 
quality  and  that  removing  less  competent  teachers  has  the  potential  to 
improve  students'  education.  Therefore,  we  can  be  sure  that  pupils  are 
ill-served  by  a  system  that  ensures  that  bad  teachers  cannot  be  fired. 
As  its  defenders  like  to  point  out,  tenure  ensures  only  that  teachers 
receive  due  process  before  they  are  terminated.  However,  in  most 
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school  systems,  the  required  due  process  is  so  burden- 
some— and  has  so  small  a  chance  of  success — that  in 
practice,  poor  performance  is  rarely  a  firing  offense. 
To  be  rid  of  a  teacher  for  poor  performance,  in  most 
public  school  systems,  an  administrator  must  care- 
fully document  several  proofs  of  incompetence  over 
a  sustained  period  of  time — in  the  form  of  botched 
lesson  plans,  improper  classroom  development,  and 
observed  poor  practice.  These  "proof  points"  are 
inherently  subjective,  and  each  is  contestable  in  the 
hearing  process.  Meanwhile,  measurements  of  actual 
outcomes — how  much  students  have  learned  in  the 
teacher's  classroom — are  rarely  considered.  This  is 
why  poor  classroom  performance  is  so  rarely  cited 
as  a  reason  for  dismissal.  For  instance,  competence 
was  mentioned  in  only  eight  of  the  45  cases  in  which 
tenured  teachers  were  terminated  in  New  York  City  in 
2008  and  2009.  And  six  of  those  eight  included  other 
charges  such  as  insubordination  or  misconduct.^ 

One  might  argue  that  worthy  teachers  with  good  re- 
cords have  earned  some  protection  against  the  effects 
of  a  personal  crisis  or  a  rough  year  in  the  classroom. 
Tenure,  though,  is  not  reserved  for  proven  educators. 
On  the  contrary,  public  school  teachers  are  offered 
lifetime  tenure  very  early  in  their  careers — usually 
after  three  years — and  the  offer  seldom  has  much  to 
do  with  their  performance.  As  of  2011,  according 
to  a  review  of  tenure  laws  by  the  National  Council 
on  Teacher  Quality  (201 1),  only  eight  states  require 
that  performance  of  a  teacher's  students  be  central  to 
deciding  whether  to  award  a  teacher  tenure.  That  ac- 
tually represents  considerable  progress,  since  in  2009 
the  NCTQ  found  that  not  a  single  state  awarded 
tenure  primarily  based  on  effectiveness.  Moreover, 
in  most  American  public  schools,  that  early-career 
tenure  decision  is  often  the  only  systematic  examina- 
tion of  a  teachers  worth.  Tenured  teachers  are  rarely 
reexamined  to  ensure  that  their  skills  are  maintained. 

Why  are  measurements  of  effectiveness  given  so  little 

weight  in  tenure  processes?  The  simple  answer  is  that, 
until  recently,  such  measures  did  not  exist.  Tenure 
rules  were  written  when  performance  was  evaluated 
entirely  on  the  basis  of  a  classroom  visit  or  two  by  an 
experienced  observer.  School  systems  simply  lacked 
any  objective  measure  of  the  teachers  contribution 


to  student  learning.  Today,  better  measuring  tools 
exist,  but  the  rules  remain  as  written.  When  tenure 
is  decided,  nearly  all  the  teachers  in  a  typical  school 
system  receive  a  satisfectoiy  or  higher  i-ating.' 

School  systems  need  a  better  approach  to  tenure. 
Job  protection,  if  it  is  to  be  offered  at  all,  should  be 
restricted  to  the  best  teachers.  And  policies  should 
permit  reevaluations,  lest  once- worthy  teachers  be  pro- 
tected long  after  their  performance  has  faltered.  Most 
important,  tenure  should  be  related  to  meaningful 
and  objective  measurements  of  teaching  effectiveness. 

On  this  last  point,  modern  statistical  tools  present 
a  promising  avenue  for  reform.  These  measures, 
used  in  tandem  with  traditional  subjective  measures 
of  teacher  quality,  could  help  administrators  make 
better-informed  decisions  about  which  teachers 
should  receive  tenure  and  which  should  be  denied 
it.  Statistical  evaluations  can  also  be  used  to  identify 
experienced  teachers  who  are  performing  poorly,  with 
an  objectivity  that  reduces  the  risk  of  a  teacher  being 
persecuted  by  an  administrator. 

To  those  dissatisfied  with  the  status  quo,  one  tech- 
nique in  particular  seems  to  offer  a  good  basis  for 
reform,  and  it  has  been  implemented  in  many  recent 
attempts  to  change  tenure  rules  in  order  to  improve 
teacher  quality.  It  is  the  method  known  as  value-add- 
ed modeUng  (VAM).  VAM  uses  a  complex  statistical 
procedure  to  determine  each  teacher's  independent 
contribution  to  improvement  in  his  or  her  students' 
test  scores. 

Many  school  systems  across  the  nation  have  recently 
used,  or  are  currently  considering  using,  VAM  as- 
sessments when  making  employment  decisions. 
For  instance,  under  new  laws  passed  in  Colorado  in 
2010,  Tennessee  in  2011,  and  just  recently  in  New 
Jersey,  teachers  in  those  states  will  lose  their  tenure  if 
they  receive  below-satisfactory  performance  ratings 
in  two  consecutive  years.  Those  ratings  are  based,  in 
part,  on  VAM. 

Some  worry  that  because  VAM  is  an  imperfect  mea- 
sure of  classroom  effectiveness,  it  will  incorrectly  deny 
tenure  protections  to  some  effective  teachers — or 
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even  cause  good  teachers  to  lose  their  jobs.  If  so, 
VAM's  negative  impact  might  cancel  out  its  benefits 
and  result  in  no  net  improvement  in  the  quality  of 
a  school  districts  teaching  staff.  After  all,  research 
shows  that  VAM  is  an  imprecise  measure  of  a  teacher  s 
true  performance.* 

For  this  report,  I  test  the  premise  that  a  teacher's  VAM 
score  can  help  predict  his  or  her  future  performance. 
I  use  data  from  Florida  to  replicate  recent  analyses 
by  two  scholars,  Dan  Goldhaber  and  Michael  Han- 
sen (2010),  who  used  data  from  North  Carolina. 
Consistent  with  their  research,  my  results  show 
that  pre-tenure  VAM  scores  are  significantly  related 
to  student  test-score  performance  in  the  teacher's 
classroom  in  later  years.  These  results  indicate  that 
VAM  often  contains  meaningful  information  about 
a  teacher's  future  effectiveness,  which  can  usefully 
inform  employment  decisions. 

Obviously,  the  potential  effects  of  any  VAM-based 
tenure-reform  policy  would  depend  upon  its  design. 
Accordingly,  the  second  part  of  this  report  looks  at  the 
number  and  type  of  teachers  who  would  have  been 
removed  from  the  classroom  ("deselected")  rather 
than  tenured  under  different  sorts  of  VAM-based 
policies,  had  those  policies  been  in  place  in  Florida 
when  the  data  were  collected.  These  comparisons 
show  that  the  effects  of  such  policies  on  teacher  qual- 
ity will  depend  on  the  standard  that  a  teacher  must 
meet  to  receive  a  satisfactory  rating  and  on  whether 
a  teacher  can  lose  tenure  after  it  has  been  granted. 
These  design  issues,  though  important,  should  not 
obscure  the  fundamental  point:  VAM-based  tenure 
policies  hold  considerable  promise  for  removing 
consistently  ineffective  teachers  and  thus  improving 
teacher  quality  throughout  the  public  school  system. 

Before  considering  the  method  and  results  from 
this  report,  it  is  worth  emphasizing  that  though  the 
analysis  here  focuses  only  on  the  influence  of  VAM 
on  teacher  tenure  decisions,  real-world  policies  will 
quite  sensibly  use  VAM  as  only  one  measure  of  effec- 
tiveness when  rating  teachers.  Therefore,  this  report 
has  put  VAM-based  tenure  policies  to  a  hard  test:  by 
evaluating  the  effect  of  using  VAM  alone  to  identify 
and  remove  ineffective  teachers,  it  has  placed  more 


reliance  on  VAM  than  a  real  district  would.  That  the 
VAM  approach  passes  this  test  is  a  striking  indication 
of  its  usefulness. 

It  is  important  to  recall  that  this  analysis  was  created 
to  test  the  ability  of  VAM  to  identify  low-performing 
teachers  under  the  structure  of  the  current  system. 
That  is,  the  analysis  assumes  that  teachers  and  school 
systems  will  not  respond  to  the  new  rules  by  changing 
their  other  behaviors.  This  is  unlikely  to  be  the  case  in 
any  real-world  application  of  tenure  reform.  Instead, 
teachers  could  reasonably  be  expected  to  respond  to  a 
reformed  tenure  system  in  several  ways.  The  reformed 
system  might,  for  example,  attract  a  different  sort  of 
candidate.  Further,  teachers  could  respond  to  the  new 
possibilities — not  receiving  tenure  or  being  removed 
from  the  classroom — ^in  ways  that  are  good  for  stu- 
dents (by  increasing  their  effort  level),  or  that  have 
unpredictable  effects  (changing  their  teaching  style), 
or  that  could  have  negative  effects  (emphasizing  only 
testable  material  in  the  classroom). 

Additional  theoretical  and  empirical  research  is 
needed  to  map  the  real-world  effects  of  incorporating 
VAM-based  measures  of  teacher  quality  into  employ- 
ment decisions.  However,  understanding  the  ability 
of  VAM  to  predict  future  performance  and  the  type 
of  teacher  identified  as  ineffective  by  a  VAM-based 
system  is  an  essential  first  step. 

Balancing  the  Needs  of  Teachers  and  Pupils 

Though  VAM  is  a  powerful  technique,  it  is  undoubt- 
edly an  imperfect  measure  of  a  teacher's  effecdveness. 
VAM  is  limited  partly  because  it  considers  student 
performance  only  as  measured  by  standardized  tests, 
which  are  themselves  imperfect  measures  of  student 
achievement  and  account  for  only  part  of  what  school 
systems  ask  teachers  to  do.  But  even  as  a  measure  of 
the  teacher's  contribution  to  student  test  scores,  VAM 
has  potentially  serious  limitations. 

Critics  of  VAM  analysis  rightly  point  out  that,  as  a 
statistical  tool,  VAM  must  contend  with  measure- 
ment erroi' — the  inevitable  fact  that  measurements 
of  the  same  thing,  taken  at  different  times,  will  vary, 
and  some  of  this  variation  will  be  essentially  random. 
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VAM-based  measures  of  teacher  performance  can 
be  quite  imprecise.  When  VAM  is  used  to  inform 
tenure  decisions,  it  is  hkely  that  some  average  and 
even  above-average  teachers  could  be  removed  from 
the  classroom  because  of  a  low  VAM  score  caused 
by  random  variation  in  measurement  over  the  years, 
rather  than  their  own  failures.  The  influence  of 
measurement  error  can  be  mitigated  by  statistical 
adjustments  and  by  incorporating  multiple  years  of 
student  performance  when  evaluating  any  particular 
teacher.  But  measurement  error  cannot  be  eliminated. 

From  the  perspective  of  teachers  (and  their  unions), 
the  collateral  damage  of  even  a  single  teacher  losing 
tenure  from  an  inaccurately  low  VAM  score  is  unac- 
ceptable. However,  the  issue  is  not  as  cut-and-dried 
from  the  perspective  of  the  student.  A  tenure-reform 
policy  based  on  VAM  will  be  an  improvement  for  stu- 
dents if  it  removes  enough  low-performing  teachers 
to  improve  overall  teacher  quality  in  a  school  district. 
If  student  achievement  is  our  most  pressing  concern, 
we  need  to  consider  the  possible  consequences  of 
VAM-based  policies  on  whole  districts,  even  as  we  ac- 
knowledge the  potential  for  error  in  individual  cases. 

No  evaluation  system  creates  a  perfect  measure  of 
an  employee's  productivity.  VAM,  then,  should  not 
be  judged  against  a  nonexistent  ideal  but  rather 
evaluated  for  its  potential  to  improve  on  the  current 
systems  ability  to  predict  future  performance.  In 
the  analyses  that  follow,  this  was  my  goal:  to  assess 
whether  a  tenure  policy  based  on  VAM  would  tend 
to  improve  a  school  districts  overall  teacher  quality. 


VAM  provides  rehable  information  about  a  teacher  s 
future  performance. 

The  analyses  use  detailed  data  about  Florida  stu- 
dents' performance  on  the  state's  annual  high-stakes 
math  and  reading  exams,  the  Florida  Comprehen- 
sive Assessment  Test  (FCAT)  in  the  spring  semesters 
from  2002  through  2009.^  Though  individuals  are 
not  identified  by  name,  the  data  set  permits  the 
analyst  to  follow  the  performance  of  each  student 
over  time.  It  also  includes  identifying  variables  for 
each  teacher  and  a  variable  used  to  match  students 
to  teachers  in  classrooms. 

My  analyses  only  include  students  in  the  fourth  and 
fifth  grades.  In  later  grades,  students  change  teachers 
for  each  subject,  making  the  assessment  of  teacher 
impact  lar  more  difficult.  Further,  testing  in  Florida 
begins  in  the  third  grade,  and  the  analysis  requires 
a  baseline  achievement  score  for  the  year  before  the 
study  period.  Therefore,  grades  before  fourth  aie  not 
available  for  this  method. 

I  used  student  reading  scores  to  create  a  simple 
value-added  model  by  grade  and  year  (a  later  check 
showed  that  results  would  be  similar  had  I  used  math 
scores).  The  model  accounted  for  the  impact  on  test 
scores  of  such  observed  student  characteristics  as 
race/ethnicity,  gender,  and  socioeconomic  status  (as 
measured  by  whether  the  children  were  eligible  for 
free  or  reduced-priced  lunches).  After  controlling  for 
these  and  other  variables,  I  was  able  to  arrive  at  the 
estimated  contribution  of  individual  teachers  to  their 
students'  test  scores.^ 


PART  1:  VAM  IS  A  RELIABLE  PREDICTOR 
OF  FUTURE  PERFORMANCE 

ollowing  Goldhaber  and  Hansen's  work  from 
North  Carolina,  my  primary  analysis  uses 
a  simple  value-added  model  to  estimate  a 
teacher's  contribution  to  student  test  scores  during 
the  first  two  years  in  the  classroom.  I  then  evaluate  the 
relationship  between  this  measure  and  the  achieve- 
ment of  students  in  the  teacher's  classroom  during 
his  or  her  fifth  year.  If  the  previous  VAM  measure 
of  teacher  quality  is  a  significant  predictor  of  the 
teacher's  later  achievement,  we  can  conclude  that 


With  a  measure  of  teacher  impact  in  place  for  each 
student,  I  could  then  look  at  the  data  at  the  teacher 
level  to  develop  a  rolUng  measure  of  each  teacher's 
quality  over  the  years.  As  we  have  mentioned,  most 
school  systems  offer  tenure  after  three  years  in  the 
classroom.  Therefore,  I  calculated  each  teacher's 
average  VAM  score  during  his  or  her  first  three  years 
in  the  classroom. 

Finally,  I  took  the  measure  of  each  teacher's  average 
value-added  score  during  his  or  her  first  three  years 
back  to  the  student-year  data  set.  I  used  the  VAM 
from  those  first  three  years  to  help  predict  each 
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teacher's  students'  achievement  in  the  teacher's  fifth 
year  (the  2007-08  school  year).  What  I  was  looking 
for  was  a  significant  and  meaningful  relationship  be- 
tween pre- tenure  YA.M  score  and  the  performance  of 
students  in  the  teacher's  future  classroom  years  later. 

Relationship  Between  Pre-Tenure  VAiVl  and 
Later  Student  Performance 

The  results  of  the  analysis  are  reported  in  Table  1. 
The  first  column  reports  the  results  from  a  regression 
analysis  (a  statistical  method  for  showing  the  relation- 
ship among  several  variables)  in  which  I  mapped 
the  relationship  between  student  achievement  and 
a  teacher's  having  a  master's  degree.  (The  master's  is 
often  used  as  a  proxy  for  skill  and  commitment  in 
current  evaluation  systems.)  Consistent  with  previ- 
ous research,  I  find  no  relationship  between  a  teacher 
having  a  master's  degree  and  student  outcomes. 

The  second  column  reports  the  results  of  a  regres- 
sion analyzing  the  relationship  between  the  teacher's 
average  VAM  score  during  the  first  three  years  in 
the  classroom  and  the  performance  of  that  teacher's 
students  during  his  or  her  fifth  year  in  the  classroom. 
The  result  shows  a  statistically  significant  and  sub- 
stantial relationship  between  the  teacher's  pre-tenure 
average  VAM  score  and  achievement  in  that  teacher's 
classroom  several  years  later.  The  third  column  shows 
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Tabic  I:  Results 


Masters  Degree 


Average  Pre-Tenure  VAM 


Model  1      Model  2 
0.136 
[0.103] 

0.628*** 
[0.0569] 


Model  3 
0.115 
[0.0906] 
0.626*** 
[0.0565] 
***  Significant  at  1  %  level 

Each  column  in  the  table  represents  the  results  of  an  independent 
regression.  Three  models  are  presented  in  order  to  illustrate 
the  effect  of  controlling  for  possession  of  a  master's  degree  or 
pre-tenure  value  added  on  the  relationships.  Dependent  variable 
in  all  models  is  the  student's  reading  test  score  in  the  spring  of 
2008-09.  Model  1  considers  the  relationship  between  student 
achievement  and  whether  a  teacher  has  a  Master's  degree;  Model 

2  considers  the  relationship  betvi/een  student  achievement  and 
the  teacher^  average  pre-tenure  value-added  score;  and  Model 

3  Includes  both  Master^  degree  and  average  pre-tenure  score. 
Independent  variables  of  interest  listed  by  rem.  Models  also 
control  for  observed  student  characteristics  and  prior  student  test 
score.  Standard  errors  clustered  by  school  reported  in  the  brackets. 


that  a  control  for  whether  the  teacher  has  a  master's 
degree  has  no  meaningful  influence  on  the  finding. 

Results  reported  in  Table  1  demonstrate  that  the 
value-added  assessment  of  the  teacher's  effectiveness 
prior  to  the  tenure  decision  is  a  significant  predic- 
tor of  the  teacher's  later  effectiveness.  Thus,  VAM 
measures  early  in  a  teacher's  career  appear  to  be  good 
predictors  of  how  well  a  teacher  will  perform  in  the 
future.  As  mentioned,  this  result  is  consistent  with 
the  previous  findings  of  Goldhaber  and  Hansen, 
who  used  data  from  North  Carolina;  it  is  important 
to  note  that  data  from  another  state's  school  system, 
based  on  data  from  a  different  standardized  test,  show 
the  same  relationship  between  early-career  VAM 
scores  and  later  student  success. 


PART  II:  COMPARING  THE  EFFECTS  OF 
DIFFERENT  VAM-BASED  POLICIES 

ccepting  that  VAM  can  help  predict  fiiture 
success  for  teachers,  I  turn  to  the  next  practi- 
,    cal  question  for  school  districts:  How  should 
VAM  be  incorporated  into  tenure  poUcy.' 

Policymakers  must  first  consider  the  level  of  per- 
formance that  a  teacher  has  to  meet  to  avoid  an 
ineffective  rating.  This  bar  must  not  be  set  too  low, 
or  the  VAM  will  have  little  impact  on  quality.  For 
instance,  a  VAM-based  policy  that  removes  a  large 
school  district's  single  worst  teacher  might  have  a 
substantial  effect  for  the  few  students  who  would 
have  been  assigned  to  that  teacher's  classroom  but 
would  have  an  infinitesimal  effect  on  oveiuU  teacher 
quality  throughout  the  school  system. 

A  second  issue  to  consider  is  whether  a  teacher  who 
receives  tenure  under  a  reformed  system  would  keep 
it  going  forward  (as  is  currently  the  case)  or  whether 
teachers  could  be  continually  reviewed.  If  tenure 
continues  to  be  decided  in  teachers'  third  year  on 
the  job  and  they  experience  no  further  significant 
reviews,  the  impact  of  any  quality-improvement 
effort  will  be  limited  to  teachers  at  the  start  of  their 
careers.  This  means  that  the  policy  might  affect  too 
few  teachers  and  do  nothing  about  older  teachers 
whose  effectiveness  is  feding. 
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Finally,  policymakers  must  consider  how  to  use  mul- 
tiple years  of  VAM  scores  to  assign  tenure  or  identify 
teachers  for  removal.  The  measurement  error  inherent 
in  VAM  analysis,  along  with  other  administrative 
issues,  should  lead  school  systems  to  use  multiyear 
measures  when  making  employment  decisions.  Poli- 
cymakers could  respond  to  this  need  by  comparing 
teacher  performance  using  the  average  VAM  score 
over  a  multiyear  period  or,  as  districts  in  Colorado 
and  Tennessee  have  already  done,  by  removing  teach- 
ers after  they  receive  consecutive  poor  ratings. 

Table  2  reports  the  number  of  students  in  Florida 

who  were  attached  to  teachers  who  would  have  been 
fired  according  to  different  versions  of  a  VAM-based 
policy:  first,  one  that  removes  a  teacher  who  has 
received  a  poor  rating  based  on  the  previous  three 
years'  performance;  second,  a  policy  that  removes 
teachers  only  after  they  have  demonstrated  below- 
standard  performance  during  their  first  three  years 
in  the  classroom;  and  third,  a  policy  that  removes 
teachers  who  perform  below  a  particular  standard 
during  consecutive  years. 

The  table  shows  that  different  versions  of  a  tenure- 
reform  policy  would  benefit  different  numbers  of 
students.  As  would  be  expected,  policies  that  simply 
raise  the  VAM  score  considered  acceptable  will  affect 
a  greater  number  of  teachers,  and  thus  students.  Simi- 
larly, the  most  impactful  policy  is  one  that  affects  all 
teachers,  regardless  of  whether  they  have  previously 
been  granted  tenure. 

The  table  also  shows  that  the  most  conservative 
policy — that  is,  the  pohcy  that  leads  to  the  fewest 
teacher  removals — removes  teachers  based  on  con- 
secutive bad  ratings  rather  than  their  average  rating 
relative  to  other  teachers  during  a  multiyear  period. 
That  result  occurs  because  under  a  system  based  on 


consecutive  poor  ratings,  teachers  who  earned  a  single 
low  rating — perhaps  because  of  random  error — have 
the  opportunity  to  "correct"  the  result  by  meeting 
the  standard  the  next  year.  On  the  other  hand,  a 
policy  that  removes  all  teachers  whose  average  score  is 
below  a  particular  percentile  will  always  remove  that 
percentage  of  teachers.  By  definition,  a  policy  that 
removes  teachers  whose  average  VAM  is  below  the 
fifth  percentile  of  all  average  VAM  scores  during  that 
period  will  remove  5  percent  of  the  teachers,  while 
a  policy  that  removes  teachers  if  they  consecutively 
score  below  the  fifth  percentile  will  keep  a  teacher 
who  scores  in  the  third  percentile  during  one  year 
and  the  seventh  percentile  the  next. 

The  effect  of  a  tenure-reform  policy  on  overall  teacher 

quality  in  the  school  system  depends  both  on  the 
number  and  quality  of  teachers  denied  tenure  under 
such  a  policy.  Figures  1  through  9  compare  the  distri- 
bution of  the  2008-09  VAM  scores  of  teachers  who 
would  have  been  deselected  at  the  end  of  the  2007-08 
school  year,  according  to  these  different  systems,  with 
those  of  teachers  who  would  have  avoided  removal. 

Though  each  figure  represents  a  different  policy,  all 
show  that  teachers  who  would  have  been  fired  in 
2008-09  were  less  effective  than  teachers  who  would 
have  survived  review.  However,  the  figures  illustrate 
that  some  teachers  who  were  observed  to  be  perform- 
ing at  or  above  the  mean  in  2008—09  would  have  been 
fired  according  to  any  version  of  tenure  reform.  The 
risk — of  firing  teachers  whose  later  performance  is 
above  average — increases  as  the  standard  for  failure  is 
set  higher.  For  example,  a  policy  that  removes  teachers 
performing  below  the  25th  percentile  sets  a  higher 
standard  than  a  policy  that  removes  those  scoring 
below  the  fifth  percentile.  But  that  policy  is  more 
likely  to  remove  teachers  whose  later  effectiveness 
would  prove  to  be  well  above  average. 


Table  2:  VAM-Based  Teacher  Firine 

Percentile 

Remove  if  Average  3  Year  Below  Xth  Percentile 
Only  Fourth  Year  Teachers  Subjected  to  Potential  Deselection 
Remove  if  Receive  2  Consecutive  VAM  Scores  Below  Xth  Percentile 


5th 

10th 

25th 

3,651 

7,804 

20,580 

2,539 

4,999 

12,635 

580 

1,685 

9,457 
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The  figures  also  enable  us  to  compare  the  later 
performance  of  teachers  who  would  have  been  de- 
selected according  to  different  policy  styles.  As  was 
done  in  Table  2,  we  consider  the  quality  of  teachers 
deselected  according  to  a  policy  that:  a)  removes  any 
teacher  whose  average  VAM  score  over  a  three-year 
period  was  below  the  Xth  percentile;  b)  removes 
only  entering  fourth-year  teachers  whose  average 
VAM  score  over  their  first  three  years  was  below  the 
Xth  percentile  among  all  teachers;  or  c)  removes  any 
teacher  with  a  VAM  score  below  the  Xth  percentile 
among  all  teachers  for  consecutive  years. 

The  figures  illustrate  that  the  most  conservative 
policy  design — that  is,  the  policy  least  likely  to 
remove  teachers  who  later  perform  well  in  the  class- 
room— removes  those  teachers  who  score  below  the 
Xth  percentile  during  consecutive  years.  As  Table  2 
illustrates,  this  is  the  policy  design  that  removes  the 
smallest  number  of  teachers.  On  the  other  hand,  a 
policy  that  removes  any  teacher  whose  average  VAM 
score  over  a  three-year  period  is  below  the  Xth  per- 
centile will  tend  to  remove  more  teachers  who  would 
later  demonstrate  themselves  to  be  effective,  though 
even  this  policy  will  tend  to  remove  more  ineffective 
teachers  than  effective  ones. 

CONCLUSION 

ike  previous  research  found  in  North  Carolina, 
'      my  analysis  of  Florida  data  found  that  pre- 

tenure  VAM  scores  often  provide  information 
about  a  teacher's  future  quality.  Thus,  VAM  analysis 
can  help  replace  "automatic"  tenure  with  employ- 
ment decisions  based  on  reliable  evaluations.  It  can 
be  part  of  tenure  reform  and  thus  can  contribute  to 
improving  public  education  in  the  United  States. 

But  which  tenure-reform  policies  would  make  best 
use  of  this  technique?  I  addressed  this  question  by 
pinpointing  the  teachers  in  the  Florida  data  who 
would  have  been  removed  from  the  classroom  ac- 
cording to  several  different  types  of  policies  and 
performance  standards.  I  found  that  any  VAM-based 
policy  would  have  removed  teachers  who,  on  average, 
performed  worse  than  their  peers  later  in  their  careers. 


However,  different  versions  of  VAM-based  policies 
proved  to  have  different  consequences.  Specifically, 
certain  versions  increased  the  risk  that  effective  teach- 
ers (as  measured  by  VAM)  would  be  removed.  For 
example,  a  policy  could  target  teachers  for  removal 
if  they  have  two  or  more  periods  of  consecutive  poor 
performance.  Alternately,  the  policy  could  simply 
score  teachers  on  an  average  of  their  performance 
ratings  for  a  given  number  of  years.  I  found  that  the 
latter  policy  was  more  likely  than  the  former  to  result 
in  the  removal  of  effective  teachers  (teachers  who, 
despite  a  "bad  patch"  in  the  records,  would  prove  to 
be  effective  later).  Another  way  to  increase  this  risk  of 
"false  positives,"  I  found,  was  to  set  the  performance 
bar  high.  Such  policies,  applied  to  the  Florida  data, 
would  also  have  resulted  in  the  removal  of  teachers 
who  would  later  demonstrate  effective  performance. 

These  results  tell  tenure  reformers  that  they  should 
consider  the  number  and  type  of  teachers  likely  to 
be  denied  tenure  or  removed  from  the  classroom 
under  their  proposed  policies.  This  will  help  them 
design  policies  that  balance  the  interests  of  students  in 
need  of  great  teachers  and  the  legitimate  interests  of 
teachers  concerned  that  they  will  be  inappropriately 
removed  from  the  classroom  because  of  a  randomly 
low  VAM  score. 

The  need  for  well-designed  policies  should  not  ob- 
scure the  finding  that  public  schools  can  indeed  use 
VAM  to  help  identify  teachers  for  tenure  or  removal. 
Instead,  these  results  underscore  the  importance  of 
blending  VAM  with  sound  policies.  This  report  does 
not  argue  that  VAM  should  be  used  in  isolation  to 
evaluate  teachers  for  tenure  or  to  make  any  other 
employment  decisions.  VAM,  as  we  have  seen,  is  sub- 
ject to  random  measurement  errors,  and  so  must  be 
combined  with  other  methods  of  teacher  evaluation. 

The  lesson  of  this  report  and  of  other  research  is  that 
VAM  can  be  a  useful  piece  of  a  comprehensive  evalu- 
ation system.  Claims  that  it  is  unreliable  should  be 
rejected.  VAM,  when  combined  with  other  evaluadon 
methods  and  well-designed  policies,  can  and  should 
be  part  of  a  reformed  system  that  improves  teacher 
quality  and  thus  gives  America's  public  school  pupils 
a  better  start  in  life. 
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Endnotes 

'E.g.,  Hanushek  (1 992)  finds  that  students  assigned  to  a  teacher  whose  students  have  results  in  the  75th  percentile  (i.e., 
whose  scores  are  better  than  three-quarters  of  their  fellow  pupils')  will  test  one  year  and  a  half  ahead  of  where  they 
started  when  the  school  year  is  over.  Students  with  teachers  in  the  25th  percentile,  on  the  other  hand,  end  up  with 
scores  that  are  only  a  half-year  better  than  their  starting  point. 

^  Chetty,  Friedman,  and  Rockoff  (201 1). 

3  See  Hanushek  and  Rivkin  (2010). 

"  E-mail  correspondence  with  the  Department  of  Education. 

^  Weisberg,  Sexton,  Mulhern,  and  Keeling  (2009). 

^  See,  e.g.,  McCaffrey,  Sass,  Lockwood,  and  Mihaly  (2009). 

'  The  analyses  use  a  rich  student-level  panel  data  set  acquired  from  the  Florida  K-20  data  warehouse. 

"  Consistent  with  previous  research,  I  adjust  the  teacher  effects  according  to  the  empirical  Bayes  estimator. 
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Appendix 


Figure 


Deselect  if  Average  3  yr  VAM  Below  5th  Percentile 
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Figure  2 

Deselect  if  Average  3  yr  VAM  Below  1 0th  Percentile 
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Figure  3 

Deselect  if  Average  3  yrVAM  Below  25th  Percentile 
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Figure  4 

Deselect  if  Consecutive  VAM  Below  5th  Percentile 
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Figure  5 

Deselect  if  Consecutive  VAIVI  Below  5th  Percentile 
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Figure  6 

Deselect  if  Consecutive  VAIVI  Below  5th  Percentile 
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Figure  7 

Deselect  if  Average  3  yr  VAM  Below  5th  Percentile  -  Only  4th  Year 
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Deselect  If  Consecutive  VAM  Below/  10th  Percentile  -  Only  4th  Year 
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Figure  9 

Deselect  If  Consecutive  VAM  Below  25th  Percentile  -  Only  4th  Year 
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Teacher  Deselection 

EricA.HanusI 


The  national  educational  challenge  was  most  forcefully  articulat 
by  the  nation's  governors  in  1989.  As  they  met  in  Charlottesville, 
Virginia,  they  felt  the  need  of  the  nation  to  improve  the  performance  of 
students — a  heed  articulated  a  half  decade  previously  in  A  Nation  at  Risk 
(National  Commission  on  Excellence  in  Education  1983).  And  they 
declared  that  the  United  States  should  be  first  in  the  world  in  mathe- 
matics and  science  by  the  turn  of  the  century  (National  Education 
Goals  Panel  1991),  The  problem  was  that  we  had  no  experience  to 
draw  upon  that  would  indicate  how  this  could  be  done.  In  the  inter- 
vening two  decades  we  have  come  to  recognize  that  improving  teacher 
effectiveness  is  perhaps  the  only  viable  way  to  accomplish  the  gover- 
nors' goals,  but  even  there  the  policies  and  mechanisms  are  far  from 
obvious. 

This  discussion  provides  a  quantitative  statement  of  one  approach  to 
achieving  the  governors'  (and  the  nation's)  goals — teacher  deselection. 
Specifically,  how  hnich  progress  in  student  achievement  could  be 
accomplished  by  instituting  a  program  of  removing,  or  deselecting,  the 
least-effective  teachers?  A  variety  of  policies  for  hiring  and  retraining 
teachers  have  been  proposed,  but  they  have  not  been  very  successful  in 
the  aggregate,  as  student  performance  has  not  iniproved.  At  the  same 
time,  it  is  widely  recognized  that  some  teachers  do  a  very  poor  job,  and 
few  people  believe  that  the  worst  teachers  can  be  transformed  into  good 
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teachers.  What  would  happen  if  we  simply  adopted  policies  of  systemat- 
ically  removing  the  most  ineffective  teachers? 

Motivation 

At  the  tune  of  A  Notion  iH  Risk,  the  United  States  was  nol  performing  veiy 

well  on  international  tests,  but  its  school  attainment  far  exceeded  that  in 
other  countries.  I'or  example,  88  percent  of  US.  students  had  finished  high 
school,  but  only  72  percent  of  similarly  aged  students  in  Organisation  for 
Economic  Co-operalion  and  Development  ((3ECn)  coiiiitiies  had  done 
so.'  Further,  central  features  of  the  U.S.  economic  system — such  as  open- 
ness to  trade,  secure  property  rights  and  a  well-developed  legal  system,  and 
highly  adaptable  labor  and  product  markets — livsulated  the  economy  from 
any  flaws  in  the  development  of  its  labor  force. 

The  World  has  changed  dramalically  since  then.  Other  countries, 
intent  on  emulating  the  successes  of  the  U.S.  economy,  have  dramatically 
increased  the  school  attainment  of  their  populations.  Figure  8.1  shows 
the  expected  school  attainment  in  2003.  The  United  States  falls  notice- 
ably below  the  average  of  17.3  years  for  OEGD  countries,  a  remarkable 
shift  in  two  decades.  On  other  fronts,  competitors  have  dso  been  mov- 
ing rapidly  to  improve  their  economic  conditions  to  match  those  of  the 
United  States.  As  a  result,  other  nations  are  currently  much  more  com- 
petitive than  at  the  time  of  A  Nation  at  Risk — when  the  nation  was  told 
in  unequivocal  terms  that  the  education  system  was  not  preparing  our 
students  to  be  competitive  in  the  world. 

The  1989  governors'  meeting  called  for  moving  U.S.  students  up  to 
the  top  of  inteinatipnal  rankings.  But  they  did  not  attempt  to  describe 
what  that  would  Jiiean  for  the  United  States  economy.  We  are  now  able 
to  do  that. 

Start  by  considering  how  far  behind  the  leader  countries  U.S.  students 
are.  "Figure  8.2  shows  the  ranking  of  countries  based  on  average  mathe- 
matics score  on  the  Program  for  hitei  national  Student  Assessment  ( PISA) 
tests  in  2003,-  U.S.  students  perform  significantly  below  the  OECD  aver- 
age. The  top  scorer  on  this  assessment,  Hong  Kong,  is  two-thirds  of  a 
standard  deviation  (sd)  ahead  of  the  average  U.S.  student. 

An  improvement  of  0.5  sd  would  move  U.S.  students  close  to  the 
top — roughly  where  Canadian  students  fall  and  slightly  behind  such 
countries  as  Japan  and  the  Netherlands. 
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Figure  8.1.  Education  Expectancy,  2003 
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Sweden  (20 1).  United  Kingdom  (20.4) 
Iceland  (19.2),  Belgium  and  Rnland  (19.7) 

Norway  (18,2),  Denmark  (18.3),  Nev/  Zealand  (18.6) 

Germany,  Hungary,  and  Poland  (17.2);  Netherlands  (17.3) 
Spain  (17.0) 

Ireland  and  Switzerland  (16.7);  France,  Italy,  and  United  Slates  (16.8);  Por1ugal.(16,9) 
Austria  (16.1),  Korea  (16.4),  Greece  (16.5),  Czech  Republic  (16.6) 
Slovak  Republic  (15,3) 

Luxembourg  (14.8) 

Mexico  (13.2) 

Turkey  (12.0) 


Source:  OEGD  (2005).  table  C.  1 .1 . 

Note:  Number  of  years  Includes  all  levels  of  education  from  primary  education  to  adult  life,  under 
current  conditions,  excluding  education  for  cliildren  under  tlie  age  of  5. 

Explanation:  In  Portugal,  a  5-year-old  ctiild  can  expert  to  be  enrolled  during  16.9  years  over  his  or 

her  lifetime. 


What  would  a  0.5  .sd  improvement  mean  for  the  U.S.  economy? 

Recent  analysis  of  how  economic  growth  is  affected  by  having  a  better- 
educated  population  shows  that  the  implications  would  be  dramatic 
(Hanushek  et  al,  2008),  Figure  8.3,  reproduced  from  that  paper,  shows 
how  meeting  the  1989  governors'  pledge  through  improving  student 
performance  by  0.5  sd  (making  U.S.  students  perform  lilce  Canadians) 
would  have  affected  current  and  future  gross  domestic  product  (GDP), 


Figure  8.2,  Mathematics  Performance  on  PISA,  2003 
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Figure  8.3.  Increases  in  GDP  from  Improving  Student  Learning 
by  0.5  Standard  Deviation 


The  governors'  pledge  of  achieving  dramatic  improvements  by  2000 
is  equivalent  to  the  curve  for  a  1.0-year  reform  plan  in  figure  8.3.'  This 
curve  shows  that  by  2015  we  could  have  expected  GDP  to  be  more  than 
4.5  percent  higher  than  will  be  obtained  without  student  improvement. 
(U.S.  student  performance  according  to  die  National  Assessment  of  Edu- 
cational Progress  is  essentially  similar  today  to  what  it  was  at  the  time  of 
the  governors'  summit  meeting.)  ThisaMitioii  to  GDP  is  equivalent  to  the 
proportionate  expemiitiire  for  our  2008  national  spending  levels  on  K-12 
education.  Or,  seen  differently,  GDP  in  2008  was  more  than  $14  trillion; 
that  makes  the  2  percent  increase  in  2008  GDP  predicted  by  the  10-year 
reform  plan  curve  equivalent  to  about  $300  billion. 

If  the  reforms  had  been  begun  at  the  time  of  the  governors'  meeting 
but  had  stretched  out  for  a  longer  period  before  they  obtained  their 
results,  the  improvements  in  GDP  would  take  commensurately  longer 
but  would  still  have  powerful  implications  for  the  U.S.  economy.  For 
example,  a  reform  plan  that  took  30  years  to  bring  students  up  to  the 
level  of  Canada's  students  would  cover  K-12  expenditures  with  the 
added  economic  outcome  by  2024. 

The  final  motivating  element  for  this  chapter  is  that  so  little  was 
accomplished  by  the  policies  that  followed,  the  governors'  meeting  or  the 
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previous  cull  to  action  from  A  Nntinii  lU  Risk.  A  variety  of  approaches 
have  been  pursued  (Peterson  2003).  Tliesc  have  involved  expanding 
resources  in  many  directions,  including  increasing  real  jjer-pupil  spend- 
ing by  fiiore  than  50  percent  since  1983.  Yet  U.S.  performance  has 
remained  unchanged  since  1 970,  when  we  started  obtaining  evidence  from 
the  National  Assessment  of  Educational  Progress  (figure  8.4). 

The  aggregate  picture  is  consistent  with  a  variety  of  other  studies  indi- 
cating that  resources  alone  have  not  yielded  any  systematic  returns  in  stu- 
dent performance  (Hanusliek  2003).  l  lie  character  of  reform  efforts — at 
least  until  recently — can  largely  be  described  as  "same  operations  with 
greater  intensity."  Thus,  pupil-teacher  ratios  and  class  size  have  fallen  dra- 
matically, teacher  experience  has  increased,  and  teacher  graduate  degrees 
have  grown  steadily,  but  these  have  not  translated  into  higher  student 
achievement.  On.  top  of  these  resources,  a  variety  of  programs  have  been 
introduced  with  limited  aggregate  success.  The  experience  of  the  past 
several  decades  vividly  illustrates  tiie  importance  of  true  reform — that  is, 
reform  that  actually  improves  student  achievement. 

The  recent  movement  to  a  standards-  and  accounfability-ba.sed  reform 
may  change  this  picture,  but  the  evidence  is  yet  to  be  clear.  In  any  event, 
the  discussion  below  is  consistent  with  accountability  and  with  the  No 
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Child  Left  Behind  Act  in  the  sense  that  it  describes  a  set  of  teacher  policies 
that  could  lead  to  the  results  sought  under  the  accountability  systems. 

The  implication  of  the  discussion  is  that  improvements  in  student 
outcomes — if  they  occur — would  be  expected  to  have  powerful  effects. 
At  the  same  time,  doing  more  of  the  policies  we  have  been  pursuing  is 
unlikely  to  lead  to  the  performance  improvements  we  seek. 

The  Power  of  Effective  Teachers 

A  first  question— given  the  previous  section — is  whether  or  not  achie\nng 
such  gains  could  be  feasible  with  realistic  reform  strategies.  Recent  research 
suggests  that  it  is  feasible  but  that  it  will  take  redirection  of  efforts. 

One  explanation  for  past  failure  is  simply  that  we  have  not  directed 
sufficient  attention  to  teacher  quality  and  teacher  effectiveness.  Bymany 
accounts,  the  quality  of  teachers  is  the  key  element  to  improving  stu- 
dent performance.  But  the  research  evidence  suggests  that  many  of  the 
policies  that  have  been  pursued  have  not  been  very  productive.  Specif- 
ically, although  the  policies  may  have  led  to  changes  in  measured  aspects 
of  teachers,  they  have  not  improved  the  quality  of  teachers  as  measured 
by  student  performance.'' 

Rivkin,  Hanushek,  and  Kain  (2005)  estimated  differences  in  teacher 
quality  on  an  output  basis.  Specifically,  the  concern  is  identifying  good 
and  bad  teachers  on  the  basis  of  their  performance  in  obtaining  gains  in 
student  achievement.  An  important  element  of  that  work  is  distinguish- 
ing the  effects  of  teachers  from  the  selection  of  schools  by  teachers  and 
students,  and  the  matching  of  teachers  and  students  in  the  classroom. 
In  particular,  highly  motivated  parents  search  out  schools  that  they 
think  are  good,  and  they  attempt  to  place  their  children  in  classrooms 
where  they  think  the  teacher  is  particularly  able  (Hanushek,  Kain,  and 
Rivkin  2004a).  Teachers  follow  a  similar  selection  process  (Hanushek, 
Kain,  and  Rivkin  2004b,  2004c).  Thus,  from  an  analytical  viewpoint, 
it  is  difficult  to  soft  out  the  quality  of  the  teacher  from  the  quality  of 
the  students  in  her  classroom.  The  analysis  of  teacher  performance  in 
Rivkin  and  colleagues  (2005)  goes  to  great  lengths  to  avoid  contamina- 
tion from  any  such  selection  and  matching  of  kids  and  teachers.'  In  the 
end,  that  analysis  estimates  that  the  differences  in  annual  achievement 
growth  between  an  average  and  a  gciod  teaicher  in  math  are  at  least 
0.1 1  sd  of  student  achievemerit* 
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Before  going  on,  it  is  useful  to  put  this  lower-bound  estimate  of  the 
variation  in  quality  into  perspective.  By  this  quality  estimate,  if  a  student 
had  a  good  teacher  as  opposed  to  an  average  teacher  for  foiu'  or  five  years 
in  a  rovy,  the  increased  learning  would  be  sufficient  to  close  entirely  the 
average  gap  between  a  typical  low-income  student  receiving  a  free  or 
reduced-price  luncii  and  the  average  student  w^ho  is  not  receiving  free  or 
reduced-price,  lunches. 

Reasonable  estimates  of  annual  achievement  growth  (which  are  used 
throughout  the  following  calculations)  are  actually  higher  than  this  lower 
bound — specifically,  0.20  to  0.30  sd.  These  larger  estimates  reflect  likely 
differences  in  teacher  quality  among  schools;  the  fact  that  the  similarly 
conservative  estimates  for  reading  as  opposed  to  math  are  0. 1 5  sd  instead 
of  0. 11  sd;  and  a  series  of  other  factors  that  bias  the  previously  discussed 
estimate  downwards  (Rivkin  et  al.  2005). 

The  implications  of  these  dififerences  are  dramatic.  Let  us  consider  the 
impact  of  low-quality,  or  ineffective,  teachers  on  student  achievement.  If 
the  average  ieariiiiig  growth  each  academic  year  is  one  grade-level  equiva- 
lent, the  estimates  of  variations  in  teacher  quality  indicate  that  the  least 
effective  5  percent  of  tpachers  see  gains  that  ai-e  at  best  two-thirds  of  a  grade- 
level  equivalent.  The  bottom  1  percent  of  teachers  achieve  no  more  than 
one-half  of  a  grade-level  equivalent  in  annual  gains,  (These  calculations 
assume  that  1.0  sd  of  teacher  quality — moving  from  the  center  of  the  dis- 
tribution to  tlie  84th  percentile — is  0.20  sd  of  student  achievement;  using  a 
calculation  of  0.30  sd  makes  these  conclusions  even  more  grim.) 

External  validation  of  these  estimates  comes  from  Hanushek  (1992). 
The  calculations  of  the  low  end  of  the  distribution  developed  here  are 
similar  to  the  effects  I  previously  calculated,  butthose  estimates  also  sug- 
gest that  the  most  conservative  estimates  may  be  too  optimistic.  The 
prior  analysis  of  the  range  in  performance  in  Gary,  Indiana,  schools  sug- 
gests that  the  bottom  5  percent  are  no  better  than  one-half  grade-level 
equivalent  in  growth  per  academic  year.  These  direct  estimates  of  teacher 
differences  are  actually  close  to  the  higher  estimates  of  teacher  quality 
(0.30  sd  of  .student  achievement). 

Clearly,  the  students  with  ineffective  teachers  are  harmed.  Students  can 
probably  recover  from  a  single  year  of  having  a  bottom  5  percent  teacher, 
but  a  few  years  might  lead  to  lasting  problems — ones  that  dog  students 
for  a  lifetime. 

Let's  look  at  the  aggregate  impact  of  the  bottommost  teachers.  Fig- 
ure 8.5  plots  the  impact  on  overall  student  learning  of  "deselecting" 
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Figure  8.5.  Alternative  Estimates  of  How  Removing  ineffective  Teacliers 

Affects  Student  Actiievement 
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Source:  Author's  calculations. 


(i.e.,  moving  out  of  ihe  classroom}  varying  proportions  of  ineffective 
teacliers.  As  an  example,  consider  what  would  happen  to  average  student 
performance  if  we  could  eliminate  the  least  elective  5  percent  of  teach- 
ers from  the  distribution.  The  estimates  of  the  impact  of  teachers  on  stu- 
dent achievement  indicate  that  these  students  would  on  average  gain 
0,28-0.42  sd  of  performance. 

These  estimates  of  the  importance  of  teacher  quality  permit  some  cal- 
culations of  what  would  be  required  to  yield  the  reforms  discussed  earlier. 
To  begin  with,  consider  what  magnitude  of  teacher  deselection  might  yield 
an  inipiovcment  in  student  performance  to  the  level  of  Canada  (0.5  sd  of 
student  achiex'ement).  Figure  8.4  shows  that  eliminating  the  least  effective 
6-10  percent  of  teachers  would  bring  student  achievement  up  by  0.5  sd. 

The  estimates  given  here  need  to  be  put  into  the  policy  context.  Con- 
sider a  school  wi  th  30  typical  teachers.  These  estimates  suggest  that  elim- 
inating the  bottom  two  or  three  could  boost  student  achievement  up  to 
the  level  of  Canada's  students. 

This  kind  of  policy  is  very  consistent  with  the  McKinsey  evaluation  of 
the  policies  found  in  high-performing  school  systems  around  the  world 
(Barber  and  Mourshed  2007).  Their  evaluation  suggests  that  the  best 
school  systems  do  not  allow  ineffective  teachers  to  remain  in  the  classroom 


174     (^Tcating  a  New  Teaching  Profession 


for  long/  These  conclusions  are  also  consistent  with  more-local  evidence, 
such  as  that  for  New  York  City,  in  Kane,  Rockpff,  and  Staiger  (2006)  and 
the  related  policy  prescriptions  in  Gordon,  Kane,  and  Slaiger  (2006). 

Policies  of  making  active  decisions  on  retention  and  tenure  are,  of 
course,  alien  to  the  current  school  system.  A  numher  of  states  currently 
have  laws  and  regulations  that  lead  to  tenure  decisions  as  early  as  two  years 
into  a  teacher's  career,  with  the  mode  being  just  three  years  (National 
Association  of  State  Boards  of  Education  1997;  National  Council  on 
Teacher  Quality  2007 ).  On  top  of  that,  tlie  teacher  evaluation  process  as  typ- 
ically seen  Js  very  cursory  (Toch  and  Rbthmari  2008).  Nonetheless,  these 
are  inconsistent  with  providing  a  quality  education  to  all  students,  because 
some  students  must  necessarily  be  relegated  to  these  ineffective,  and  dam- 
aging, teachers. 

The  idea  is  that  policies  be  put  in  place  to  identify  the  most-ineffective 
teachers  and  to  move  them  out  of  the  classroom.  Developing  such  policies, 
negotiating  them  v/ith  teachei-s,  and  implementing  them  in  the  schools 
clearly  take  time.  Thus,  the  reform  paths  in  figure  !).3  sketch  alternative 
time  patterns  for  implementation  that  are  likely  to  be  relevant.  Moreover, 
the  prior  calculations  of  impacts  on  student  performance  assume  that  all 
students  have  the  higher-quality  teachers  for  their  entire  K-12  school 
career.  Thus,  even  if  implemented  immediately,  it  would  take  more 
than  10  years  for  any  cohort  to  go  through  all  schooling  at  the  higher  level. 
On  tlie  other  hand,  as  noted  earlier,  had  these  policies  been  put  in  place  as 
called  for  by  the  governors  in  1989,  we  would  today  be  reaping  the  unmis- 
takable gains  from  the  improved  working  of  our  national  economy.  Had 
we  actually  started  with  effective  reform  in  1983  as  called  for  in  A  Nation  at 
Risk,  the  gains  to  GDP  would  be  sufficient  to  cover  all  of  our  expenditure 
on  K-12  schooling. 

It  should  also  be  noted  that  obtaining  the  gains  from  this  policy  pre- 
sumes that  the  bottom  5  to  LO  percent  of  the  current  distribution  of 
teachers  is  eluninated  peritianently.  To  eliniinate  them  permanently,  it  is 
necessary  either  to  have  a  continuing  deselection  process  or  to  upgrade 
the  overall  level  of  teacher  effectiveness  in  the  future,  hi  particular,  if  hir- 
ing follows  the  current  pattern,  the  new  hires  would  have  the  same  5  to 
10  percent  of  ineffective  teachers,  who  would  have  to  be  deselected  on  an 
ongoing  basis. 

In  the  long  run,  it  would  probably  be  superior,  however,  to  develop  sys- 
tems that  upgrade  the  overall  effectiveness  of  teachers.  The  difficulty  is  that 
past  approaches  have  not  proved  very  successful,  at  least  as  judged  from  stu- 
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dent  outcomes.  A  variety  of  approaches  have  received  widespread 
attention — induction  programs,  mentoring,  professional  development, 
and  the  like — and  iiave  been  the  focus  of  much  policy  interest.  The  interest 
in  them  has  come  suhstantialiy  from  the  fact  that  they  take  current  teach- 
ers and  transform  them  into  a  more  emctive  group.  There  has  been  little 
reason  to  believe  that,  at  least  as  currently  operated,  these  approaches  are 
effective.''  If  they  work,  they  could  ensure  that  the  pool  of  teachers  is 
improved  (and  that  continual  deselectioji  would  not  be  needed).  Tlie  key 
is  "if  they  work." 

The  full  impact  of  setting  up  a  deselection  process  is  difficult  to  pro- 
ject in  the  abstract.  First,  one  might  expect  that  a  policy  (hat  selected  and 
rewarded  teachers  on  ability  would  alter  who  entered  teaching.  While 
more-risk-adverse  people  fnay  shy  away  from  teaching,  a  different  group 
that  wishes  to  be  judged  and  evaluated  by  their  contributions  may  come 
forward  (see  Hpxby  and  Leigh  2004).  Moreover,  there  could  be  efficiency 
gains,  for  example,  through  improved  professional  development.  (For 
more  on  the  potential  of  using  professional  development  to  upgrade  the 
quality  of  the  teacher  workforce,  see  chapter  1 1  .  J  Today,  when  perfor- 
mance is  riot  effectively  evaluated,  teachers  and  principals  give  little 
attention  to  the  usefulness  or  quality  of  any  professional  development 
programs — and  the  result  appears  to  be  little  average  gains  from  the 
existing  professional  development.  But,  if  classroom  effectiveness  mat- 
tered, teachers  might  be  more  engaged  in  selei:ting  and  participating  in 
good  professional  development.  Nonetheless,  these  ramifications  are 
speculative,  since  we  have  little  experience  with  how  the  market  might 
operate  with  the  introduction  of  true  performance  evaluation. 


Cost  Considerations 

Policy  initiatives  on  teacher  deselection  clearly  alter  the  nature  of  the 
teaching  contract.  Today,  few  teachers  are  involuntarily  separated  from 
teaching,  particularly  after  the  probationary  period.  (In  Aict,  some  of  the 
nation's  worst  performers — California  and  the  District  of  Columbia — 
require  decisions  on  tenure  at  the  end  of  a  two-year  probationary 
period,  making  it  very  difficult  to  evaluate  teachers.)  As  a  result,  the 
possibility  of  deselecting  ineffective  teachers  increa.ses  the  risk  of 
eiiiployment  as  a  teacher.  Attempting  to  change  the  quality  of  the 
overall  distribution  may  require  increased  compensation  to  attract 
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new  aiul  more-effeclive  teachers  who  are  also  willing  to  take  the  atiticd 
employment  risk. 

Analyzing  reform  policies  tlireclly  by  cost  is  not  feasible  because  we 
know  very  little  about  ihc  supply  function  for  teacher  quality.  While 
there  has  been  sonie  work  on  the  cost  of  hiring  teachers  with  different 
characteristics  (such  as  experience  or  advanced  degrees),  these  charac- 
teristics do  not  readily  translate  into  teacher  quality  (Hanushek  and 
Rivkin  2004). 

There  are  alternative  vvays  to  consider  the  costs  of  any  policies  aimed 

at  improving  the  teaching  force.  Perhaps  the  simplest  is  to  use  the  prior 
calcukitions  of  the  benefits  to  provide  an  estimate  of  the  upper  bound  on 
the  feasible  expenditure  for  new  policies  (based  on  the  simple  idea  that 
costs  must  be  less  than  benefits  in  order  for  the  policy  to  be  efficient). 

Much  of  the  current  discussion  of  teacher  quality  is  centered  on  state- 
ments about  the  overall  level  of  salaries,  it  seenrs  clear  that  teacher  salaries 
have  slipped  relative  to  alternative  earnings  ofcollege-educated  workers, 
particularly  for  women  (Hanushek  and  Rivkin  1997,  2004,  2006).'  For 
various  reasons,  hovvever,  this  does  not  give  much  policy  guidance  for  the 
current  discmsions.  In  simplest  terms,  we  do  not  know  how  teacher  qual- 
ity responds  to  different  levels  of  salaries  (Hanushek  and  Rivkin  2004). 
Moreover,  policies  that  simply  raised  salaries  across  the  board  (even  if 
advanced  as  a  way  to  increase  the  attractiveness  of  the  profession)  would 
almost  certainty  slow  any  reform  adjustments,  because  they  would  lower 
teacher  turnover  and  make  it  more  difficult  to  improve  quality  through 
new  hiring. 

Nonetheless,  the  aggregate  growth  numbers  suggest  that  the  annual 
growth  dividend  from  an  effective  reform  plan  would  cover  most  con- 
ceivable program  costs  over  a  relatively  short  period.  Figure  8.3  shows 
an  increase  in  GDP  from  improved  student  performance  with  varying 
implementation  periods.  Consider  what  real  reform  does.  The  "Cana- 
dian" improvement  plan  previously  described  that  reached  its  goal  in 
20  years  would  already  yield  GDP  thai  was  1.6  percent  higher  at  the  end 
of  (he  20-year  implementation  period.  In  other  words,  a  20-year  reform 
plan  begun  in  2010  would  yield  this  higher  1.6  percent  level  of  GDP  in 
2030.  In  the  U.S.  economy  in  2005,  1.6  percent  amounted  to  S200  bil- 
lion. That  year,  total  spending  on  instructional  .salaries  and  benefits  was 
just  $233  billion  (Snyder,  Dillow,  and  Hoffman  2008,  table  169).  hi  other 
words,  ihe  increased  GDP  through  improvetl  student  achievement 
would  almost  immediately  cover  current  teacher  .salaries  and  benefits 
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tully — suggesting  considerable  room  to  pay  tor  better  teachers  and  to 
compensate  for  the  higher  risk  of  entering  teaching. 

Tlic  conclusion  of  the  cost  considerations  is  simple.  The  benefits  from 
quality  improvements  are  very  large.  Thus,  they  can  support  large  and 
expansive  incentive  programs  // tlic  prognuns  work.  U.S.  schools  have,  in 
fact,  expanded  in  a  variety  ot\vays  over  the  past  four  decades — real  expen- 
ditures per  pupil  in  2000  are  more  than  three  times  those  in  1960.  It  is  just 
that  these  past  programs  have  not  led  to  signilicant  improvements  in  stu- 
dent performance,  I'ut  another  way,  the  benefits  do  not  justify  all  types  of 
expenditure.  They  do  justify  many  conceivable  programs  if  they  can  be 
shown  to  be  effective. 

Conclusion 

Many  discussions  of  teacher  policies  concentrate  almost  entirely  on 
upgrading  the  effectiveness  of  current  teachers.  This  involves  special 
induction  programs,  mentoring,  ongoing  professional  development, 
and  the  like.  Past  approaches  have  not  proved  to  be  generally  effective. 
Good  programs  have  been  difficult  to  implement  on  a  broad  scales  as 
seen  through  the  results  in  student  achievement. 

This  analysis  points  to  the  large  cost  of  allowing  the  most-ineffective 
teachers  to  remain  in  the  classroom.  The  bottom  end  of  the  teacher  force 
is  harming  students.  Allowing  ineffective  teachers  to  remain  in  the  class- 
room is  dragging  down  the  nation. 

If  the  bottom  end  of  the  teacher  distribution  cannot  be  improved 
through  various  remediation  efforts,  the  alternative  is  more  active  des- 
election policies  that  trim  off  the  least  effective  teachers.  What  stands  out 
froni  aii  analysis  of  the  impact  of  teachers  on  achievement  is  that  rela- 
tively modest  changes  in  the  bottom  end  of  the  distribution  have  enor- 
inous  implications  for  the  nation. 

It  is  unclear  why  we  permit  a  small  group  of  teachers  to  do  such 
large  damage.  The  majority  of  teachers  are  effective.  They  are  able  to 
compete  with  teachers  virtually  anywhere  else  in  the  world.  Yet  these  elfec- 
tivc  teachers  are  lumped  in  with  a  small  group  of  completely  ineffective 
teachers,  who  are  permitted  to  continue  damaging  students'  educational 
experiences. 

The  problem  does  not  seem  to  be  with  identifying  these  ineffective 
teachers.  Some  evidence  shows  that  principals  are  able  to  identify  these 
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bottom  performers. I"  It  is  almost  certainly  true  that  there  is  even  broader 
recognition  oFlhe  bottom  teachers— by  principals,  other  teachers,  and 
parents.  Instead,  it  seeiiis  simply  to  be  a  lack  ol  will  to  act  on  readily  avail- 
able information. 


NOTES 

1.  'Hie-se  ntimlK-rsrellccI  comparisons  tor  ihe  population  n  iVoni  1%1  to  1970; 
wo  01:Cf>(  201)7),  utile  A 1  .2j.  'I'Ikw  sLilistics,  h.iwovei-,  owrstalc  llic  U.S.  sil  u.ilion  bei  MUsO 
they  include  GEl)cs)mplclk)ii  in  llwaiiculalionoriiiyh  .'ichoo!  success.  Thi.s  prol-ilcm.  iilons 
with  oiluT  nieasurenienl  isMics,  is  iliscussod  in  Hcckman  aiul  l.al-oiUaine  I  rorthcoming). 

2.  PIS;\  is  Icsling  condiicR-d  by  the  OIX.'D  oil  iuteniatioiiai  students  for  all  Ot-CD 
countrifs.uid  a  selection  ol  (Hlier  euuiUries  llial  voluiilarily  pai  licipatc.  IMSA  tests  a  lan- 
doni  sample  of  I  S-yeai'-olds  in  e.uh  counli  y.  Tbese  tests,  now  on  a  throe  year  cycle,  assess 
math,  science,  and  readint;  skill.s,  Alternative  ,isse.ssnients  at  different  ages  are  provided 
by  TlMSS  Cfrends  in  Intcnuition.il  Maihemalies  .md  Science  .Study).  The  TIMSS  shows 
^ome  different  comparative  results,  with  U.S.  4lli-graders  doiny  relatively  well,  U.S. 
iniildle-school  students  in  the  niiddle.  and  U.S.  12lh-siadcr.s  in  the  bottom  rankings. 

3.  For  a  description  of  how  these  calculations  are  accomplished,  sec  Manushek 
andVVoessmann  120O.S,  2009). 

4.  1-nr  a  review  of  existing  literature,  see  Manushek  and  Rivkin  (2004,  2006 ).  'fhey 
describe  various  iiitempts  to  estimate  the  impact  (if  teacher  quality  on  student  achievcineiit. 

5.  Ta  do  this,  they  concentrate  entirely  on  differences  among  teachers  within  a 
given  school  to  avoid  the  potenti.il  impact  of  parental  choice  of  schools.  Moreover,  they 
employ  astrategy  that  compares  grade-level  performance  across  dilTerent  cohorts  of  stu- 
dents, so  the  matching  of  students  to  specific  teachers  in  a  grade  can  be  circuniventcd. 
As  such,  it  is  very  much  a  lowci-bound  estimate  on  differences  in  teacher  iiualily. 

6.  For  this  calculation,  a  teacher  at  the  mean  of  the  quality  distribution  is  com- 
pared to  a  teacher  1 .0  sd  higher  in  the  quality  distribution  (S4lh  percentile),  labeled  a 
"good  teacher."  The  estimate  of  O.I  1  comes  from  the  mathematics  estimates.  I'hc  com- 
parable cstim.ites  for  reading  aic  0,  l.S  d  evised  estimates).  These  results  relate  specific.illy 
to  grades  4-7.  It  is  plausible  that  the  di.stribution  of  teacher  quality  at  high  school  is  even 
more  dispersed  than  .shown  here. 

7.  The  method  of  ensuring  good  teachers,  according  10  this  study,  tloes  depend 
on  the  countr)',  S(.ime  of  the  highest  performing  countries  do  this  largely  at  enti7  by 
selecting  frdiii  the  very  top  of  the  pool  of  college  graduates.  Others  have  partictdai  ly 
effective  professional  development  programs,  l-or  the  United  St.-ites,  nio\  ing  to  selection 
of  teachers  from  the  top  of  the  new  graduate  distribution  appears  inleasihie.  .See 
l  lanushekand  Rivkin  120041. 

8.  Recent  high-quality  studies  cast  doubt  on  arguments  about  profe.s.sional  iiidg- 
mcnt  and  alwut  various  teacher  induction  and  mentoring  programs.  .See  (larel  et  al. 
(2I)0H)  and  Isenberget  al.  (200')). 

9.  There  is  a  current  debate  about  how  salaries  of  teachers  compare  to  those  in  dif- 
ferent professions;  see  I'odgursky  12003)  and  Ailegielli.),  Corcoran,  and  Mishel  (2004). 

10.  See,  for  exaniple.  Armor  et  al.  ( 1976),  jacob  and  Lefgren  (20l)d).  or  Murnane 

(147.S). 
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Teams  Versus  Bureaucracies 

Personnel  Policy,  Wage  Setting,  and 
Teacher  Quality  in  Traditional  Public, 
Charter,  and  Private  Schools^ 

MICHAEL  PODGURSKY 


,  INTRODUCTION 

;  PersonnGl  policies  in  public  schools  are  the  subject  of  considerable 
policy  debate.  This  debate  arises  out  of  concern  about  the  qutility  of  the 
public  school  teaching  workforce  and  its  effect  on  student  achievement. 

;  Research  suggests  that  one  of  the  most  important  contributions  of  schools 
to  student  achievement  gains  is  the  quality  of  classroom  teachers  (Gold- 
habor,  2002;  Hanushek  &  Rivkin,  2004).  The  No  Child  Left  Behind  Act 
reflects  this  concern  in  its  requirement  that  school  districts  employ  only 

I  "highly  qualified"  teachers  in  order  to  receive  Title  I  compensatory  educa- 
tion funds. 

In  other  industries,  human  resource  policies  arc  seen  to  play  a  criti- 
cal role  in  employee  productivity  and  businesis  performance.  Yet  human 
resource  policies  in  public  K-12  schools  seem  peculiarly  out  of  sync  with 
•     those  in  other  sectors  of  our  economy  most  notably  with  higher  educa- 
!     tion,  and,  as  we  will  see^  with  charter  and  private  K-12  schools. 

Several  examples  illustrate  this  point  Unlike  most  other  professions,  the 
pay  of  public  school  teachers  within  a  district  is  primarily  determined  by 


The  autlior  wishes  to  acknowledge  research  support  from  Smith  Richardson 
Foundalion;  the  reseaich  assistance  of  Samantha  Dalton,  Keke  Liu^  and  Jae  Pil 
Park;  and  technical  assistance  from  Dale  Ballou.  The  usual  disclaimers  apply. 
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rigid  salary  schedules  that  base  pay  on  years  of  experience  and  graduate 
academic  degrees  or  credits,  with  no  differentials  by  fields  effort  or  quality 
of  performance,  or  differential  working  conditions  between  schools  within 
a  district.'  These  rigid  pay  schemes  virtually  guarantee  shortages  by  fieki 
since  most  school  districts  cannot  maintain  a  pay  schedule  for  all  teach- 
ers sufficiently  attractive  to  prevent  shortages  in  anif  field.  (Could  a  higher 
education  institution  afford  to  maintain  a  uniform  pay  scheme  suf  ficiently 
high  lo  prevent  sliortages  in  finance  or  accounting?)  Moreover,  since  low 
socioeconomic  status  (SES)  or  high  minority  enrollment  schools  lend  to 
have  the  highest  turnover  of  faculty,  these  rigid  salary  schedules  virtually 
guarantee  that  such  schools  will  have  the  least  experienced  teachers. 

In  the  area  of  contract  renewal,  most  public  school  teachers  earn  ten- 
lu'e — automatic  contract  renewal — after  a  few  years  on  the  job.  This 
makes  it  very  difficult  to  dismiss  senior  teachers  for  any  thingbut  the  most 
egregious  failures  in  Job  performance,  fn  practice^,  most  dismissals  of  ten- 
ured teachers  seem  to  be  associated  with  criminal  activity,  psychological 
disorders,  or  serious  moral  turpitude — not  poor  classroom  performance 
(Bridges,  1992). 

Recruitment  arid  job  assignment  are  restricted  by  highly  complicated 
licensing  regulations.  In  medicine,  law,  dentistry,  architecture,  nurs- 
ing, and  virtually  every  other  hcensed  profession,  states  issue  a  single 
license.  However,  in  education,  states  routinely  issue  over  100  certificates 
and  endorsements  by  field.  Even  excluding  vocational  and  administra- 
tive licenses,  the  number  of  academic  licenses  routinely  exceeds  50—60.  In 
Missouri,  by  no  means  an  atypical  state,  the  Department  of  Elementary 
and  Secondary  Education  currently  issues  89  nonvocational  and  171  voca- 
tional certificates  and  endorsements  for  K-12  teachers,^ 

Finally,  teaching  is  the  most  highly  unionized  profession,  with  roughly 
75%  of  teachers  in  traditional  public  schools  (i.e.,  not  charter)  covered  by 
collective  bargaining  agreements.  In  large  urban  districts,  these  agree- 
ments run  roughly  200  pages  or  more,  are  highly  detailed,  and  cover  not 
only  wage  setting,  but  also  staff  assignment,  recruitment,  layoffs,  person- 
nel evaluations,  dismissals,  benefits,  and  other  personnel  policies. 

In  this  chapter,  we  examine  differences  in  personnel  policy  between 
traditional  public,  charter,  and  private  schools  and  examine  how  these 
policies  are  shaped  by  the  institutional  and  market  framework  within 
which  these  schools  operate.  We  then  explore  how  these  personnel  pol- 

^  There  are  sonie  pay  differentials,  but  these  are  primarily  for  added  responsibil- 
ity sucir  as  coaching  and  after-school  activities. 

^  Even  this  understates  the  complexity  of  the  teacher  licensing  system.  These  are 
ciiiTGntly  issued  certificates  and  endorsements.  However,  since  states  routinely 
change  these  licenses  and  "grandfather"  the  old  codes,  the  number  of  valid  types 
of  licenses  is  far  greater.  In  Missouri,  the  cerlificalion  file  has  781  valid  codes.  In 
the  face  of  such  complexity,  it  is  hardly  surprising  ihat  school  d  islricls  are  often 
forced  to  resort  to  the  use  of  emergency  or  provisionally  licensed  teachers  to 
staff  some  classrooms. 
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icy  differences  contribute  to  the  academic  quality  differences  observed 
between  the  sectors.  This  chapter  builds  on  earlier  research  in  the  area. 
Ballon  (2001)  and  Ballou  and  Podgursky  (1997, 2001)  examined  differences 
in  teacher  quality  and  personnel  policy  in  public  and  private  schools 
iising  earlier  vintages  of  the  Schools  and  Staffing  Survey  (SASS)  and  a 
small  sample  of  charter  and  private  schools.  Both  studies  find  personnel 
policy  differences  among  private,  charter,  and  traditional  public  schools. 
More  recently,  Caroline  Hoxby  (2002)  augmented  the  1994-1995  SASS  data 
with  her  own  survey  of  charter  schools.  She  found  significant  differences 
ill  the  teacher  demand  between  the  sectors.  Goldhaber,  Choi,  DeArmond, 
and  Player  (2005)  developed  an  analytical  model  of  merit  pay  adoption 
to  explore  why  school  districts  choose  to  adopt  merit  pay  This  chapter 
brings  some  new  data  and  analysis  to  bear  on  this  topic,  particularly  for 
charter  schools. 


DATA  /  , 

The  primary  source  of  data  in  this  chapter  is  the  1999-2000  SASS,  a 
representative  national  survey  of  schools,  districts,  principals,  and  teach- 
ers conducted  regularly  by  the  National  Center  for  Education  Statistics 
of  the  U.S.  Department  of  Education.  It  is  a  major  source  of  information 
on  public  and  private  K-12  teachers  and  schools  in  the  United  States. 
Earlier  waves  of  the  survey  were  conducted  in  1987-1988, 1990-1991,  and 
1993-1994.  However,  the  1999-2000  school  year  was  the  first  time  that 
SASS  included  a  separate  charter  school  survey.  Details  on  SASS  are  pro- 
vided in  the  appendix  at  the  end  of  this  chapter.  In  addition,  we  use  state 
administrative  data  on  schools  and  teachers  In  a  particular  school  dis- 
trict— Kansas  City,  Missouri — that  has  a  particularly  high  rate  of  charter 
school  penetration. 


INSTITUTIONAL  BACKGROUND 

The  notion  that  product  market  conditions  spill  over  into  the  labor 
market  and  influence  wages,  collective  bargaining,  and  personnel  policy 
has  a  long  history  in  labor  economics  (e.g.,  Lewis,  1963).  We  take  a  simi- 
lar approach.  Differences  in  personnel  policies  among  traditional  public, 
charter,  and  private  schools  can  be  seen  as  a  reaction  to  the  regulatory  and 
market  environment  within  which  the  schools  operate. 

The  mo.<5t  obvious  difference  between  these  sectors  has  to  do  with  mar- 
ket competition.  Charter  and  private  schools  are  schools  of  choice  and  are 
thus  subject  to  competitive  product  market  pressures.  If  parents  do  not 
choose  these  schools  for  their  children,  the  schools  will  go  out  of  busi- 
ness. For  the  most  part,  this  is  not  the  case  with  traditional  public  schools. 
While  there  is  some  choice — such  as  magnet  schools — ^within  this  sector. 
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children  typicalljf  are  assigned  to  schools  within  attendance  zones.  Thus, 
schools  do  not  need  to  compete  for  parent  custoniiers. 

Of  course/  there  may  be  pohtical  pressures  from  taxpayers  for  public 
schools  to  adopt  cost-efficient  personnel  policies,  but  in  the  political  realm 
these  may  be  offset  by  the  demands  of  better  organized  "stakeholder" 
groups  such  as  teachers,,  school  administrators,  and  other  school  employ- 
ees. In  addition,  individual  taxpayers  may  be  relatively  uninformed  as 
to  the  costs  of  different  management  praclices,"' To  the  extent  that  public 
school  administrators  are  insulated  from  market  pressures,  we  can  expect 
them  to  adopt  more  "comfortable"  personnel  policies  that  raise  their  own 
utihty,  or  that  of  other  education  interest  groups,  rather  than  increase  effi- 
ciency. Teacher  dismis-'^als  and  performance-based  pay  systems  require 
effort  on  the  part  of  .scliool  administrators,  increase  stress,  and  usually 
involve  confrontation  with  teacher  ttnions.  A  more  comfortable  path  is 
to  acquiesce  to  teacher  union  preferences  for  single  salary  schedules  and 
other  restrictions  on  managerial  authority.  We  hypothesize  that  greater 
competitive  pressure  in  the  product  market  should  lead  to  more  market- 
and  performance-based  personnel  policies. 

A  second  factor  explaining  the  choice  of  personnel  policies  is  the  size  of 
wage-sefting  units.  In  private  and  charter  schools,  the  wage-setting  unit 
is  typically  the  school,  hi  traditional  public  schools,  on  the  other  hand, 
wage-setting  and  most  personnel  policies  concerning  teachers — the  level 
and  structure  of  teacher  pay,  benefits,  recniiting— are  centralized  at  the 
district  level.  Researchers  who  study  personnel  policy  in  business  find 
that  the  size  of  an  establishment  plays  an  important  role  in  the  types  of 
personnel  policies  that  firms  use  (Brown,  1990;  Prendergast,  1999). 

Figure  3.1  illustrates  the  dramatic  differences  in  the  size  of  the  wage 
and  personnel  units  in  traditional  public  and  private  schools,  There  are 
approximately  15,000  public  school  districts  in  the  United  States,  but 
the  size  distribution  of  these  districts  in  terms  of  teacher  employment  is 
highly  skewed.  As  a  consequence,  most  teachers  are  employed  in  large 
school  districts.  One  quarter  of  teachers  in  traditional  public  schools  are 
employed  in  districts  with  at  least  2,100  full  time  equivalent  (FTE)  teach- 
ers, and  half  of  traditional  public  school  teachers  are  in  districts  with  at 
least  561  FTE  teachers.  Thus,  the  typical  teacher  finds  herself  in  a  large 
firm  with  standardized,  bureaucratic  wage  setting.  By  contrast,  the  aver- 
age charter  school— an  independent  employer— employs  just  16  FTE 
teachers,  barely  larger  than  the  average  private  school  (15  PTEs). 

The  size  of  the  employing  unit  is  an  important  factor  in  understanding 
a  firm's  choice  of  personnel  policies.  In  small  teams,  it  is  much  easier  for 
supervisors  or  fellow  workers  to  monitor  job  performance,  This  makes 
merit  or  performance-based  pay  less  controversial.  On  the  other  hand, 

'  Hoxby  (2000)  has  highlight'ed  the  role  of  Tieboul  competition  among  public 
school  districts.  Black  (1999)  finds  evidence  that  school  quality  is  capitalized  in 
housing  prices. 
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FIGURE  3.1.  Size  of  wiige-sctting  units  in  traditional  public,  charter,  and  private 
schools:  FTE  teachers  employee!.  (From  U.S.  Deparlriienl  of  Eclucalion,  1999-2000 
Schools  aritl  Staffing  Surveys.) 


large  school  districts  hiive  a  groat  deal  of  trouble  implementing  merit 
pay  systems  for  teachcr.s  (Hatry,  Groiner,  &  Ashford,  1994).  In  part,  this  is 
because  they  must  come  up  with  evaluation  systems  that  guarantee  hori- 
zontal "equity"  across  the  many  schools  in  the  district  bargaining  unit= 
essentially  a  hopeles.?  endeavor.  Private  and  charter  schools  are  under  no 
requirement  that  their  performance  assessments  be  identical  to  those  of 
other  .schools.  They  need  only  assure  their  teachers  that  they  arc  treated 
fairly  within  the  school.  Teachers  unhappy  with  the  pay  system  at  the 
school  can  always  "vote  with  their  feet"  and  go  to  another  school  with  a 
more  compatible  pay  regime. 

Evidence  for  this  "learn"  perspective  is  seen  in  teacher  responses  to  a 
series  of  attitudinal  questions  on  job  control  and  work  relationship.s  reported 
in  Table  3.1.  Charter  and  private  school  teachers  report  greater  levels  of 
influence  on  academic  standards  and  curriculum  than  did  teachers  in  tra- 
ditional public  schools.  More  lo  the  point,  they  report  closer  and  more  pro- 
ductive f  olationships  with  their  principal,  greater  congruence  in  values  and 
outlook,  and  more  cooperative  relations  with  colleagues  than  do  teachers 
in  traditional  public  schools.  In  short,  the  small  size  of  charter  and  privfate 
schools  combined  with  a  fluid  and  competitive  market  allows  heteroge- 
neous employers  and  workers  to  sort  and  match  in  an  efficient  manner. 

In  principle,  public  school  districts  need  not  be  so  bureaucratic.  They 
could  adopt  more  decentralized  systems  of  personnel  policy,  give  school 
principals  more  control  over  teacher  reef  uilment  and  pay,  and  adopt  more 
of  a  team  model.  However,  this  brings  us  to  the  next  important  difference 
betw^cen  the  sectors:  collective  bargaining.  The  percent  of  teachers  cov- 
ered by  collective  bargaining  agreements  in  charter  schools  is  far  louder 
than  that  in  traditional  public  schools,  {SASS  does  not  bother  to  elicit  this 
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TABLE  3.1 

Teacher  Influence  and  Altitudes  in  Traditional  Public,  Charter,  and  Private  Schools 

Traditional  Chatter        Private  Private, 

public  nonrellgious 

regular 

/  tow  mvrh  influence  do 
yoi)  ihink  teachers  have 
over  school  policy? 

Setting  pcrformana;            3.00  (.010)  3.47*  (.01 5)     370^  (.01 5)     3.89>^  (0.041) 

stanrJtircls  for  sludenls' 

tslaljlishing curritulunv'       3.18{.010)  3.70^  (.017)     3.f!.5' (.016)  4.25M0.0'11) 

The  school  acFmiiiistrator'5     .788  (.00^)     .802' (.004)     .873M.OO't)  .S61MO,021) 
boiiavior  towartl  ihc  stnff 
is  supportive  and 
encourtiging.'' 

Mos!  ol  my  colleagues         ,S47(.003)     .866^  (.003)     .922'^(.00:j)  ,912^.001} 
shiirt;  niy  lieliefs  and 
values  about  what  the 

central  mission  of  tho 
scliooi  should  be,'* 

There;  is  a  great  deal  of         .783  (.003)     ,844*^  (.005)     .890' (.00.5)     .867' (.020) 
cooperative  effort  (ihiong 
the  staff.'' 

Source;  1999-2000  Schools  and  Staffing  Surveys 

*Mcan  value  on  a  scale  of  1-5;  1  =  no  Influena;;  .5  *  a  great  deal  of  influCTte 
1-4  Likerl  scale  with  1  =  strongly  disagree;  4  =  stiongly  agree.  Percent  reporting  agree  or 
strongly  agroy. 

Dlffcrcnco  l^etween  charier/private  .ind  iraditional  public  school  significant  at  0.01  level  of 
significance. 


information  from  private  school  respondents  since  few  pri\'ate  schools 
bargain  collectively  with  their  teachers.)  Seventy  percent  of  public  school 
districts,  employing  73%  of  teachers,  have  collective  bargaining  agree- 
ments covering  their  teachers  (Table  3.2).  This  contrasts  with  just  14%  of 
charter  .schools  (employing  18%  of  charter  school  teachers).  Tlie  absence  of 
a  binding  collective  bargaining  agreement  is  an  important  source  of  per- 
sonnel flexibility  in  charter  schools.  Teacher  unions  in  general  have  been 
opposed  to  more  flexible  market-  or  performance-based  pay  systems. 
Grievance  procedures  in  collective  bargainirig  agreements  also  make  it 
more  difficult  to  dismiss  poorly  performing  teachers. 

Collective  bargaining  also  create.^  strong  pressure  for  centralized 
wage-setting  and  personnel  policies.  An  important  institutional  reason 
for  this  is  that  state  labor  regulators  define  school  districts  rather  than 
schools  as  the  "appropriate  bargaining  unit"  for  collective  bargaining. 
Given  the  substantial  resource  costs  in  bargainmg  a  contract  and  the  fixed 
costs  of  administering  it,  both  labor  and  management  favor  centralizing 
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TABLE  3.2 

Percent  of  I  Jistricis,  Schools,  and  Teachers  Covered  by  Collective  Bflrgaining 
Agreements 

Public  Charter 

Percent  of  units  69.8  (0.7)  1 4,4  (0,5) 

(public  s  districts,  charter  =  schools) 

Percent  of  toaclteis  73.4(0.7)  17.8(0.7) 

Source:  1999-2000  Schools  and  Staffing  Surveys  


bargfiining  at  the  school  disti'ict  level.  Alternately,  if  a  district  attempts 
to  implement  one  set  of  personnel  policies  or  compensation  practices  in 
one  set  of  schools  versus  another,  it  is  under  a  great  deal  of  pressure  to 
provide  a  rational  basis  for  the  differencOy  and  leaves  itself  open  to  poten- 
tially expensive  grievances  and  litigation.  Thus,  in  practice,  collective  bar- 
gaining standardizes  personnel  policy  within  the  school  district,  and,  in 
effect,  tends  to  combine  all  the  schools  in  the  district  ir\to  one  large  niul- 
tiplant  "fimi." 

A  final  environmental  factor  is  teacher  licensing.  Traditional  public 
schools  muyt  hire  licensed  teachens.  Private  schools,  particularly  at  the 
secondary  level,  routinely  hire  uncertified  teachers.  Charier  schools  fall 
somewhere  in  between:  Many  states  permit  them  to  hire  uncertified 
teachers.  This  permits  private  and  charter  schools  to  recruit  from  a  much 
larger  pool  of  candidates  in  filling  teaching  positions  as  compared  to  tra- 
ditiona  1  public  schools.  Other  th  i ng^  being  equa  I,  this  should  raise  teacher 
quality.'  The  percent  of  teachers  holding  regular  state  teacher  certifica- 
tion by  sector  is  reported  in  Table  3.3,  Ninety-three  percent  of  teachers  in 
traditional  public  schools  hold  regular  state  licenses.  This  contrasts  with 
71%  in  charter  schools  and  58%  in  private  schools  (slightly  lower  in  non- 
religious  private  schools).^ 

^  This  a.ssumes^  of  course,  that  schoul  administrators  are  actually  seeking  out  the 
best  teaching  candidates  and  I\ave  good  information  about  teacher  quality.  Tra- 
ditional economic  rationnlcs  for  licensing  (e.g.,  Shapiro,  1986)  based  on  asynv 
metric  information  do  not  seem  applicable  to  teaching,  Unlike  other  professions, 
teachers  do  not  soli  their  services  directly  to  the  public;  rather,  they  are  hired 
by  experienced  education  professionals  (principals,  superintendente)  wlio  are 
themsclvos  licensed.  For  further  discussion  of  this  point,  see  Ballou  and  Fod- 
gursky  (1999). 

~  In  Table  3.3  and  sub-sequent  tables,  we  report  results  for  all  private  school  teach- 
ers md  for  private  school  teachers  in  noni  Gligious  regular  schools.  By  "regular," 
we  exclude  schools  that  have  a  special  program  emphasis  such  a.s  .special  educa- 
tion or  education  for  handicapped  students,  Montessori,^  military,  etc  Our  goal 
is  to  identify  scliools  providing  educational  .service.^  similar  to  those  provided 
by  traditional  public  schools.  Because  the  SASS  sample  size  is  .so  much  smaller 
for  these  nonreligious  regular  private  schools,  the  standard  errors  are  consider- 
ably higher  than  for  the  other  groups. 
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TABLE  3.3 

Percent  of  Teachers  Holding  Regular  Stale  Ceriificaiion  in  Traditional  Public, 
Charter,  and  Private  Schools* 

Tradilional       Charter        Private  Private, 
public  nonrcligious 

regular 

Certifl<?d  teachers  as  0  93,0(0.2)        70.3"  (0.7)      58.2'=  (0,8)       52.6'' (3,8) 

percent  of  teachin}; 
workforce 

Source:  ^  yjy-lOOO  Scliools  inul  St.-iffiog  Surveys 
Notes:  Standard  error  in  paronlhcr'ses, 

excludes  te.ichers  liolding  stale  emergency  or  lemporisry  jtate  liceiises, 
Dil'fcrcncc  between  charter/private  and  traditional  public  sclioo!  significant  at  0,01  level  of 
significance. 


TABLE  3.4 

Percent  of  Teachers  Certified  In  Charter  Schools  With  Certification  Waivers 

Certification  Not  used  Used  but  not  Required  Total 
rcquircmenl  required 

Waived                    11.5                 65.3  23,3  100,0 

Not  waived                  3.8                 26.3  6<>.9  100.0 

Somcti:  l9'jy-2000  Schools  and  Stalling  Surveys 


Of  course,  the  lower  percent  certified  in  charter  and  private  scliools 
may  reflect  supply  rather  than  demand  factors.  One  could  surmise  that 
charter  and  private  schools  wish  to  hire  certified  teachers  but  they  do 
not  apply.  In  the  case  of  charter  schools,  however,  these  data  siiggest  oth- 
erwise, Administrators  ii\  the  SASS  ciiarter  school  survey  were  asked  a 
series  of  questions  about  state  regulations  from  which  they  were  waived. 
("IDoes  yotir  school's  charter  include  waivers  or  exemptions  from  the  fol- 
lowiitg  state  or  district  policies?")  They  were  also  asked  about  various 
hiring  criteria  used  by  the  school  (e.g,,  full  standard  stale  certification, 
graduation  from  a  state-approved  teacher  education  program). 

Table  3.4  reports  results  from  a  cross-tabulation  of  these  two  ques- 
tions. We  split  our  sample  of  charter  schools  into  two  groups:  school.s  that 
had  the  flexibility  to  hire  noncertified  teachers  and  schools  that  did  not. 
Schools  for  which  the  certification  requirement  was  waived  were  much 
less  likely  to  use  certification  as  a  condition  for  hiring.  Of  these  schools, 
65%  used  certification  as  a  criterion  to  consider  for  hiring,  but  only  23% 
actually  required  it.  Tliis  suggests  that  while  teacher  certifica  tion  is  seen  as 
a  valuable  attribute  by  charter  school  administrators,  so  arc  other  teacher 
characteristics.  School  administrators  are  willing  to  "trade  off"  certifica- 
tion for  other  desirable  attributes. 
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These  tabulations  are  consistent  with  open-ended  siuvey  questions 
asked  in  Ballou  and  Podgursk)'  (2001).  Respondents  were  asked  to  com- 
ment on  "the  most  imporlant  ways  tliat  teacher  jfecruilment  and  hiring 
differed  from  traditional  public  schools  in  your  area."  hi  states  where 
it  was  permiUed/  the  most  common  difference  noted  by  charter  school 
respondents  was  their  ability  to  hire  noncertified  teachers.  One  respon- 
dent captured  ttie  spirit  of  many  with  his  succinct  reply:  ''Certification  is 
not  the  gatekeeper." 


LEVEL  ANi:>  STRUCTURE  OF  COMPENSATION 

111  the  previous  section,  we  hypothesized  that  a  more  competitive  envi- 
ronment combined  with  a  smaller  firm  si^c  and  greater  flexibility  would 
lead  to  greater  differences  in  compensation  policies  between  traditional 
public  and  private  or  charter  schools.  At  the  broadest  level,  one  might 
compare  the  use  of  salary  schedules  in  the  three  sectors,  hi  Table  3.5  we 
find  that  96%  of  public  school  dislricLs  (accounting  for  virtually  100%  of 


TABU  3.5 

Teacher  SaUuy  Seiiedulcs  and  liicenlive  Pay 

Traditionnl     Charter  (%)    Private  (%)  Private, 
public  t%)  nonreligious 

regular  {%) 

Is  there  a  salary  96.3  (0.29)       62X0.72)      6S.9»n.24)  45.1MrK60) 

ScIk'cIuIi!  for  le;acheis 
in  this  hdujol? 

Does  this  school 
currently  use  piiy 
E!U:(.;iUivc?s  sudi  ;is 
cash  bonuses,  salary 
iii(  r(Mst!s,  nr  fliffetenl 
siuji.'i  on  ltie  snk^ry 
schedule  to  reward: 

NBPTSccrtUicalkm?  8.3(0.37)       11.0M0.13)       9.6(0.88)  14,8(5,5) 

Excellence  in  teaching?         5,5(0.15)       .15.7M0-6S)      21.5M0.'«)  42.9MS.5) 

Coiripleiion  of  in-service    26.4(0.70)       20.5'M0.5f))     lO-yMO-BB)     26.0  (.5.67) 
professional 
development? 

Rcmiilorielnin  10.4(0,404)      14.9- (0,54)       7.9'M0,61)  1.?.0M3-40) 

le.it;iiers  in  fields  of 
shortage? 

Source:  1 999-2000  Schools  and  Staffing  Surveys 
Noto:  Slandard  error  in  parentheses. 

0  Difft>rent;e  I)el\vfen  tharler/pfivale  and  traditional  puijiic  school  significant  al  0.01  IuvhI  of 
significance. 
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teachers)  report  that  the  district  has  a  salary  schedule  for  teachers.  In  con- 
trast, only  62%  of  charter  and  66%  of  private  schools  report  using  a  salary 
schedule  to  set  teacher  pay. 

What  other  factors,  then,  determine  pay  in  charter  and  private  schools? 
In  SASS,  school  administrators  were  asked  a  series  of  questions  about 
incentive  pay:  '''Does  the  district  (school)  use  any  pay  incentives  such  as 
cash  bonuses,  salary  increases,  or  different  steps  on  the  salary  schedule  to 
[reward  x]7"  Responses  to  these  questions  arc  reported  in  rows  2-6  of  the 
table.  The  question  that  most  closely  corresponds  to  traditional  merit  pay 
is  "excellence"  In  that  case,  only  6%  of  traditional  public  school  adminis- 
trators responded  in  the  affirmative.  The  rates  for  charter  (36%)  and  pri- 
vate (22%)  schools  were  much  higher.  Charter  and  nonreligious  private 
schools  were  also  more  likely  to  pay  bonuses  to  recruit  or  retain  teachers 
in  shortage  fields. 

While  private  and  charter  schools  seem  less  inclined  to  use  salary 
Schedules  and  somewhat  more  inclined  to  use  incentive  pay,  on  the  face  of 
it  most  seeni  to  have  pay  systems  similar  to  those  in  public  schools.  Mow- 
ever,  this  overlooks  a  very  important  source  of  pay  flexibility  in  private 
and  charter  .schools,  In  the  latter,  pay  is  set  at  the  school  level,  whereas 
in  traditional  public  schools,  the  pay  is  set  district  wide.  This  means  that 
dozens  or,  in  larger  school  districts,  hundreds  of  schools  are  locked  into 
a  single  salary  schedule.  For  example,  the  New  York  City  school  district 
has  1,206  schools,  LA  Unified  has  660,  Chicago  has  602,  and  Miami-Dade 
County  has  356.  In  each  of  these  cases  all  teachers  in  the  district  are  cov- 
ered by  a  single  district-wide  salary  schedule- 
Unfortunately,  the  sampling  design  in  SASS  limits  our  ability  to  ana- 
lyze the  dispersion  of  teacher  pay  within  metropolitan  labor  markets  or 
within  districts.  For  a  better  appreciation  of  these  sources  of  pay  variation, 
we  examine  data  for  charter  and  traditional  public  schools  in  the  Kansas 
City  area.  (Similar  private  school  data  are  not  available.)  Missouri's  char- 
ter school  law  is  unusual  in  that  It  only  permits  charter  schools  in  the 
two  largest  school  districts:  St.  Louis  and  Kansas  City.  The  Kansas  City 
(KC)  case  is  interesting  because  the  penetration  rate  of  charters  is  very 
high.'  In  fall  2002,  there  were  17  charter  schools  in  operation  with  a  total 
enrollment  of  roughly  6,700  students,  or  19%  of  the  total  public  school 
enrollment.  This  high  penetration  rate  makes  it  reasonable  to  talk  about  a 
charter  school  sector  in  this  local  labor  market, 

Table  3.6  presents  data  on  public  school  teacher  pay  in  the  KC  char- 
ter sector  and  the  surrounding  labor  market  for  public  school  teachers. 
Our  dependent  variable  is  regular-term  teacher  pay  for  full-time  teach- 

>  A  recent  study  by  Ziebai  Ih  (2006)  estimated  the  2005-2006  Kansas  City  penetra- 
tion rate  at  20%,  giving  it  a  tie  for  fourth  place  in  U.S.  metro  areas,  behind  New 
Orleans,  Dayion,  Ohio,  Washington,  DC,  and  lied  mth  Pontiac,  Michigan,  and 
Youngtown,  Oiiio. 


TfflffiS  Vfriins  Biin'iiucruiics 


71 


TABLE  3.6 

Variation  in  Teacher  Ray:  Kansas  City  Area,  Regular  Term,  Full-Timc  Teachers, 

2002-200;} 

Charier 
schools 


Average  salary 

Average  pLiblic  school  tcachir^g 

experience 

Resicfuiil  varfalioii  in  pa)-* 
root  MSG 

N  tcndivrs 
ANOVA 

Viiritiliun  beUveen  schools 
All  teachers 

Public  experience  1 0  years 
or  less 


$34,018 
0.0  years 

$6,703 


.292 


314 


45.5% 
17 


All  Jackson 
County  (12 
school  districts) 

S41,406 

13.3  years 

$4,716 

.762 
7,018 


5.1% 
22.4% 

118 


Kansas  City, 
MO,  school 
district 


S4l,748 
14.1  years 

$5,534 

.609 
2,278 


6.7% 
11.5% 

72 


N  schools 

Scyurce:  MisSJiuri  nepiirltiuait  ii(  EkMiieiiliiry  i'liitl  SettjiuJary  EduCrJlion,  Core  Data  Files. 
Root  MSE  and    from  following  regression:  RTPAY  =  bO  +  bl  E  +  b2 1;2  +  b3  £3  +  b4  MA+, 
whore  RTPAY  is  regular  torni  icaclici'  pay,  E  is  ycm  of  public  sdioo!  lenc:l-iing  oxperienco, 
arid  MA+  is  a  dutniny  variable  iiulicalinjj  whether  tlie  lOHchur  iiad  an  MA  <it,^g^e£;  or 
higher. 


ers.i  We  present  datii  on  the  KC  school  district  and  all  school  districts  in 
the  county.  Average  pay  in  the  charter  schools  ($34,918)  is  lower,  hut  this 
reflects  in  part  tlie  lower  average  level  of  teacher  seniority.  Our  Interest, 
however,  is  in  the  dispersion  of  teacher  pay.  The  third  and  fourth  rows  of 
the  table  report  the  and  mean  squared  error  (MSB)  from  a  regression  of 
regnlar-lerm  teacher  pay  on  a  cubic  in  experience  and  an  indicator  vari- 
able for  whether  the  teacher  hokis  an  MA  degree.  These  statistics  clearly 
indicate  that  education  and  experience  explain  much  less  of  the  disper- 
sion in  teacher  pay  in  the  charter  sector.  However,  the  lower  may  be  due 
to  the  fact  that  there  is  less  variation  in  experience  (and  few^er  MAs)  in  the 
sector.  More  striking  is  the  higher  MSE.  In  spite  of  the  lower  average  pay 
in  the  charter  sectoiv  the  MSE  is  significantly  higlier,  Tlius,  pay  is  consider- 
ably more  variable  in  the  charter  school  sector^  in  ways  not  explained  by 
teacher  experience  or  graduate  degrees. 

I  All  pay  and  school  data  are  from  admlnislrative  data  files  itialntained  by  tlie 
Missouri  Department  of  Elemenlary  and  Secondary  Education. 
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How  much  of  this  dispersion  is  xvithin  versus  between  schools?  The 
boltoni  rows  in  the  table  provide  a  simple  ANOVA  decomposition  of  pay 
in  the  charter  and  traditional  sectors.  In  the  traditional  public  schools, 
interschool  variation  accounts  for  only  5--7%  of  the  total  variation  in  pay. 
iJy  contrast^  in  the  charter  sector^  interschool  variation  accounts  for  34% 
of  total  variation,  if  we  restrict  thi.9  comparison  to  teachers  with  relatively 
low  seniority  (Iciss  than  10  years),  the  charfer-npncharter  differences  nar- 
row, but  the  .same  pattern  holds.  Interschool  differences  ii\  average  pay 
account  for  46';;.  of  total  variation  in  charters,  as  compared  to  just  22%  m 
the  KC  district  and  only  12%  in  the  county. 

While  we  should  be  cautious  about  generalizing  to  other  teacher  labor 
markets,  these  compari.son.s  suggest  that  there  is  a  larger  unexplained  dis- 
persion of  te.^cher  pay  in  the  charter  school  sector.  In  fact,  Ballou  (2(101) 
reports  similar  findings  in  comparisons  of  teacher  pay  in  public  and 
private  schools.  Thus,  even  if  teachers  within  a  charter  school  are  paid 
entirely  off  rigid  salary  schedule.s,  these  data  suggest  that  there  is  con- 
siderable variation  in  pay  between  schoois^  which  may  permit  pay  at  the 
school  level  to  adjust  lo  market  conditions.  One  market  factor,  for  example, 
may  be  the  level  of  the  school.  For  example,  Podgursky  (2001)  reports  that 
in  the  1993-1994  school  year,  starting  teacher  pay  in  private  elementary 
schools  was  12%  lower  than  in  private  secondary  schools.  For  teachers 
with  an  MA  and  10  years  of  experience,  the  gap  was  17%. 


DISMISSALS  FOR  PERFORMANCt 

Rigid  salary  schedules  might  not  be  as  costly  if  teacher  experience 
and  graduate  education  were  strong  predictors  of  teacher  productivity. 
Surveys  of  the  education  production  find  little  support  for  a  positive  effect 
of  teacher  MA  degrees,  and  teacher  experience  has  little  effect  beyond 
the  first  fe^v  years  (Hantishek  &  Rivkin,  2004;  Rivkin,  Hanushek,  &  Kain, 
2005).  Nonctlieless,  in  principlt^,  a  seniority-based  wage  structure  might  be 
efficient  if  less  effective  teachens  are  weeded  out  over  time.  However,  per- 
sonnel policies  in  traditional  public  schools  are  not  likely  to  prodtice  such 
an  effect.  Teachers  in  traditional  public  school  districts  receive  automatic 
contract  renewal  or  tenure  after  3-5  years  on  the  job.  After  a  school  grants 
tenure,  it  is  difficult  to  dismiss  a  teaclier  for  poor  job  performance.  More- 
over it  is  not  at  all  clear  tliat  public  school  districts  take  full  advantage  of 
the  opportunity  to  weed  out  poorly  performing  probationary  teachers. 
Interestingly,  although  there  has  been  much  discussion  of  this  problem  of 
poor  monitoring  of  probationary  teachers,  there  has  been  little  systematic 
data  collection.  The  only  empirical  study  of  which  we  are  aware  is  Bridges 
(1992),  who  siu'veycd  141  midsii^c  school  districts  in  California.  He  found 
annual  dismissal  rates  for  probationary  teachers  of  roughly  1% — hardly 
consistent  with  rigorous  screening. 
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tabu;  3.7 

Teachers  Dismissed  Annually  for  Pcrforrfiimco 

Traditional  Charter  Private  Private, 

public  nonrefigious 

regular 

Number  with         0,031(0.016)       0.5:1.1"  (0.014)      0.208MO.012)       .249-*  (0,043) 
less  ihan  3 
years. 

t'Xjiorieiurt,' 

Number  wUli  4       0.293  <0.046)      0.318(0.014)      0.228(0.023)  .224(0.077) 

or  moro  yp-irs 
experience 

Dismissed  as «       1.1%  (0.2)  7,5%- (0.2)         3.7%-' (0.3)  2.3%M0.4) 

perceni  of  the 
leaching 
worl<force'' 

Sourco:  1 999-2000  Sclioo!s  arid  Staffing  Surv<!ys 
Note;  Standarci  error  in  piirtMiliieseft. 

"  Difference  between  chiirler/private  flnci  traditional  public  schoot  siRnifiCiinl  ii\  0.01,  0.05 

levels. 

'M-or  ciiiuicr  and  priv.iit!,  ])ercent  of  total  teaching  workforce;  for  traditional  public,  percent  of 
FTE  teacher  employment  In  thg  district.   


Fortunately,  for  the  first  time,  the  X999'-2000  SASS  has  included  items 
on  teacher  disniissals.  School  or  district  administrators  were  asked  about 
the  number  of  leacheri^  dismissed  for  poor  performance  over  the  previous 
year.  Respondents  were  asked  about  total  dismissals  of  teachers  with  3 
or  fewer  years'  experience  (typically  imtenured)  and  more  than  3  years 
(usually  tenured).  These  totals  are  reported  in  Table  3,7.  The  typical  pub- 
lic school  district  di-sinissed  just  0.9  low-experlcncc  teachers  and  only  0.3 
high-experience  teachers.  The  average  charter  school  dismissed  0.5  low- 
experience  and  0.3  high- experience  teachers.  The  total  dismissals  for  pri- 
vate schools  were  lower  for  both  groups  (0.2).  As  we  saw  in  Figure  3.1, 
the  teaching  workforce  in  public  school  districts  Is  far  larger  than  for 
charter  or  private  schools.  Thus,  the  dismissal  rate  for  traditional  public 
school  districts  (i.e.,  dismissals  as  a  percent  of  the  teaching  workforce)  is 
far  lower  than  for  charter  or  private  schools.  The  annual  dismissal  rate 
for  all  teachers  in  traditional  public  schools  is  just  1,1%  of  the  teaching 
workforce.^  For  charter  schools,  the  dismissal  rate  is  7.5%  and  for  private 
schools  it  is  3.7%. 

Of  course,  at  the  time  of  this  survey,  the  vast  majority  of  charter  schools 
had  been  in  existence  just  1  or  2  years.  One  might  expect  higher  dismissal 

'  Unfortunately,  the  SASS  school  survey  did  not  ask  school  administrators  the 

number  of  teachers  with  3  or  fewer  or  more  than  3  years  of  seniority.  Thus,  we 
cannot  compute  dismissal  rates  for  the  two  groups  separately. 
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ratiDs  as  part  of  the  "shakeout"  of  staff  involved  in  opening  a  new  school, 
After  all,  in  such  schools  virtually  all  the  teachers  are  probationary.  Mul- 
tivariate analysis  of  the  charter  school  dismissal  rate  finds  that  it  tends  to 
decline  ,sharply  with  the  age  of  the  charter  school  and  approaches  the  rate 
of  private  schools  after  several  year's  of  operation. 


TEACI I ER  QUALITY  ME ASU  RliS 

Ideally,  one  would  like  the  personnel  policies  described  earlier  to  be 
linked  to  direct  measures  of  teacher  performance  as  measured  by  student 
learning.  Unfortunately,  such  data  are  generally  not  available.'  Instead,  wc 
must  make  do  with  indirect  measures  of  teacher  quality.  In  our  case,  we 
will  use  measures  of  teacher  academic  quality.  There  is  some  evidence  in 
the  education  production  function  literature  that  broad-based  measures 
of  teacher  academic  skill  such  as  ACT  or  SAT  scores,  or  proxies  like  col- 
lege selectivity,  are  associated  with  greater  teacher  effectiveness  (Ballou  & 
Podgursky,  1997;  National  Research  Council,  2002).  In  addition,  education 
policymakers  have  shown  a  strong  desire  to  recruit  teachers  with  more 
rigorous  academic  backgrounds.  In  this  spirit,  we  consider  several  mea- 
sure.? of  the  broad  general  skills  and  academic  training  of  teachers. 

Table  3.8  reports  estimates  of  linear  probability  models  for  these  teacher 
quality  measures.  We  estimate  these  models  on  samples  of  teachers  from 
the  1999-2000  SASS,  For  each  teacher  quality  measure,  we  estimate  four 
models.  The  first  has  no  covariales  and  simply  amounts  to  a  t-test  compar- 
ing mean  quality  in  charter  and  private  schools  with  traditional  public 
schools.  For  example,  in  row  1  we  find  the  probability  that  a  charter  school 
teacher  had  an  academic  major  was  0.095  (9.5%)  higher  than  a  teacher  in 
a  traditional  public  school.  A  similar  finding  holds  for  private  schools. 
Adding  covariates  and  state  effects  lowers  the  charter  effect  somewhat, 
to  6.9%,  but  has  little  effect  on  the  private  school  advantage.  As  in  the 
previous  tables,  in  tlie  next  two  rows  we  disaggregate  the  private  school 
estimates  to  secular,  regular  empha.5is  versus  all  other  private  schools. 
The  difference  between  the  traditional  public  and  .secular  private  schools 
on  this  academic  wage  variable  is  quite  substantial  (15.6%). 

The  remaining  rows  in  the  table  consider  three  other  teacher  quality 
measures;  math  or  science  major,  and  two  measures  of  college  selectivity 
(Barron's  top  2  and  top  3),  In  nearly  all  cases,  private  schools  (particu- 

'  InterosUngly,  llic  limited  evnkiation  literature  on  pcrfonnance-based  compen- 
sation for  teachers  finds  gonorally  positive  effects  on  ytudent  achievement.  For 
a  survey  of  this  literature,  see  I'odgursky  and  Springer  (2007).  Tiie  evaluation 
literature  on  charter  schools  and  student  achievement  is  slender  as  well,  with 
mixed  findings.  However,  there  is  clear  evidence  that  the  performance  of  char- 
ter schools  impruves  as  they  mature  (Bif  ulco  &  Uidd,  2006;  Sas-s,  2006), 


TABLE  3.8 

Measures  of  Teacher  Academic  Quality 

Teacher 
cbaracteriistic 

Academic  mapr 


Math  or  science  majof 


Undergraduate  college 
selectivity  [top  31 


Public 

Charter 

Pi   •       A        _  1 1 

Pnvale,  all 

— 

-075'* 

i[12,42) 

— 

(7.20)' 

(1 1 .27) 

— 

— 

(10.39) 

— 

..069'' 

— 

(7.17} 

— 

,,000 

,022'- 

(1 .0D)> 

(3.69) 

— 

-.015 

.008 

0-21} 

.000' 

C1.00) 

-.0^5 

{1.47) 

.162* 

.(I42'' 

120.44J 

.(8,013 

.146*^ 

,027'' 

(Ifj.Qt) 

(4.74) 

.162' 

(20.4S) 

Private,  Private,  Other      Covarivites  and  N 

nonreligious  rtguiar  slate  effects  (51)" 

—  _  No  52,031 

—  —  Ygs  5t,7€>2 

,236''  .054"  No  52,031 

(14.09)  (8,57) 

A5C>^  ,061''  Yes  51,762 

SS3)  (9.12) 

—  —  No  52,031 

—  —  Yes  51,762 

,0441'                         gi'  No  52,031 

(3.1 4)  (2.74) 

.025^'  .004  Yes  51,762 

(1.73:i  (.65) 

—  —  No  52,031 

—  —  Vcs  5I,7&2 
.238''  .01 7*  No  .52,031 

W33)  am) 


TABLE  3.8  (continued) 

Measures  of  Teacher  Academic  Quality 


Teacher 
characteristic 

Public  Charter 

Privatej.  ait 

Private, 
nonreligtous^  regular 

Private,  other 

Co\'ari.ates  and 
state  effects  £51)^ 

N 

—  ,1451* 
(16.85) 

.201' 
(12.76) 

.004 

Yes 

51,762 

Undergraduate  college 
setectivfty  (top  2] 

—  ■  .159'* 
(20.94) 

.002 
040) 

No 

5-2,031 

—  .131^ 
{15.95} 

(2.26/1 

Yes 

51,762 

{20.96) 

J22'' 
■C8.775 

-.013"* 
(2.53) 

Mo 

52,031: 

—  .131^ 
|15.'90) 

.096'' 
(6.38)1 

-,026^ 

a66j 

Yes 

51,762 

Source:  1999-2000  Schools  and  Staffing  Surveys 
Woie."  T-stalistics  in  parentheses, 

^  Covariates  include  rurat,  suburban,  centraJ  ctly  indicators,  secondafy/comiljined  indicator  percerrt:  miinority  studenis  in  the  schocl,  and  51  statc/DC 

effects. 
^'Significant  at  0.0'1%. 
'Significant  at  0.05. 
''Significant  at  0.10. 
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TAHI.F;3,9 

Academic  Measures  of  TeacHcr  Quplily:  Kansas  City,  Missouri,  and  Jackson 
Counly  School  Districls,  2002-2003 

Barron's  sclcciivily  level 

Top  2  Top  3 

Kansas  Cily  charter  schools  2.1%  31 3% 

Kansas  Cily  dislricl  schools  1 .1  %^  283%' 

Itel  of  jackson  Counly  .6%'  30.4%' 

Source:  Missouri  Dcparimeni  of  Ciemontary  aiitl  Sctoiulary  l;<liiCtHior»,  Core  Dala  and 

TctiGhcrCcrUI"ic.;alion  Adininislwlive  D.ita  filos 
'Plfferonco  tielvvcun  Kansas  Cily  charlers  and  otiicr  cclis  significant  ni  1%. 


lady  seculnr,  i-egulav  emphasis)  and  charter  schools  are  significantly  more 
likely  to  have  teachers  of  higher  academic  quality. 

Table  3.9  provides  a  robustness  check  for  these  findings.  Here  we  return 
to  our  Kansas  City  area  public  schools.  Unfortunately,  state  adminiHtra- 
tivc  data  do  not  readily  permit  identification  of  n  tcncl'tcr's  undergraduate 
major.  However,  it  is  possible  to  code  the  selectivity  of  the  teacher's  under- 
graduate college.  The  results  of  this  exercise  are  reported  in  Table  3.9. 
Consistent  with  our  finding  with  SASS,  charter  schools  in  the  Kansas 
City  teacher  labor  market/  in  spite  of  their  somewhat  lower  pay,  seem  to 
be  attracting  teachers  of  higher  academic  quality,  as  measured  by  college 
selectivity.  The  advantage  i.s  largest  when  coniparing  the  charters  to  tradi- 
tional public  schools  in  the  Kansas  Cily  district.  However,  it  is  interesting 
to  note  that  the  charter  advantage  evei\  holds  when  the  sample  is  broacl- 
ened  to  suburban  schools  in  the  rest  of  Jackson  County. 


CONCLUSION 

This  chapter  examines  reasons  that  persotmol  policy  and  wage  set- 
ting differ  among  traditional  public,  private,  and  charter  schools  and  the 
effects  of  these  policies  on  academic  measures  of  teacher  quality.  Survey 
and  administrative  data  suggest  that  regulatory  freedom,  small  wage-set- 
ting units,  and  n  competitive  market  environment  make  pay  and  person- 
nel practices  more  market  and  performance  based  in  private  and  charier 
schools  than  in  traditional  public  schools.  These  practices,  in  turn,  permit 
charter  and  private  schools  to  recruit  teachers  with  belter  academic  cre- 
dentials as  compared  to  traditional  public  schools- 

One  criticisni  of  charter  schools  has  been  that  they  are  not  particularly 
innovative  and,  in  terms  of  classroom  practice,  tend  to  resemble  tradi- 
tional public  schools  (e.g.,  American  Federation  of  Teachers,  2002;  Wells, 
1998).  Whether  this  is  a  correct  assessment  of  pedagogy  and  curriculum, 
we  cannot  say.  Howevei',  in  the  area  of  teacher  personnel  policy,  available 
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evidence  suggests  that  there  are  major  differences  between  traditional 
pubh'c  schools  and  charter  schools.  These  findings  reniforce  those  found 
in  our  earlier  survey  research  (Podgursky  &  Ballou,  2001)  and  in  Hoxby 
(2002).  Charter  schools  seem  to  be  using  the  regulatory  fleKibility  they 
have  been  granted  in  this  area  to  forge  vastly  different  policies.  Our 
analysis  finds  that,  in  many  respects,  personnel  policy  in  charter  scliools 
more  closely  resembles  that  in  private  schools  than  in  traditional  public 
schools. 
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APPENDIX 
DATA 

The  1999-2000  SASS  is  a  representative  national  survey  of  schools,  dis- 
tricts, principals,  and  teacher.s  condiicted  regularly  by  the  U.S.  Depart- 
ment of  Education's  National  Center  for  Education  Statistics.  It  is  a  major 
source  of  information  on  public  and  private  K-12  teachers  and  schools  in 
the  United  States.  Earlier  waves  of  the  survey  wore  conducted  in  1987- 
1988,  1990-1991,  and  1993-1994.  However,  the  1999-2000  school  year  was 
the  first  time  that  SASS  included  a  separate  charter  school  survey. 

The  following  are  descriptive  statistics  on  the  1999-2000  SASS: 

•  Traditional  public  schools: 

4,690  districts;  8,432  schools;  8,524  principals;  42,086  teachers 

•  Public  charter  schools: 

870  schools;  891  principals;  2,847  teachers 

•  Private  schools: 

2,611  schools;  2,734  principals;  7,098  teachers 
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"There  are  at  least  'several  hundred'  incompetents  now  in  the  school  system  [says 
the  superintendent].  Other  observers  think  there  are  several  thousands,  while  still 
others  insist  that  'several'  would  be  nearer  the  nnark.  Whether  these  incompetents 
were  unfit  to  teach  at  any  time,  or  have  been  rendered  unfit  by  the  passing  years, 
is  a  matter  of  opinion.  The  question  is,  why  are  they  allowed  to  remain?"' 


So  wrote  The  New  York  Times — in  1936. 

In  the  73  years  since,  we  have  made  little  progress  toward 
answering  the  question  of  why  poor  instruction  in  our 
schools  goes  unaddressed.  The  question  has  been  the 
subject  of  vigorous  discussion,  but  most  commentary  has 
attempted  to  answer  it  by  debating  the  failure  of  school 
districts  to  dismiss  teachers  who  perform  poorly. 

The  contours  of  this  debate  are  well-known.  One  side 
claims  that  teacher  tenure  and  due  process  protections 
render  dismissal  a  practical  impossibility,  shielding 
ineffective  teachers  from  removal  in  all  but  the  most 
egregious  instances.  The  other  argues  that  the  process 
provides  only  minimal  protection  against  arbitrary  or 
discriminatory  dismissal,  but  that  administrators  fail  to 
document  poor  performance  adequately  and  refuse  to 
provide  struggling  teachers  with  sufficient  support. 
Fov  decades  these  positions  have  remained  largely  unchanged. 

The  established  arguments,  however,  fail  to  recognize 
that  the  challenge  of  addressing  performance  in  the 

teaching  profession  goes  far  beyond  the  issue  of  dismissal. 
In  fact,  as  this  report  illustrates,  school  districts  fail  to 
aclcnowledge  or  act  on  differences  in  teacher  performance 
almost  entirely.  When  it  comes  to  officially  appraising 
performance  and  supporting  improvement,  a  culture 
of  indifference  about  the  quality  of  instruction  in  each 
classroom  dominates. 

Our  research  confirms  what  is  by  now  common 
knowledge:  tenured  teachers  are  identified  as  ineffective 

and  dismissed  from  employment  with  exceptional 
infrequency.  While  an  important  finding  in  its  own 
right,  we  have  come  to  understand  that  infrequent 
teacher  dismissals  are  in  fact  just  one  symptom  of  a 
larger,  more  fundamental  crisis — ^the  inability  of  our 
schools  to  assess  instructional  performance  accurately 
or  to  act  on  this  information  in  meaningful  ways. 


This  inability  not  only  keeps  schools  from  dismissing 
consistently  poor  performers,  but  also  prevents  them 
from  recognizing  excellence  among  top-performers  or 
supporting  growth  among  the  broad  plurality  of  hard- 
working teachers  who  operate  in  the  middle  of  the 
performance  spectrum.  Instead,  school  districts  default  to 
treating  all  teachers  as  essentially  the  same,  both  in  terms 
of  effectiveness  and  need  for  development. 

Of  course,  as  teachers  themselves  ai'c  acutely  aware, 
they  are  not  at  all  the  same.  Just  like  professionals  in 
other  fields,  teachers  vary.  They  boast  individual  skills, 
competencies  and  talents.  They  generate  different 
responses  and  levels  of  growth  from  students. 

In  a  knowledge-based  economy  that  makes  education 
more  important  than  ever,  teachers  matter  more 
than  ever.  This  report  is  a  call  to  action — to  policy- 
makers, district  and  school  leaders  and  to  teachers  and 
their  representatives — to  address  our  national  failure 
to  acknowledge  and  act  on  differences  in  teacher 
effectiveness  once  and  for  all.  To  do  this,  school  districts 
must  begin  to  distinguish  great  from  good,  good  from  fair, 
and  fair  fi-om  poor.  Effective  teaching  must  be  recognized; 
ineffective  teaching  must  be  addressed. 

Recently,  President  Obama  spoke  in  bold  terms  about 
improving  teacher  effectiveness  in  just  this  way,  saying, 
"If  a  teacher  is  given  a  chance  or  two  chances  or  three 
chances  but  still  does  not  improve,  tiiere  is  no  excuse 
for  that  person  to  continue  teaching.  I  reject  a  system 
that  rewards  failure  and  protects  a  person  from  its 
consequences.  The  stakes  are  too  high.  We  can  afford 
notiiing  but  the  best  when  it  comes  to  our  children's 
teachers  and  the  schools  where  they  teadi."^  We  could 
not  agree  more.  It  is  our  hope  that  the  recommendations 
contained  in  this  report  wiU  outline  a  path  to  a  better  fiitm-e 
for  the  profession. 


EXECUTIVE  SUMMARY 

Suppose  you  are  a  parent  determined  to  make  sure  your  child  gets  the  best  possible 
education.  You  understand  intuitively  what  an  ample  body  of  research  proves:  that  your 
child's  education  depends  to  a  large  extent  on  the  quality  of  her  teachers.  Consequently, 
as  you  begin  considering  local  public  schools,  you  focus  on  a  basic  question:  who  are  the  best 
teachers,  and  where  do  they  teach? 

The  question  is  simple  enough.  There's  just  one  problem — except  for  word  of  mouth  from  other 
parents,  no  one  can  tell  you  the  answers. 

In  fact,  you  would  be  dismayed  to  discover  that  not  only  can  no  one  tell  you  which  teachers  are 
most  effective,  they  also  cannot  say  which  are  the  least  effective  or  which  fall  in  between.  Were 
you  to  examine  the  district's  teacher  evaluation  records  yourself,  you  would  find  that,  on  paper, 
almost  every  teacher  is  a  great  teacher,  even  at  schools  where  the  cliance  of  a  student  succeeding 
academically  amounts  to  a  coin  toss,  at  best. 

In  short,  the  school  district  would  ask  you  to  trust  that  it  can  provide  your  child  a  quality 
education,  even  though  it  cannot  honestly  tell  you  whether  it  is  providing  her  a  quality  teacher. 

This  is  the  reality  for  our  public  school  districts  natiomvide.  Put  simply,  they  fail  to  distinguish 
great  teaching  from  good,  good  from  fair,  and  fair  from  poor.  A  teacher's  effectiveness — the  most 
important  factor  for  schools  in  improving  student  achievement — is  not  measured,  recorded,  or 
used  to  inform  decision-making  in  any  meaningful  way. 
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The  Widget  Effect 

This  report  examines  our  pervasive  and  longstanding  failure  to  recognize  and  respond  to 

variations  in  the  effectiveness  of  our  teachers.  At  the  heart  of  the  matter  are  teacher  evaluation  p- j 

systems,  which  in  theory  should  serve  as  the  primary  mechanism  for  assessing  such  variations, 

but  in  practice  tell  us  little  about  how  one  teacher  differs  from  any  otiier,  except  teachers  whose  ^4 

performance  is  so  egregiously  poor  as  to  warrant  dismissal.  '  3 

..''^ 

The  failure  of  evaluation  systems  to  provide  accurate  and  credible  information  about  individual  l 
teachers'  instructional  performance  sustains  and  reinforces  a  phenomenon  that  we  have  come  to  ■ 
call  the  Widget  Effect.  The  Widget  Effect  describes  the  tendency  of  school  districts  to  assume  C/J 

classroom  effectiveness  is  the  same  from  teacher  to  teacher.  This  decades-old  fallacy  fosters  an  ^  \ 

environment  in  which  teachers  cease  to  be  understood  as  individual  professionals,  but  rather  as 
interchangeable  parts.  In  its  denial  of  individual  strengths  and  weaknesses,  it  is  deeply  disrespectful 
to  teachers;  in  its  indifference  to  instructional  effectiveness,  it  gambles  with  the  lives  of  students. 


Today,  the  Widget  Effect  is  codified  in  a  policy  framework  that  rarely  considers  teacher 
effectiveness  for  key  decisions,  as  illustrated  below. 

Wliere  Is  Perforaciance  a  Factor  in  Important  Decisions  About Teachei-s?* 
,  AR   ,  CO  ,  IL   ,  OH  , 
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The  fact  that  information  on  teacher  performance  is  almost  exclusively  used  for  decisions  related 
to  teacher  remediation  and  dismissal  paints  a  stark  picture:  In  general,  our  schools  are  indifferent 
to  instructional  effectiveness — ^except  when  it  comes  time  to  remove  a  teacher. 


*  See  "Policy  Ibnplications  of  the  WWget  Effect"  for  additional  information 


Study  Overview 

This  report  is  the  product  of  an  extensive  research  effort  spanning  12  districts  and 
four  states.  It  reflects  survey  responses  frorh  approximately  15,000  teachers  and 
1,300  administrators,  and  it  has  benefited  from  the  insight  of  more  than  80  local 
and  state  education  officials,  teachers  union  leaders,  policymakers  and  advocates  who 
participated  in  advisory  panels  in  each  state,  shaping  the  study  design,  data  collection 
instruments,  and  findings  and  recommendations. 

The  four  states  included  in  the  study,  Arkansas,  Colorado,  Illinois  and  Ohio,  employ 
diverse  teacher  performance  management  policies.  The  12  districts  studied  range  in 
size,  geographic  location,  evaluation  policies  and  practices  and  overall  approadh  to 
teacher  performance  management.  Jonesboro  Public  Schools,  the  smallest  district 
studied,  serves  approximately  4,450  students;  Chicago  Public  Schools,  the  largest, 
serves  413,700.  All  12  districts  employ  some  formal  evaluation  process  for  teadiers, 
but  the  methods  and  frequency  of  evaluation  differ.  The  outcomes,  however,  are 
strikingly  similar-. 

Study  Sites* 
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El  Dorado  Public  Schools 


Denver  Public  Schools 


Chicago  Public  Schools 
District  U-46  (Elgin) 
Rockford  Public  Schools 


Akron  Public  Schools 


Jonesboro  Public  Schools 


Pueblo  City  Schools 


Cincinnali  Public  Schools 


Little  Rock  School  District 


loledo  Public  Schools 


Sprlngdaie  Public  Schools 


*For  more  information  on  the  study  sites,  please  sccAdethodoiogji 


Characteristics  of  the  Widget  Effect  in  Teacher  Evaluation 

The  Widget  Effect  is  characterized  by  institutional  indifference  to  variations  in  teacher  performance. 
Teacher  evaluation  systems  reflect  and  reinforce  this  indifference  in  several  ways. 


All  teachers  are  rated  good  or  great 

In  districts  that  use  binary  evaluation  ratings  (generally 

"satisfactory"  or  "unsatisfactory"),  more  than 

99  percent  of  teachers  receive  the  satisfactory  rating. 

Districts  that  use  a  broader  range  of  rating  options  do 

little  better;  in  these  districts,  94  percent  of  teachers 

receive  one  of  the  top  two  ratings  and  less  than 

1  percent  are  rated  unsatisfactory. 

Excellence  goes  unrecognized 
When  all  teachers  are  rated  good  or  great,  those  who 
are  truly  exceptional  cannot  be  formally  identified. 
Fifty-nine  percent  of  teachers  and  63  percent  of 
administrators  say  their  district  is  not  doing  enough 
to  identify;  compensate,  promote  and  retain  the  most 
effective  teachers. 

Inadequate  professional  development 
The  failure  to  assess  variations  in  instructional 
effectiveness  also  precludes  districts  from  identifying 
specific  development  needs  in  their  teachers.  In 
fact,  73  percent  of  teachers  surveyed  said  their  most 
recent  evaluation  did  not  identify  any  development 
areas,  and  only  45  percent  of  teachers  who  did  have 
development  areas  identified  said  they  received  useful 
support  to  improve. 


No  special  attention  to  novices 
Inattention  to  teacher  performance  and  development 
begins  from  a  teacher's  first  days  in  tlie  classroom. 
Though  it  is  widely  recognized  that  teachers  are 
least  effective  in  their  beginning  years,  66  percent 
of  novice  teachers  in  districts  with  multiple  ratings 
received  a  rating  greater  than  "satisfactory"  on  their 
most  recent  performance  evaluation.  Low  expectations 
characterize  the  tenure  process  as  well,  with  41  percent 
of  administrators  reporting  that  they  have  never  "non- 
renewed"  a  probationary  teadier  for  performance 
concerns  in  his  or  her  final  probationary  year. 

Poor  peifbrmance  goes  unaddressed 
Despite  uniformly  positive  evaluation  ratings,  teachers  and 
adminish'ators  both  recognize  ineffective  teaching  in  their 
schools.  In  fact,  8 1  percent  of  administi-ators  and  57  percent 
of  teachers  say  there  is  a  tenured  teacher  in  their  school 
who  is  performing  poorly,  aiid  43  percent  of  teachers  say 
tliere  is  a  tenured  teacher  who  should  be  dismissed  for  poor 
performance.  Troublingly,  tlie  percentages  are  higher  in 
high-poverty  schools.  But  district  records  confirm  the 
scarcity  of  formal  dismissals;  at  least  half  of  the  districts 
studied  did  not  dismiss  a  single  non-probationary  teacher 
for  poor  performance  in  the  time  period  studied  (ranging 
from  two  to  five  years  in  each  district). 


Flaws  in  Evaluation  Practice  and  Implementation 

The  characteristics  above  are  exacerbated  and  amplified  by  cursory  evaluation  practices  and  poor  implementation. 
Evaluations  are  short  and  infrequent  (most  are  based  on  two  or  fewer  classroom  observations,  each  60  minutes  or  less), 
conducted  by  administrators  without  extensive  training,  and  influenced  by  powerful  cultural  forces — in  particular,  an 
expectation  among  teachers  that  they  will  be  among  the  vast  m^ority  rated  as  top  performers. 

While  it  is  impossible  to  loiow  whetlier  the  system  drives  the  culture  or  the  culture  the  system,  the  result  is  cleai' — • 
evaluation  systems  fail  to  differentiate  performance  among  teadiers.  As  a  result,  teacher  effectiveness  is  largely  ignored. 
Excellent  teachers  cannot  be  recognized  or  rewarded,  chronically  low-performing  teachers  languish,  and  the  wide 
majority  of  teachers  performing  at  moderate  levels  do  not  get  the  differentiated  support  and  development  they  need  to 
improve  as  professionals. 


Reversing  the  Widget  Effect 

The  Widget  Effect  is  deeply  ingrained  in  the  fundamental  systems  and  policies  that  govern 
the  teachers  in  our  public  schools.  Better  evaluation  systems  may  offer  a  partial  solution,  but 
they  will  not  overcome  a  culture  of  indifference  to  classroom  effectiveness.  Reversing  the 
Widget  Effect  depends  on  better  information  about  instructional  quality  that  can  be  used  to 
inform  other  important  decisions  that  dictate  who  teaches  in  our  schools. 

0 1  I  Adopt  a  comprehensive  performance  evaluation  system  that  fauiy, 
accurately  and  credibly  differentiates  teacliers  based  on  then-  effectiveness 
in  promoting  student  achievement.  Teachers  should  be  evaluated  based  on  their 
ability  to  fulfill  their  core  responsibility  as  professionals — delivering  instruction  that 
helps  students  leani  and  succeed.  This  demands  clear  performance  standards,  multiple 
rating  options,  regular  monitoring  of  administrator  judgments,  and  frequent  feedback 
to  teachers.  Furthermore,  it  requires  professional  development  that  is  tightly  linked  to 
performance  standards  and  differentiated  based  on  individual  teacher  needs. 

The  core  purpose  of  evaluation  must  be  maximizing  teacher  growth  and  effectiveness, 
not  just  documenting  poor  performance  as  a  prelude  to  dismissal. 

02  I  Train  administrators  and  other  evaluators  in  the  teacher  performance 
evaluation  system  and  hold  them  accountable  for  using  it  effectively. 

The  differentiation  of  teacher  effectiveness  should  be  a  priority  for  school 
administrators  and  one  for  which  they  are  held  accountable.  Administrators  must 
receive  rigorous  training  and  ongoing  support  so  that  they  can  make  fair  and  consistent 
assessments  of  performance  against  established  standards  and  provide  constructive 
feedback  and  differentiated  support  to  teachers. 


I  Integrate  the  performance  evaluation  system  with  critical  human,  capital  policies 
and  functions  such  as  teacher  assigmiient,  professional  development,  compensation, 
retention  and  dismissal.  Even  the  best  evaluation  system  will  fail  if  the  information  it  produces 
is  of  no  consequence.  An  effective  evaluation  system  must  be  fully  integrated  with  other  district 
systems  and  policies  and  a  primary  factor  in  decisions  such  as  which  teachers  receive  tenure,  how 
teachers  are  assigned  and  retained,  how  teachers  are  compensated  and  advanced,  what  professional 
development  teachers  receive,  and  when  and  how  teachers  are  dismissed.  Only  by  attaching  stakes 
to  evaluation  outcomes  will  teachers  and  administrators  invest  in  the  hard  work  of  creating  a  truly 
rigorous  and  credible  evaluation  system. 

0-4  I  Adopt  dismissal  policies  that  provide  lower-stakes  options  for  ineffective 
teachers  to  exit  the  district  and  a  system  of  due  process  tliat  is  fair  but  efficient. 

If  the  evaluation  system  is  implemented  effectively,  unsatisfactory  ratings  will  not  be  anomalous, 
surprising  or  without  clear  justification.  Likewise,  the  identification  of  development  areas  and  the 
provision  of  support  will  be  continual.  As  in  other  professions,  teachers  who  see  significantj  credible 
evidence  of  their  own  failure  to  meet  standards  are  likely  to  exit  voluntarily.  Districts  can  facilitate 
this  process  by  providing  low-stalces  options  that  enable  teachers  to  leave  their  positions  without 
being  exiled.  For  teachers  who  must  be  officially  dismissed,  an  expedited,  one-day  hearing  should  be 
sufficient  for  an  arbitrator  to  determine  if  the  evaluation  and  development  process  was  followed  and 
judgments  made  in  good  faith. 

Our  recommendations  outline  a  comprehensive  approach  to  improving  teacher  effectiveness  and 

maximizing  student  learning.  If  implemented  thoroughly  and  faithfully,  we  believe  they  will  enable  districts 
to  understand  and  manage  instructional  quality  wth  far  greater  sophistication.  Improved  evaluation  wiU 
not  only  benefit  students  by  driving  the  systematic  improvement  and  growth  of  their  teachers,  but  teachers 
themselves,  by  at  last  treating  them  as  professionals,  not  parts. 


THE  PROBLEM:  TEACHERS  AS 
INTERCHANGEABLE  PARTS 

Teaching  is  the  essence  of  education,  and  there  is  almost  universal  agreement 

among  researchers  that  teadiers  have  an  outsized  impact  on  student  performance. 
We  know  that  improving  teacher  quality  is  one  of  the  most  powerful  ways — if  not 
Ihe  most  powerful  way — to  create  better  schools.  In  fact,  a  student  assigned  to  a  very 
good  teacher  for  a  single  school  year  may  gain  up  to  a  full  year's  worth  of  additional 
academic  growth  compared  to  a  student  assigned  to  a  very  poor  teadier.  Having  a  series 
of  strong  or  weak  teadiers  in  consecutive  years  compounds  the  impact.  Give  high-need 
students  three  highly  effective  teachers  in  a  row  and  they  may  outperform  students 
taught  by  three  ineffective  teachers  in  a  row  by  as  much  as  50  percentile  points.-' 

The  lesson  from  these  decades  of  research  is  clear:  teachers  matter.  Some  teachers  are 
capable  of  generating  exceptional  learning  growth  in  students;  others  are  not,  and  a 
small  group  actually  hinders  their  students'  academic  progress. 

This  simple  premise — that  teachers  matter — has  driven  The  New  Teacher  Project's 

prior  research  and  continues  to  drive  our  work  today.  Our  2003  lepott,  .A/Essed  (^oriuniiies: 
lioio  We  Keep  High~()uaUty  Teachers  Out  of  Urban  Classrooms,  documented  how  vacancy 
notification  policies,  rigid  stafhng  rules  and  late  budget  timelines  caused  urban 
districts  to  hire  too  late  to  capture  the  highest-quality  teacher  applicants.  Our  2005 
report,  Unintended  Consequences:  The  Case  forHefbTming  ffie  Staffing  Rules  in  Urban  Teachers 
Union  Contracts,  illustrated  how  contractual  staffing  rules,  built  around  the  assumption 
that  any  teacher  could  fill  any  vacancy,  forced  schools  to  hire  teachers  they  did  not 
want  and  teachers  to  take  positions  for  whidi  they  might  not  be  a  good  fit. 

Each  of  these  reports  in  its  own  way  documented  a  flawed  assumption  that 
has  pervaded  Americem  educational  policy  for  decades — the  assumption  that 

teachers  are  interchangeable  parts.  We  have  come  to  call  this  phenomenon  the 
Widget  Effect.  In  the  presence  of  the  Widget  Effect,  school  systems  wrongly 
conflate  educational  access  with  educational  quality;  the  only  teacher  quality  goal 
that  schools  need  to  achieve  is  to  fill  all  of  their  positions.  It  becomes  a  foregone 
conclusion  that,  so  long  as  there  is  an  accredited  teacher — any  teachei — in  front  of 
the  dassroom,  students  are  being  served  adequately. 

While  the  Widget  Effect  pervades  many  aspects  of  our  education  system,  it  is 
in  teacher  evaluation  that  both  its  architecture  and  its  consequences  are  most 
immediately  apparent.  In  this  report,  we  examine  the  central  role  that  the  design 

and  implementation  of  teacher  evaluation  systems  play  in  creating  and  reinforcing 
the  Widget  Effect;  how  teacher  and  administrator  beliefs  about  evaluation  illustrate 
the  Widget  Effect  at  work;  and  how  tlie  Widget  Effect  fiiels  a  policy  framework  that 
ignores  both  strong  and  weak  teacher  performance.  In  the  absence  of  meaningful 
performance  information,  teacher  effectiveness  is  treated  as  a  constant,  not  a  variable, 
and  school  districts  must  instead  rely  on  other  considerations — many  of  them 
unrelated  to  student  academic  success- — ^to  make  critical  workforce  decisions. 


In  the 
presence  of  the 
Widget  Effect, 
school  systems 
wrongly  conflate 
educational 
access  with 
educational 
quality. 


^MrrmU'iWl  ilic  scunc.  level 
' a^s  the  lesi  ofiis.'lliis  ' 
liitiDuih  \ilioseofus  who  I 


'Vfti'oj!  Pifblic  >SV:liooIs  Teacher 


CHARACTERISTICS: 
THE  WIDGET  EFFECT  IN 
TEACHER  EVALUATION 

The  Widget  Effect  is  rooted  in  tlie  failure  of  teacher  evaluation 
systems  to  produce  meaningful  information  about  teacher 
effectiveness.  In  theory,  an  evaluation  system  should  identify 
and  measure  individual  teachers'  strengths  and  weaknesses 
accurately  and  consistently,  so  that  teachers  get  the  feedback 
they  need  to  improve  their  practice  and  so  that  schools  can 
determine  how  best  to  allocate  resources  and  provide  support. 
In  practice,  teacher  evaluation  systems  devalue  instructional 
effectiveness  by  generating  performance  information  that 
reflects  virtually  no  variation  among  teachers  at  all. 

Tliis  fundamental  failing  has  a  deeply  insidious  effect  on  teachers 
and  schools  by  institutionalizing  indifference  when  it  comes  to 
performance.  As  a  result,  important  variations  between  teachers 
vanish.  Excellence  goes  unrecognized,  development  is  neglected 
and  poor  performance  goes  unaddressed. 

All  Teachers  Are  Rated  Good  or  Great 

The  disconnect  between  teacher  evaluation  systems  and 
actual  teacher  performance  is  most  strikingly  illustrated  by  the 
wide  gap  between  student  outcomes  and  teacher  ratings  in 
many  districts.  Though  thousands  of  teachers  included  in  this 
report  teach  in  schools  where  high  percentages  of  students 
fail  year  after  year  to  meet  basic  academic  standards,  less  than 
one  percent  of  surveyed  teachers  received  a  negative  rating  on 
their  most  recent  evaluation.'' 

This  is  not  to  say  that  responsibility  for  a  failing  school  rests 
on  the  shoulders  of  teachers  alone,  or  that  none  of  these 
teachers  demonstrated  truly  high  performance;  however,  there 
can  be  no  doubt  that  these  ratings  dramatically  overstate  the 
number  of  exemplary  teachers  and  understate  the  number 
with  moderate  and  severe  performance  concerns.  These 
data  simultaneously  obscure  poor  performance  and  overlook 
excellence,  as  the  value  of  superlative  teacher  ratings  is 
rendered  meaningless  by  their  overuse. 

To  a  large  degree,  teacher  evaluation  systems  codify  this 

whitewashing  of  pei'formance  differences,  beginning  with 
the  rating  categories  themselves.  Five  of  the  ten  districts  in 
this  study  with  available  teacher  evaluation  rating  data'^  use 
a  binary  rating  system  for  assessing  teacher  performance; 
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teachers  are  categorized  as  either  "satisfactory"  or 
"unsatisfactory."^  There  are  no  shades  of  gray  to  describe 
nuances  in  performance. 

As  Figure  01  illustrates,  in  districts  that  use  binary  ratings, 
virtually  aJl  tenured'  teachers  (more  than  99  percent)  receive 
the  satisfactory  rating;  the  number  receiving  an  unsatisfactory 
rating  amounts  to  a  fraction  of  a  percentage.  In  these  districts, 
it  makes  little  difference  that  two  ratings  are  available;  in 
practice  only  one  is  ever  used. 

FIGURE  01 1  Evaluation  Ratings  for  Tenured  Teachers 
in  Districts  with  Binary  Rating  Systems* 
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JONESBORO 
PUBLIC  SCHOOLS' 
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PUEBLO 
CITY  SCHOOLS 
SV  05-06  to  07-OS 


FIGURE  02  I  Evaluation  Ratings  for 
Tenured  Teachers  in  Districts  with 
Multiple-Rating  Systems* 

AKRON  PUBLIC  SCHOOLS  Sr  05-06  to  07-08 

Improvement 

Outstanding  Very  Good  Satisfactory  Needed  Unsatisfactory 
62&160A%)  332C31.3%j   85(8.0%J    7(0.7%;  0(0.0%; 
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CHICAGO  PUBLIC  SCHOOLS  57  03-04  to  07-08 


Superior  Excellent  Satisfactory 

25,332  (68.7%;  9,176  (24.9%;  2,232  (6.}%; 


Unsatisfactory 

149  (0.4%; 


0  (0%) 


3  (0.3%) 
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SPRINGDALE 
PUBLIC  SCHOOLS 
5/05-0610  07-08" 


1,105 

TOLEDO 
PUBLIC  SCHOOLS 
SY03-0ito07-m 


Satisfactory  Ratings"  (or  equiVa/ent) 
B  Unsatisfactory  Ratings"  {ot  equivalsnx) 

One  might  hope  that  teacher  evaluation  systems  that  employ  a 
broader  range  of  rating  options  would  more  accurately  reflect 
the  performance  differences  among  teachers.  However,  even 
when  given  multiple  ratings  from  which  to  choose,  evaluators 
in  all  districts  studied  rate  the  majority  of  teachers  in  the  top 
category,  rather  than  assigning  the  top  rating  to  only  those 
teachers  who  actually  outperform  the  majority  of  their  peers. 
As  illustrated  in  Figure  02,  in  the  five  districts  with  multiple 
teacliet-  evaluation  ratings  for  which  data  were  available,'^ 
70  percent  of  tenured  teachers  still  received  the  highest  rating.'^ 
Another  24  percent  received  the  second-highest  rating. 

While  districts  using  multiple  rating  systems  do  show  some 
additional  variability  in  teacher  evaluation  beyond  those  using 
binary  rating  systems,  districts  with  four  or  more  ratings  still 
assign  tenured  teachera  the  lowest  two  rating  options  in  one 
out  of  16  cases, '■^  In  each  case,  the  basic  outcome  remains 
true:  almost  no  teachers  are  identified  as  delivering 
unsatisfactory  instruction. 


CINCINNATI  PUBLIC  SCHOOLS  SY03-0'i  to  07-08* 

Proficient/         Not  Proficient/ 
Distinguished  Satisfactory  Basic  Unsatisfactory 

100(57.8%;  60(34.7%)         12(6.9%;  1(0.6%; 


*  ratings  for  domain 
'Teaching  for  Student  Learnir\; 


DISTRICT  U-46  (ELGIN)  SY 03-04  to  06-07 


Excellent 
2,035(88.1%; 


Satisfactory 
264(17.4%; 


Unsatisfactory 

11  (0.5%; 


ROCKFORD  PUBLIC  SCHOOLS  SY  03-04  to  07-08 


Excellent 
1,583  (80.2%; 


Satisfactory 
374(18.9%; 


Unsatisfactory 
18(0.9%; 


*Note:  Evaluation  ratmg  data  in  figures  01  and  02  were  collected  from  each  district. 
Data  are  as  accurate  as  the  records  provided  to  TNTP  for  this  study. 


These  data  often  stand  in  sharp  relief  against  current  levels  of  student  acliievement.  For  example,  in 
Denver  schools  that  did  not  make  adequate  yearly  progress  (AYP),  more  than  98  percent  of  tenured 

teachers  received  the  highest  rating — satisfactory.-'^  On  average,  over  the  last  three  years,  only 
10  percent^'  of  failing  schools  issued  at  least  one  unsatisfactory  rating  to  a  tenured  teacher. 

FiGXJRE  03  I  Frequency  of  Uiisatisfactory  Ratings  in 
Denver  Public  Schools  that  Did  Not  Meet  AYP'* 
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These  findings  are  consistent  with  a  one  year  snapshot  of  data  from  other  districts.  Less  than 
10  percent  of  Rockford's  failing  schools  rated  a  tenured  teacher  unsatisfactory  in  2007-08,  and 
none  of  Cincinnati's  failing  schools  did. 

FiGtmE  04  I  Rockford  Public  Schools  &  Cincinnati 
Public  Schools  AYP  Data  (SYo^-oS)'^ 
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Moreover,  it  is  important  to  note  that  performance  simply  goes  untracked  for  a  subset  of  teachers. 
In  some  cases,  this  is  systemic.  One  of  the  12  districts  studied  does  not  centrally  track  or  record 
any  evaluation  data  at  all.  However,  in  many  other  cases,  it  reflects  the  perfunctory  nature  of  the 
evaluation  system  itself,  as  9  percent  of  teachers  surveyed  appear  to  have  missed  their  most  recent 
scheduled  evaluation." 


r 


t^^^tfl  ja^'i  ^55FT  0(D.Oj^J 

brid^  BtbjH  t^^i'i  t^tsd^'l  pSE^^  fa^:^") 

r  "m  t' ■  ■  ~  I  i  tT-i7;rr|  | , j  T  -i  ■■  f, 

eIq     Sti  6i 


^Si  t&i  ^Si  fifi  \J&I 


Cincinnati 
Public  Schools 


13 


GO 

u 

H 


O 


Excellence  Goes  Unrecognized 

In  a  world  where  all  teachers  are  rated  as  good  or  great,  the  truly  outstanding 
teachers — those  who  ai-e  realizing  life-changing  academic  success  for  their  students — 
cannot  be  formally  identified.  And  if  they  are  not  formally  identified,  schools  cannot 
prioritize  their  retention  or  leverage  them  to  develop  and  improve  their  colleagues. 

In  theory,  districts  should  be  able  to  identify  their  top  performers  by  awarding  them 
the  highest  rating  on  the  evaluation  scale,  but  as  previously  illustrated,  the  highest 
rating  is  awarded  to  many  more  teachers  than  can  possibly  fall  into  this  category. 
The  dilution  of  the  highest  rating  category  is  reflected  in  teacher  and  administrator 
perceptions  about  how  this  category  is  defined.  Nearly  a  quarter  of  administrators 
(24  percent)  and  nearly  a  fifth  of  teachers  (18  percent)  equate  their  district's  highest 
rating  with  a  teacher  who  is  merely  effective  or  even  somewhat  effective,  rather  than 
seeing  that  rating  as  reserved  for  those  who  are  truly  exceptional.^' 

In  the  absence  of  a  mechanism  for  identifying  and  rewarding  outstanding" 
performers,  the  average  effort  becomes  the  bar  for  the  mark  of  excellence. 
In  a  subset  of  districts'^  where  teachers  were  asked  to  rate  their  instructional 
performance  on  a  scale  from  1  to  10,  more  than  43  percent  rated  themselves  a  9  or 

higher  (see  Figure  05).  These  teachers  are  not  irrationally  inflating  their  estimate  of 
their  teaching  performance;  they  are  simply  responding  to  an  environment  in  which 
all  are  assumed  to  be  superior  performers. 

FIGURE  OS  1  Teacher  Assessments  of  Their  Own  Instructional  Performance 
ON  A  SCALE  OF  1  TO  10,  HOW  WOULD  YOU  RATE  YOUR  INSTRUCTIONAL  PERFORMANCE? 
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If  districts  could  systematically  identify  which  teachers  perform  at  the  highest  level, 
they  could  use  this  information  to  inform  teaching  assignments,  target  teachers  for 

teacher  leader  positions,  and  prioritize  the  retention  of  these  teachers.  In  the  absence 
of  this  information,  however,  excellence  cannot  be  recognized  or  rewarded.  As  in 
other  areas  studied,  there  is  broad  agreement  among  teachers  and  administrators 
that  this  is  a  problem.  Fifty-nine  percent  of  teachers  and  63  percent  of  administrators 
from  the  four  study  sites  where  we  surveyed  more  deeply  on  the  topic  report  their 
district  is  not  doing  enough  to  identify,  compensate,  promote  and  retain  the  most 
effective  teachers.^^ 


Development  Is  Limited 
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The  damage  of  ignoring  differences  in  teacher  effectiveness 
is  not  isolated  to  the  limited  recognition  of  excellence; 
an  equally  troubling  consequence  is  that  teachers  rarely 

receive  meaningful  feedback  on  their  performance  through 
the  formal  evaluation  system.  In  the  12  districts  studied, 
development  areas  were  identified  for  only  26  percent  of 
teachers  during  their  most  recent  evaluations.'* 

In  other  words,  nearly  3  of  4  teachers  went  through  the 
evaluation  process  but  received  no  specific  feedback  about 
how  to  improve  their  practice.  This  is  true  even  for  novice 
teachers  who  are  most  in  need  of  actionable  feedback 
as  they  learn  their  craft — only  43  percent  of  teachers 
in  their  first  four  years  had  any  development  areas 
identified.  It  is  inconceivable  that  74  percent  of  teachers, 
and  57  percent  of  teachers  in  their  first  four  years,  do  not 
require  improvement  in  any  area  of  performance. 

Some  may  argue  that  administrators  prefer  to  give 
teachers  critical  feedback  outside  the  formal  evaluation 
process.  However,  47  percent^^  of  teachers  report  not 
having  participated  in  a  single  informal  conversation  with 
their  administrator  over  the  last  year  about  improving 
aspects  of  their  instructional  performance.  In  addition, 
of  the  relatively  small  group  of  teachers  who  had  a 
performance  area  identified  as  in  need  of  improvement 
or  unsatisfactory,  62  percent  said  they  were  not  aware  of 
performance  concerns  before  their  evaluation.^^ 


This  suggests  that  many  administrators  do  not 
regularly  or  proactively  offer  feedback  on  instructional 
performance  outside  of  the  formal  evaluation  process. 

While  districts  often  fail  to  identify  areas  where  teachers 
are  in  need  of  improvement,  they  also  fail  to  provide 
targeted  support  to  the  subset  of  teachers  who  have  had 
development  areas  identified.  Less  than  half  (45  percent^') 

of  teachers  across  all  districts  who  had  development 
areas  identified  on  their  most  recent  evaluations  said  they 
received  useful  support  to  improve  those  areas. 

Constructive  feedback  that  specifies  areas  for 
development  is  a  critical  facet  of  any  performance 
evaluation,  even  for  strong  performers.  In  theory,  even 
if  virtually  all  teachers  are  rated  as  good  or  great,  their 
evaluations  could  provide  them  with  valuable  feedback 
they  could  use  to  improve  their  instructional  practice. 
However,  that  theoretical  potential  currently  goes 
unrealized  and  teachers  are  too  often  denied  both  the 
knowledge  and  the  opportunity  to  improve. 

As  a  result,  it  is  not  surprising  that  so  many  teachers 
believe  that  the  current  evaluation  system,  and  the 
absence  of  meaningful  feedback  it  produces,  does  them 
a  disservice.  Only  42  percent  of  teachers  agree  that 
evaluation  allows  accurate  assessment  of  performance 
and  only  43  percent  of  teachers  agi^e  that  evaluation 
helps  teachers  improve.^* 
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Novice  Teachers  Receive 

No  Special  Attention  or  Scrutiny^ 

One  could  argue  teacher  ratings  are  so  high  and  development 
is  so  limited  because  probationary  teachers  undergo  a  rigorous 
screening  process  through  which  weak  performers  are 
weeded  out.  According  to  this  line  of  argument,  all  the  poorly 
performing  teachers  were  effectively  ushered  out  while  they 
were  still  novices.  Yet  as  illustrated  in  Fiffire  06,  our  research 
found  no  evidence  that  teachers  are  subject  to  a  rigorous 
screening  process  during  their  probationary  periods;  only  a 
fraction  of  teachers  are  "non-renewed"  by  the  districts  when 
they  have  the  opportunity  to  do  so. 

As  a  result,  though  the  awarding  of  tenure  status  has  the 
potential  to  recognize  effective  teaching  and  to  transition  out 
teachers  who  are  unable  to  reach  a  reasonable  performance 
standard,  in  practice  there  is  no  observable  rigor  applied  to  the 
tenure  decision.  It  is  not  surprising  that  many  administrators 
(41  percent)  report  that  they  have  never  non-renewed  a 
teacher  in  his  or  her  final  probationary  year  because  they 
found  that  teacher's  performance  unworthy  of  tenure. 
Moreover,  76  percenl^"  of  novice  teachers  express  confidence 
that  they  will  receive  tenure  even  before  they  have  completed 
the  probationary  period,  often  because  they  have  consistently 
received  superlative  ratings — even  as  first-year  teachers. 

This  lack  of  rigor  also  leads  to  a  hmited  focus  on  development 
for  novice  teachers.  Though  it  is  widely  recognized  that 
teadiers  are  less  effective  in  their  first  years  in  the  classroom, 
differences  in  performance  tend  to  go  unremarked  from  the 
very  beginning  of  a  teacher's  career.  Novice  teachers  begin 
receiving  the  highest  rating  when  they  start  their  career  or 
within  a  few  years  of  being  hired,  with  66  percent  of  novice 
teadiers  in  districts  with  multiple  ratings  receiving  a  rating 
greater  than  "satisfactory"  on  their  most  recent  performsuice 
evaluation.'"  By  giving  novice  teachers  high  ratings  from  the 
day  they  begin  teaching,  schools  communicate  inattention 
to  and  low  expectations  for  instructional  performance. 
Furthermore,  they  miss  a  critical  window  of  opportunity 
to  focus  new  teachers  on  their  instructional  strengths  and 


'New  teachers  are  given  so  little 
support  in  my  district  that 
sometimes  they  are  simply 
doomed  to  fail.  Yet,  no  one 
notices  and  they  finish  their 
probationary  status  without  a 
negative  evaluation" 

-Denver  Public  Schools  Teacher 


FIGURE  06 1  Non-renewal  Patterns  of 
Probationary  TeachersJ- 

Number  of 
non-renewaU  for 
performance  in 
5  years 


SCHOOL  DISTRICT  I 


Denver^  Public  Schools 

132 

3.0% 

Jonesboro  Public  Schools 

0 

0.0% 

Chlcago^^  Public  Schools 

29 

0.1% 

District  U-46  (Elgin) 

28 

0.9% 

Toledo  Public  Schools^ 

7 

0.9% 

Cincinnati  Public  Schools 

7 

0.1% 

Average  percent  of 
probationary  teachers 

non-renewed  for 
performance  each  year 
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"I  think  it  gives  the  hard  working, 
honest  teachers  a  had  reputation 
being  lumped  together  with  a 
group  of  sub-par  teachers. 
What's  even  worse  is  that  our 
principal  does  absolutely 
nothing  about  any  of  this." 

'Aliwn  Public  Schools  Teacher 


FIGURE  07 1  Percent  of  Poor  Performers 
Teachers  Observe  in  Their  Schools  vs. 
Percent  of  Teachers  Given  an 
Unsatisfactory  Rating^* 
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Average  percent  of 
tenured  teachers  identified 
as  poor  performers 
by  other  teachers 


Actual  percent 
of  tenured  teachers 
receiving  an 
Unsatisfactory  rating 


Chicago 
Public  Schools 


Akron 
Public  Schools 


8% 


5% 


0% 


weaknesses  during  a  formative  point  in  their  careers.  Instead 
of  getting  meaningful  feedback  about  what  they  are  doing 
right  and  wrong  in  their  instructional  practice,  new  teachers 
mostly  get  the  message  that  their  actual  performEuice  has  little 
bearing  on  how  they  are  rated. 

Poor  Performance  Goes  Unaddressed 

It  goes  without  saying  that  teacher  dismissal  has  become  a 
polarizing  issue  in  the  education  community;  however,  we 
found  that  teachers  and  administrators  broadly  agree  about 
the  existence  and  scope  of  the  problem  and  about  what  steps 
need  to  be  taken  to  address  poor  performance  in  schools. 
In  fact,  an  overwhelming  majority  of  both  teachers 
(68  percent)  and  administrators  (91  percent)  agree  or 
strongly  agree  that  dismissing  poor  performers  is  important 
to  maintaining  high-quality  instructional  teams.  This  may 
seem  self-evident,  but  it  suggests  a  consensus  that  teacher 
performance  management  should  entail  accountability,  not 
just  development. 

In  the  four  districts  where  we  surveyed  more  deeply,  teachers 
and  administrators  agree  tliat  there  is  a  small  but  significant 
subset  of  teachers  who  perform  poorly,  with  81  percent  of 
administrators  and  57  percent  of  teachers  reporting  that  there  is 
a  tenured  teacher  in  their  school  who  delivers  poor  instruction.^' 
In  Fiffire  07,  we  examine  the  levels  of  poor  instructional 
performance  teachers  observe  in  their  schools  and  compare  it 
to  the  actual  number  of  unsatisfactory  ratings  given  in  Chicago 
and  Akron.^*  The  data  confirm  what  teachers  and  school 
administrators  report — the  number  of  teachers  identified  as 
unsatisfactory  is  miniscule  and  far  lower  than  the  percentage  of 
poor  performers  observed  by  their  colleagues. 

Moreover,  43  percent  of  teachers  across  all  districts  believe 
that  there  is  a  tenured  teadier  in  tlieir  sdiool  who  should  be 
dismissed  for  poor  instructional  performance  but  has  not  been. 
Yet  experienced  teachers  are  almost  never  actually  dismissed  for 
poor  performance.  Most  administrators  have  not  initiated  the 
dismissal  of  a  single  tenured  teacher  in  the  past  five  years.^* 
In  fact,  the  number  of  dismissals  for  performance  in  each 
district  studied  can  be  counted  in  the  single  digits,  if  at  all. 
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FIGURE  OS  I  Frequency  of  Tenured  Teacher  Dismissals  for  Performance 


H 

GO 


AKRON 
SY  05-06  to  07-08 
0  formal  dismissals 


CHICAGO 
SY  04-05  to  07-08 
9  formal  dismissals 


CINCINNATI 
SY  03-04  to  07-08 
2  formal  dismissals 


DENVER 
SY  05-06  to  07-08 
0  formal  dismissals 


DISTRICT  U-46  (ELGIN) 
SY  03-04  to  SY  07-08 
0  formal  dismissals 


0% 


.01% 


.04% 


0% 


0% 


Average  percentage  of  tenured  teachers  dismissed  for  performance  annually 
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0% 


0% 


.07% 


0% 


.01% 


JONESBORO 
SY03  04toSY07-08 
0  formal  dismissals 


PUEBLO 
SY  05-06  to  SY  07-03 
0  formal  dismissals 


ROCKFORD 
SY  05-06  to  SY  07-08 
2  formal  dismissals 


SPRINGDALE 
SY 06-07  to  SY  07-08 
0  formal  dismissals 


TOLEDO*' 
SY  03-04  to  SY  07-08 
1  formal  dismissal 


Note:  Teacher  dismissal  for  performance  data  was  cx>llected  from  ten  districts,  representing  some  combination  of  school 
years  2003-04  through  2007-08." 


It  is  not  surprising  then  that  most  teachers  (68  percent^^  believe  that  pool- 
performance  is  overlooked  by  administrators.  This  is  essentially  confirmed  by 
administrators  themselves,  86  percent**  of  whom  say  they  do  not  always  pursue 
dismissal  even  if  it  is  warranted.  School  administrators  appear  to  be  deterred  from 
pursuing  remediation  and  dismissal  because  they  view  the  dismissal  process  as  overly 
time  consuming  and  cumbersome,  and  the  outcomes  for  those  who  do  invest  the 
time  in  the  process  is  uncertain.  Even  for  the  small  number  of  administrators  that 
actually  do  attempt  the  process,  fully  half  report  that  it  yielded  an  outcome  other 
than  dismissal. 

While  all  of  the  districts  studied  share  the  goal  of  an  evaluation  system  that  can 
identify  instances  of  ineffective  performance  so  administrators  can  properly  intervene, 
the  data  make  clear  that  this  does  not  occur.  Despite  the  fact  that  teachers  and 

administrators  report  that  poor  performance  is  commonplace,  intervention  appears 
to  be  extremely  rare  when  compared  to  the  scope  of  the  problem  (see  Figure  09). 
We  are  left  to  conclude  that  current  systems  for  managing  teacher  performance  fail 
to  function  on  the  most  bsisic  level — addressing  poor  instructional  performance. 


FIGURE  09 1  Perceived  Need  for  Dismissals  vs.  Actual  Disiriissals,  by  District 
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H  Average  percent  of  tenured  teachers  who  school  administrators  believe  should  be  dismissed  for  poor  performance 
H  Average  percent  of  actual  dismissals  of  tenured  teachers  for  performance 


The  Impact  on  High-Need  Schools 

Though  poor  performance  goes  unaddressed  in  most  schools,  our  data  indicate  that  the  problem  is  most  acute 
ill  the  highest-need  schools.  These  data  are  consistent  across  multiple  districts and  with  research  that  reflects 
that  poor  and  minority  children,  who  have  the  greatest  need  for  effective  teachers,  are  least  likely  to  get  them. 

FiGuiJE  10 1  In  your  opinion,  are  there  tenured  teachers  in  your  school  who 
dehver  poor  instruction? 


Percentage  Of  Teachers 
Answering  "Yes" 


^e^-PERCENTAGEOF  % 
SCHOOLS  SiUDENTS  ~ 
WHO  ARE  ELIGIBLE  FOR, 
FREE  AND  REDUCED:, 
PRICE  li 


Percentage  Of  School  Administrators 
Answering  "Yes" 


FLAWS  IN 

EVALUATION  PRACTICE 
AND  IMPLEMENTATION 

While  most  teacher  evaluation  systems  espouse  grand 
intentions  for  teacher  development,  assessment  and 
improvement,  the  data  above  show  that  all  too  often  the 

outcome  fails  to  equal  the  intent.  Instead,  the  process  becomes 
devalued.  Evaluations  are  perfunctory,  school  districts  do 
not  invest  in  administrator  capacity  to  provide  meaningful 
feedback,  and  teachers  come  to  expect  that  they  will  receive 
only  positive  feedback. 

Teacher  Evaluations  Are  Perfunctory 

The  current  evaluation  process  reflects  and  codifies  the 
assumption  underlying  the  Widget  Effect — ^that  all  teachers  are 
essentially  interchangeable.  Operating  under  a  belief  system 
that  one  teacher  is  as  good  as  any  other,  schools  invest  very 
little  time  or  effort  in  evaluating  teachers.  Instead,  they  apply 
a  perfunctory  process,  at  best  designed  to  capture  a  snapshot 
of  a  teacher's  instructional  performance  at  a  moment  in  time. 
Across  the  four  states  studied,  all  probationary  teachers  must 
be  evaluated  annually;  however,  tenured  teachers  may  not  be 
required  to  be  evaluated  at  all,  or  only  once  every  few  years. 


"Ifs  the  easiest  thing  for 
administrators  to  do.  Ifs  the  path  of 

least  resistance.  They  don't  have  time 
or  often,  even  the  authority,  to  coach 
or  correct  ineffective  teachers.  The 
good  teachers  remain  unrewarded  for 
doing  fantastic  jobs,  while 
had  teachers  get  to  coast  along." 

-Little  Rock  Public  Schools  Teacher 
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FIGURE  11 1  State  Teacher  Evaluation  Requirenaents  m  Brief 
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Evaluation 
Frequency 


 AR  

Probat/onaiy  Tenured 
no  requirement  no  requirement 


 CO  

Probationary  Tenured 
1  per  year      1  every  3  years 


  IL  

Probationary  Tenured 
1  per  year       1  every  2  years 


■OH 


Probationary  Tenured 
2  per  year      no  mii  iirninn 


#  of  Observations 
Required 


3  per  year       no  minimum 


1 


1  1 

(2  per  year  in  (2  per  year  in 
Chicago  only)      Chicago  only) 


Duration 
of  Observations 


no  requirement  no  requirement 


no  requirement  no  requirement 


no  requirement    no  requirement 


30  minutes  30  minutes 
or  more  or  more 


Moreover,  only  five  of  the  districts  studied  track  evaluation 
results  electronically,  a  step  that  would  at  least  provide 
the  opportunity  to  easily  monitor  and  use  evaluation 

information  to  inform  decision-making  at  a  school  and 
district-wide  level.  Other  districts  record  evaluations  in 
paper  files,  typically  housed  at  the  central  office. 

Not  surprisingly,  school  administrators  spend  very  little 
time  on  what  is  a  largely  meaningless  and  inconsequential 
evaluation  process.  Most  teacher  eveJuations  are  based 
on  two  or  fewer  classroom  observations  totaling 
76  minutes  or  less.  Across  all  districts,  64  percent  of 
tenured  teachers  were  observed  two  or  fewer  times  for 
their  most  recent  evaluation,  for  an  average  total  of 
75  minutes.   Probationary  teachers  receive  litde  additional 
attention  despite  their  novice  status;  59  percent  of 
probationary  teachers  were  observed  two  or  fewer  times 


for  their  most  recent  evaluation,  for  an  average  total  of 
81  minutes,  a  mere  six  additional  minutes.  Clearly,  effective 
evaluation  amounts  to  far  more  than  how  much  time  an 
administrator  spends  in  a  teacher's  classroom,  but  the 
infrequency  and  brevity  of  administrator  observations 
underscores  their  inattention  to  performance. 

Equally  important,  evaluators  spend  no  more  time  to 
observe  or  give  feedback  to  the  small  number  of  teach- 
ers identified  as  mediocre  or  poor  performers  than  they 
spend  with  highly  rated  teachers.  Teachers  receiving 
lower  than  the  highest  rating  report  the  same  number  of 
observations  as  their  more  highly  rated  colleagues  and  the 
same  amount  of  informal  feedback. 


FIGURE  12^'  I  Number  of  classroom 
observations  by  evaluator,  prior  to  evaluator 
assigning  final  evaluation  rating(s). 


FIGURE  13-""  I  Average  minutes  of  a  classroom 
obsei"vation,  prior  to  a  teacher  being  assigned 
a  final  evaluation  rating(s). 
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65  percent  of  the  lower-rated  teachers  and  62  percent  of 

highest-rated  teachers  report  2  or  fewer  observations  during  their  last 
evaluation  cycle/* 

58  percent  of  lower-rated  teachers  receive  informal  feedback  as 
compared  to  56  percent  of  highest-rated  teachers/' 

Even  when  performance  is  clearly  an  issue — as  represented  by  the  small  number  of 

teachers  who  received  the  lowest  rating  on  their  last  evaluation — evaluators  fail  to 
invest  significant  time  monitoring  instruction.  Among  the  small  number  of  teachers 
receiving  the  lowest  rating,  74  percent  report  tliat  they  were  observed  three  or  fewer 
times  despite  significant  concerns  about  their  performance. 


"I  do  not  feel  adequately  trained  to  conduct  a  teacher  evaluation. 
There  are  evaluation  tools,  hut  no  one  reviews  them  with  you.  We  are 
not  trained  on  the  process.  As  a  first  year  principal,  you  try  it  and  you 
move  through  the  process  because  it  has  to  he  done." 

-Toledo  Public  Schools  Principal 


School  Administrators 
Receive  Limited  Training 

Given  the  low  priority  assigned  to  teadier  evaluation,  it 
comes  as  no  surprise  that  school  districts  invest  minimally 
in  evaluation  training  for  school  administrators.  In  many 
districts,  evaluation  training  is  a  one-time  endeavor 
provided  either  when  an  administrator  is  new  in  his  or  her 
position  or  when  the  district  implements  a  revised  teadier 
evaluation  system.  Consequently,  school  administrators  are 
ill-equipped  to  evaluate  teachers  effectively. 

Background  conversations  conducted  with  district 
staff  suggest  that,  in  many  of  our  study  sites,  school 
administrators  receive  varying  levels  of  training  on  how 
to  conduct  an  effective  teacher  evaluation.  For  example, 
in  the  Cincinnati  Public  Schools,  evaluation  training  can 
be  provided  upon  request.  In  Chicago  Public  Schools 
and  District  U-46  (Elgin),  training  may  occur  once  a  year 
for  a  limited  number  of  principals,  but  not  all.  In  other 
districts,  including  El  Dorado  Public  Scliools  and  Akron 
Public  Schools,  it  simply  does  not  occur. 

As  a  result,  across  all  study  sites,  51  percent  of  school 
administrators  describe  their  level  of  training  in  how 
to  conduct  an  effective  evaluation  as  "very  extensive" 
or  "extensive"'^''  and  school  administrators  with  more 

evaluation  training  are  more  likely  to  report  that  they 
enforce  a  high  standard  for  instructional  performance. 

Yet,  it  is  important  to  note  that  extensive  training  alone 
did  not  produce  a  significant  change  in  evaluation 
outcomes.  School  administrators  with  more  extensive 
training  report  increased  percentages  of  teachers  enrolled 
in  remediation  or  dismissed  for  delivering  poor  instruction 
than  school  administrators  witli  less  training.  Yet  even 
among  those  who  report  "very  extensive"  training,  only 
36  percent  have  recommended  dismissal  of  a  tenured 
teacher  for  poor  instruction  in  the  last  five  years. 


Teacher  Expectations  Are  Si<ewed 

It  is  tempting  to  believe  that  simply  requiring  more 
frequent  and  thorough  evaluations  would  result  in 
more  rigorous  and  accurate  assessments  of  teacher 
performance  and  increase  teachers'  confidence  in  and 
esteem  for  the  evaluation  process.  Howevei',  we  believe 
these  reforms,  while  necessary,  would  be  insufficient 
because  the  minimal  nature  of  the  process  speaks  to  a  far 
deeper  problem  in  the  culture  of  schools:  the  assumption 
that  not  only  are  all  teachers  the  same,  but  that  they  are 
all  performing  at  a  high  level. 

Our  research  reflects  that  there  is  a  strong  and  logical 
expectation  among  teachers  that  they  will  receive 
outstanding  performance  ratings.  While  the  vast 
majority  of  teachers  receive  the  highest  rating,  those 
teachers  ■who  do  not  receive  it  tend  to  believe  that  the 
higher  rating  was  warranted. 

In  the  six  districts  with  multiple-rating  scales  for  which 
survey  data  were  available,^-'  49  percent  of  probationary 
teachers  and  77  percent  of  tenured  teachers  indicated  that 
they  believe  they  should  have  received  the  highest  rating 
on  their  most  recent  evaluation.  In  the  four  districts  with 
binary  rating  scales  for  which  survey  data  were  available,''^ 
99  percent  of  probationary  and  100  percent  of  tenured 
teachers  think  they  should  have  received  the  highest  rating 
(Satisfactory)  on  tlieir  most  recent  evaluation. 

Even  teachers  who  ar  e  just  beginning  their  careers  believe 
tliey  deserve  the  highest  peiformance  ratings  and  are 
dissatisfied  if  they  are  rated  good,  not  great.  This  inflated 
sense  of  peiformance  is  evident  in  the  self-assessment  ratings 
of  novice  teachers.  In  a  subset  of  districts'^  where  teachers 
were  asked  to  assess  their  own  instructional  performance  on 
a  scale  of  1  to  10, 69  percent  of  novice  teachers  rated  their 
instnictional  pei-formance  an  8  or  liigher. 


"Many  teachers  are  accustomed  to  receiving  a  'superior'  rating 
and  simply  do  not  accept  anything  lower.  It  also  seems  to  he 
an  easier  way  out  for  the  administrators,  rather  than  have  a 
confrontation  with  the  teacher." 

-Chicago  Public  Schools  Teacher 
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FIGURE  14 1  Teachers'  Self  Assessments  of  Instructional  Performance 

ON  A  SCALE  OF  1  TO  10,  HOW  WOULD  YOU  RATE  YOUR  INSTRUCTIONAL  PERFORMANCE? 
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1x1  a  system  where  negative  or  even  less  than  perfect 

performance  ratings  are  given  only  rarely,  teachers 
naturally  develop  aa^  expectation  that  they  will  be  among 
the  large  majority  considered  top  performers.  In  this 
context,  teachers  perceive  low  or  negative  ratings  not  in 
terms  of  what  they  communicate  about  performance  but 
as  a  personally-directed  insult  or  attack.  The  response 
is  understandable  in  the  context  of  the  current  system, 
where  so  few  teachers  get  critical  feedback  of  any  kind. 
When  their  evaluation  does  include  criticism,  they  feel  as 
though  they  have  been  singled  out  while  other  examples 
of  poor  performance  go  unaddressed. 


This  creates  a  culture  in  which  teachers  are  strongly 
resistant  to  receiving  an  evaluation  rating  that  suggests 
their  practice  needs  improvement.  Schools  then  find 
themselves  in  a  vicious  cycle;  administrators  generally 
do  not  accurately  evaluate  poor  performance,  leading 
to  an  expectation  of  high  performance  ratings,  which, 
in  turn,  cause  administrators  to  face  stiff  cultural 
resistance  when  they  do  issue  even  marginally  negative 
evaluations.  The  result  is  a  dysfunctional  school 
community  in  which  performance  problems  cannot  be 
openly  identified  or  addressed. 


POLICY  IMPLICATIONS 
OF  THE  WIDGET  EFFECT 

By  failing  to  produce  meaningful  information  about  instructional  effectiveness, 
teacher  evaluation  systems  severely  limit  the  ability  of  schools  and  school  systems  to 
consider  performance  when  answering  critical  questions  or  making  strategic  decisions 
about  their  teacher  workforce.  On  paper,  all  teachers  appear  to  be  equally  effective 
and  interchangeable,  so  schools  begin  to  treat  them  as  such.  It  is  in  tliis  way  that  the 
"Widget  Effect  takes  root. 

The  Widget  Effect  endures  because  there  is  no  mandate  for  teacher  evaluations  to  do 
more  than  identify  a  few  teachers  as  egregiously  incompetent.  Performance  ratings 
are  not  used  for  critical  decisions.  Unless  a  teacher  is  identified  for  improvement 
or  dismissal  due  to  a  performance  assessment  suggesting  near-total  incompetence, 
evaluations  tend  to  have  no  consequences,  positive  or  negative. 

As  a  result,  the  current  education  policy  landscape  is  chiefly  cliaracterized  by 
indifference  toward  instructional  quality.  There  is  no  consequence  for  medicare  or 
below  average  teaching,  as  long  as  a  teacher  is  not  one  of  the  unlucky  few  to  be  rated 
unsatisfactory  and  face  remediation  (and  even  then,  it  is  often  overlooked).  Ineffective 
teachers  receive  salary  step  increases  each  year.  They  may  be  assigned  to  work  with 
any  group  of  students,  even  those  who  are  years  behind  in  academic  progress  and 
most  in  need  of  accelerated  progress.  They  do  not  receive  differentiated  professional 
development  to  help  them  improve. 

The  indifference  extends  to  the  top  end  of  the  performance  scale  as  well. 
For  example,  an  exceptional  performance  rating  does  not  provide  protection  from 
layoff  for  a  teacher  in  any  of  the  12  districts  studied.  An  outstanding  instructor  has 
no  additional  right  to  choose  curricular  materials  for  her  courses,  to  pjirticipate  in  the 
selection  or  induction  of  newly  hired  teachers,  or  to  receive  a  raise.  In  short,  there  is 
litde  or  no  benefit  associated  with  being  among  the  best. 

In  the  absence  of  policy  systems  based  on  instructional  effectiveness,  districts  make 
decisions  about  teachers  in  other  ways.  Most  often,  districts  default  to  using  a 
teacher's  length  of  service  in  the  system  as  a  proxy  for  effectiveness  and  the  basis 
for  most  high-stakes  decisions. 


"There  are  teachers  who  pour  their  hearts  and  souls  into  teaching. 
It  is  heartbreaking  to  know  that  all  students  may  have  gained  in  your 
classroom  will  not  he  continued  as  they  move  forward.  This  causes 
resentment  and  frustration  in  our  school  culture." 

-Chicago  Public  Schools  Teacher 
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00  FIGURE  15 1  The  Widget  Effect  in  Action:  Where  Evaluation  Outcomes 
^         Are  a  Factor  in  Important  Human  Capital  Decisions** 
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In  Chicago,  where  teachers  and  administrators  were  asked  about  whether 
effectiveness  should  be  a  factor  in  these  decisions,  the  vast  majority  of  administrators 
(86  percent)''-^  reported  that  they  would  spend  more  time  and  effort  on  the  evaluation 
process  if  evaluations  held  more  importance  for  other  decisions/"^  Similarly,  teachers 
also  indicated  that  evaluations  should  be  considered  in  decisions  such  as  wliich 
teachers  lose  their  position  during  budget  cuts,  with  78  percent-'''  of  teachers  in 
Chicago  reporting  that  these  choices  should  be  informed  by  additional  factors  other 
than  length  of  service  teaching  in  the  district  (seniority). 

Given  the  profound  impact  of  the  Widget  Effect,  it  is  not  surprising  that  only 
49  percent  of  teachers  and  only  44  percent  of  administrators  agree  or  strongly 
agree  that  their  district  enforces  a  high  standard  of  instructional  performance  for 
all  teachers.  It  is  a  change  in  this  number  that  will  ultimately  act  as  a  barometer  for 
whether  our  schools  have  eliminated  the  Wdget  Effect  and  introduced  a  new  culture 
that  promotes  and  supports  instructional  effectiveness. 
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)l  improve  despite  receiving  su]5porL 


These  recommendations  are  interlinked  and  co-dependent; 
adopting  one  or  two  while  ignoring  others  will  not  eliminate 
the  Widget  Effect  or  produce  the  quantum  leaps  in  student 
achievement  our  children  deserve. 

01 1  Adopt  a  comprehensive  performance 
evaluation  and  development  system  that  fairly, 
accurately  and  credibly  differentiates  teachers 
based  on  their  effectiveness  in  promoting  student 
achievement  and  provides  targeted  professional 
development  to  help  them  improve. 

Teachers,  as  professionals,  should  have  their  performance 
assessed  based  on  their  ability  to  succeed  at  the  core  mission  of 
our  public  sdiools — to  deliver  instruction  that  fosters  student 
academic  growth.  Such  a  system  has  to  recognize  that  teachers 
perform  at  varying  levels — they  are  not  interchangeable  parts 
with  uniform  attiibutes,  strengths  and  weaknesses. 

In  order  to  be  successful,  it  is  critical  that  a  teacher 
evaluation  system  be  credible;  credible  to  teachers,  to 
administrators,  to  superintendents,  to  school  boards  and 
to  parents.  There  is  no  single  "correct"  model  of 
performance  evaluation,  but  credible  systems  will  share 
several  characteristics: 

Clear  and  straightforward  performance 

standards  focused  on  student  achievement  outcomes. 

Multiple,  distinct  rating  options  that  allow 

administrators  to  precisely  describe  and  compare 
differences  in  instructional  performance. 

Regular  monitoring  and  norming  of  administrator 
judgments  (e.g.,  through  or  with  the  aid  of  peer  evaluations, 
independent  or  third  party  reviews,  and/or  teacher  surveys).^' 

Frequent  and  regular  feedback  to  teachers 

about  whether  and  how  their  teaching  performance  meets, 

exceeds  or  fails  to  meet  standards. 

Professional  development  that  is  linked  to  the 
performance  standards  and  differentiated  based  on  indi- 
vidual teacher  needs. 

Intensive  support  for  teachers  who  fall  below 
performance  standards. 


VALUE-ADDED  DATA  AND 
TEACHER  EVALUATION 

Some  districts  and  states  have  developed 
"value-added"  models  to  assess  the 
impact  of  individual  schools  and  teachers 
on  student  achievement  These  models 
use  various  predictive  factors  to  determine 
how  well  students  are  expected  to  achieve 
on  standardized  tests  and  then  measure 
the  positive  or  negative  variation  from  that 
expected  performance  level  as  a  means  of 
evaluating  the  impact  of  individual  teachers. 
These  models,  which  have  shown  both  to 
reliably  predict  the  future  impact  of  many 
teachers  and  to  correlate  with  administrator 
evaluations  of  classroom  performance,  are 
promising.  However,  they  cannot  serve  as 
a  substitute  for  a  comprehensive  teacher 
evaluation  system.  First,  value-added  models 
apply  typically  only  to  a  minority  of  teachers, 
those  in  annual  testing  grades  and  subjects 
in  elementary  and  middle  schools.  Second, 
while  value-added  models  may  be  useful 
in  identifying  the  impact  of  teachers  on 
the  margins  of  the  performance  spectrum, 
they  are  less  reliable  in  differentiating 
among  teachers  in  the  middle  ranges  of 
performance.  Value-added  can  be  a  useful 
supplement  to  a  performance  evaluation 
system  where  a  credible  model  is  available 
and  may  be  appropriate  for  wider  use  as 
student  assessment  systems  and  value-added 
models  evolve.^' 


UNPRECEDENTED 
OPPORTUNITIES  FOR 
IMPLEMENTATION 
AND  SUPPORT 

These  recommendations  are  ambitious 
and  comprehensive,  befitting  the 
demonstrable  need  for  dramatic  change 
in  our  schools.  However,  they  are  also 
pragmatic  and  achievable.  While  there 
will  clearly  be  significant  transition  costs 
associated  with  the  implementation 
of  our  recommendations,  there  are 
also  unprecedented  opportunities  for 
schools  to  obtain  external  funding  for 
this  purpose.  iVlajor  philanthropies  are 
investing  in  human  capital  reform  in  K-12 
education  at  historic  levels/"  and  the 
American  Recovery  and  Reinvestment 
Act  Includes  substantial  new  funding 
for  teacher  effectiveness  reform.'*' 
In  addition,  school  districts  may  be 
able  to  reallocate  the  substantial 
funding  they  currently  dedicate 
to  undifferentiated  professional 
development  to  provide  better 
evaluation  systems  and  more  relevant 
professional  development  to  meet  the 
needs  of  their  teachers.^^ 


I  Train  administrators  and  other  evakiators 
in  the  teacher  performance  evakiation  system  and 
hold  them  accountable  for  using  it  effectively. 

In  order  for  a  performance  evaluation  system  to  fairly  and 
accurately  reflect  variations  in  teacher  effectiveness,  those 
who  are  conducting  the  evaluations — principals,  assistant 
principals,  peers  or  third  parties — must  be  well  trained  in 
setting  rigorous  but  achievable  performance  standards, 
objectively  measuring  teacher  performance  against  tliose 
standards,  providing  constructive  and  actionable  feedback 
to  teachers  and  designing"  and  providing  the  differentiated 
support  teacliers  need  to  meet  or  exceed  the  standards. 

The  training  must  be  intensive  and  ongoing.  Evaluators 
wll  need  to  become  expert  on  the  performance  evaluation 
system  before  it  is  launched,  but  just  as  importantly,  will  need 
ongoing  guidance  as  they  use  the  system.  District  officials 
must  recognize  that  prmcipals  and  assistant  principals  will  be 
chiefly  responsible  not  just  for  implementing  a  new  evaluation 
process,  but  for  leading  a  change  in  culture. 

District  officials  also  have  an  important  role  to  play  in 
ensuring  that  teachers  are  fairly  and  accurately  differentiated 
based  on  their  effectiveness  in  the  classroom.  They  must 
ensure  that  differentiation  through  the  performance 
evaluation  system  remains  a  priority  for  administrators  by 
investing  in  ongoing  support  and  holding  them  accountable 
for  this  process.  Administrators  who  cannot  effectively 
evaluate  teacher  performance  will  be  unable  to  reward  and 
retain  top  performers,  improve  or  remove  poor  performers, 
or  help  all  teachers  to  understand  and  respond  to  their  own 
strengths  and  weakiresses.  This  fundamental  failure  translates 
to  an  inability  to  ensure  that  students  receive  consistently 
high-quality  instruction,  a  failing  that  administrators'  own 
evaluations  must  reflect. 
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^  0^  I  Use  performance  evaluations  to  inform  key  decisions  such 

Q  as  teacher  assignment,  professional  development,  compensation, 

f-H  retention  and  dismissal. 

H 

«^  The  production  of  accurate  information  that  can  inform  important  human  capital 

Q  decisions  in  districts  and  schools  is  one  of  the  clear  advantages  of  utilizing  a  robust 

teacher  performance  evaluation  system.  At  present,  decisions  about  how  mucli  to 
pay  teachers,  where  to  assign  them,  what  professional  development  to  provide  and 
whom  to  exit  are  based  on  information  that  generally  has  little  or  no  relationship  to 
effectiveness  in  the  classroom. 

Q  Once  districts  fairly  and  accurately  assess  teacher  effectiveness,  tliey  can  and  should 

put  this  information  to  broader  use.  For  example,  it  might  be  used  to  match  teachers 
who  provide  particularly  effective  instruction  to  English  Language  Learners  with 

^  students  in  that  category,  or  to  determine  which  teachers  to  target  for  retention 

through  recognition,  additional  responsibility,  compensation  or  promotion. 

Modify  teacher  compensation  systems,  most  of  which  are 

exclusively  based  on  years  of  service  and  attainment  of  educational  credits,  so  that 
they  also  reward  high-performing  teachers  znd  withhold  step  increases  for  low- 
performing  teachers. 

Factor  teacher  effectiveness  into  layoff  and  excessing 

(displacement)  decisions,  rather  than  basing  such  decisions  solely 

on  seniority. 

Target  professional  development  to  identified  teacher 

needs  so  that  it  helps  teachers  address  areas  where  they  can  improve. 

Recognize  consistently  excellent  teachers  through  additional 

compensation  and  career  ladder  opportunities  as  well  as  opportunities  to  employ 
innovative  instructional  approaches  and  share  best  practices  with  novices  and 
other  colleagues. 

Fairly  but  swiftly  remove  consistently  low-performing 

teachers  who  are  identified  as  sudi  through  a  fair,  credible  evaluation  process  and 
who  fail  to  meet  performance  standards  despite  receiving  individualized  support. 

Attaching  "stakes"  to  performance  evaluation  outcomes  for  teachers  and  school 
administrators  is  not  merely  advisable,  it  is  essential.  Basing  these  critical  decisions  on 
accurate  measures  of  teacher  effectiveness  will  help  to  create  cultures  of  excellence 
in  schools,  where  the  focus  is  on  achieving  individual,  group  and  school  pel^ormance 
goals  related  to  student  achievement.  In  addition,  administrators  will  have  to  invest 
substantial  time  in  the  performance  evaluation  system,  and  will  be  required  to  have 
the  difficult  conversations  about  performance  with  their  teachers  that  so  rarely 
occur  in  schools  today.  Without  attaching  stakes  to  evaluation  outcomes,  it  would  be 
unrealistic  to  expect  that  administrators  will  continue  to  do  the  hard  work  to  ensure 
that  the  performance  evaluation  system  remains  rigorous  and  credible. 


At  present, 
decisions  about 
how  nnuch  to  pay 
teachers,  where 
to  assign  them, 
what  professional 
development 
to  provide  and 
whom  to  exit 
are  based  on 
information 
that  generally 
has  little  or  no 
relationship  to 
effectiveness  in 
the  classroom. 


0^  I  Adopt  dismissal  policies  that  provide  lower-stalces  options  for 
ineffective  teachers  to  exit  the  district  and  a  system  of  due  process 
that  is  fair  but  streamlined  and  efficient. 

When  virtually  all  teachers  are  rated  as  satisfactory  or  better,  a  teacher  identified 
as  unsatisfactory  may  justifiably  wonder  whether  he  or  she  is  tlie  subject  of  a  witch 
hunt.  But  under  a  system  with  clear  performance  standards,  frequent  constructive 
feedback  and  ample  support  for  teachers  failing  to  meet  the  standards,  unsatisfactory 
ratings  will  not  be  anomalous,  surprising  or  without  clear  justification.  As  a  result,  it 
is  far  more  likely  that  teachers  identified  as  unsatisfactory  will  accept  the  appraisal  of 
their  performance  and  voluntarily  exit  the  district  (as  is  common  in  other  professions) 
ratlier  than  challenge  the  decision  through  formal  processes. 

Districts  and  states  can  facilitate  the  voluntary  departure  of  unsatisfactory  performers 
by  providing  low-stakes  options  such  as  multi-year  unpaid  sabbaticals  (without 
job  guarantees  upon  return).  Districts  can  also  motivate  unsatisfactory  teacliers 
to  voluntarily  exit  by  denying  them  salary  increases  unless  and  until  they  meet 
performance  standards,  and  by  allowing  pension  plan  portability  so  that  veteran 
teachers  who  need  a  change  can  accept  positions  in  other  districts  witliout  sacrificing 
pension  benefits. 

Regardless  of  Wiether  teachers  leave  voluntarily  or  through  a  streamlined  due  process 
system,  they  should  not  fece  license  revocation  unless  they  are  a  danger  to  children. 
Just  as  in  other  professions,  those  who  fail  to  meet  performance  standards  of  a  particular 
employer  should  not  be  barred  from  the  profession,  because  "fit"  matters  and  an 
effective  match  witli  a  new  school  may  lead  to  improved  instructional  performance. 

Formal  dismissal  processes  should  no  longer  determine  whether  teachers  can 
continue  to  practice  their  chosen  profession,  but,  rather,  should  be  a  check  on 
arbitrary  decisions  by  administration.  This  much  more  narrow  focus,  coupled  with 
a  transparent  evaluation  system  and  process,  should  permit  a  dismissal  process  that 
does  not  involve  protracted  and  expensive  quasi-judicial  hearings  in  which  arbitrators 
substitute  their  judgment  about  teacher  competence  for  that  of  school  or  district 
leaders.  There  should  be  no  necessit)',  in  fact,  for  schools  and  districts  to  invest 
hundreds  of  hours  and  hundreds  of  thousands  of  dollars  seeking  the  dismissal  of  a 
single  unsatisfactory-rated  teacher.*® 

Nor  will  extensive  remediation  processes  be  necessary  in  cases  of  unsatisfactory 
performance.  Teachers  failing  to  meet  performance  standards  will  receive  fair 
notice  of  performance  problems,  guidance  on  how  to  improve  and  time  to  do  so, 
all  within  the  context  of  the  performance  evaluation  system.  On  the  heels  of  such  a 
pi"ocess,  dismissal  should  not  require  extensive  additional  documentation  or  lengthy 
testimony  about  performance  problems  or  remediation.  In  the  context  of  a  credible 
performance  evaluation  system,  an  expedited  hearing  of  one  day's  duration  should 
be  sufficient  for  an  arbitrator  to  determine  if  the  performance  evaluation  and 
development  process  were  followed  and  that  the  judgments  of  sdiools  administrators 
were  made  in  good  faith. 


^  \'ictor  H.  Bernstein,  "Security  of  the  Teacher  in  his  Job,"  The  New  %rk  Tunes,  iXay  24, 1 936. 

^  Remarks  by  President  Barack  Obama  to  the  U.S.  Hispanic  Chamber  of  Commerce  on  a  GompleEe  and  Competitive  American  Education,  March  10,  2009. 

^  For  information  about  the  impact  of  teacher  effectiveness  on  student  outcomes,  see  Rivkin,  S.,  E.  Hanushek,  and  J.  Kain  (2005).  "Teachers,  Schools,  and  Academic 
Achievement,"  Econometrica,  73(2),  417-458.  Also  see  Sanders,  W.L.  and  Ri\-cr3,  J.G.  (1995).  "Research  Project  Report:  Cumulative  and  Residual  Effects  of  Teacliers 
on  Future  Student  Academic  Achievement,"  University  of  Tennessee  \''alue-Addcd  Re^eardi  mid  Assessment  Center;  and  Rockoff,  J.  E.  (2004).  "The  Impact  of  Indi- 
\'idual  Teachers  on  Students'  Adiievcmcnt:  Exadence  from  Panel  Data."  American  Economic  Review  94(2),  247-52. 

^  Teacha-  survey  data  from  Akron  Public  Schools,  Chicago  Public  Sdiools,  Dcnwr  Public  Schools,  District  U-46  (Elgin),  Little  Rock  School  Disti  ict,  Pueblo  City  Schools, 
Rockford  Public  Schools,  Springdalc  Public  Schools  and  Toledo  Public  Schools.  A  '"ncgatiw"  evaluation  constitutes  the  lowest  evaluation  rating  possible,  per  each  dis- 
trict's evaluation  system/tool. 

^  E\^1uation  data  from  El  Dorado  Public  Schools  and  little  Rock  School  District  were  unavailable  for  manual  collection,  bi  these  instances,  the  districts  arc  i-cpresentcd 

by  survey  data  alone. 

^Districts  that  use  a  binary  rating  system  to  evaluate  teachers  include  Denver  Public  Schools,  Joncsboro  Public  Scliools,  Pueblo  City  Schools,  Toledo  PuIdHc  Schools  and 
SpringdaJe  Public  Schools.  Springdalc  Public  Schools  uses  a  binary  evaluation  system  for  most  non-probatbnary  teacltcrs  and  a  multiple  rating  system  for  probationary 

teachers  and  some  non-probationary  teachers. 

^  Thi^jughout  this  report,  the  generic  terra  "tenured"  is  used  to  refer  to  teadiers  who  have  tenure,  non-probationary  status  or  continuing-contract  status. 

^  Denver  Public  Schools  uses  a  multiple  rating  system  for  xarious  indicatoi's,  and  then  a  final  suramativc  rating  of  "satisfactory"  or  "unsatisfactory." 

^  In  Joncsboro  Public  Schools,  teachers  rcccire  either  "Meets  Expectations"  or  "Needs  bnprovcment'*  on  each  of  the  eight  domains  that  comprise  the  distiict's  evaluation 
tool.  In  compilmg  the  data,  teachers  were  given  one  point  for  eac3i  of  the  eight  domains  in  whidi  they  rccciwd  a  rating  of  "Meets  Expectations"  box  checked  for  more 
than  half  of  the  sub-domains  in  a  particular  domain.  Rating  totals  represent  the  sum  of  ratings  across  all  eight  domains. 

Rating  data  for  teachers  evaluated  using  the  Professional  Development  Model  only,  an  option  available  only  to  teadiers  with  non-probationary  status.  (Teacher 
contract  status  data      unavailable  for  Springdalc  Public  Schools,  so  data  rcgarduig  tlie  use  of  the  Professional  Development  Model  to  cs'aluate  a  teacher  was  used  as  a 
proxy  to  identify  teachers  with  non-probationary  status.) 

Satisfactory  ratings  represent  all  ratings  given  during  the  period  specified  by  district  in  Figure  01. 

■'^Unsatisfactory  ratings  represent  all  ratings  given  during  the  period  spedfied  by  district  in  Figure  01. 

■'^Districts  that  use  a  multiple  rating  sj'stcin  to  evaluate  teachers  include  Akvou  Public  Sdiools,  Oiicago  Public  Schools,  Cincinnati  Public  Schools,  District  U-46  (Elgin) 
and  Rockford  Public  Sdiools.  Throughout  this  report,  evaluation  rating  data  from  Cincinnati  Public  Schools  refer  only  to  the  domain  "Teaching  for  Student  Learning." 

Highest  ratings  ^vere  assigned  within  the  last  three  to  fiw  school  years,  depending  upon  district.  Sec  Figure  2  for  the  time  periods  associated  wth  each  district. 

■'■^  Based  on  percent  of  teadiers  that  receive  one  of  the  lowest  two  ratings  in  Akron  Public  Sdiools,  Chicago  Public  Schools  and  Cincinnati  Public  Schools. 

■'^  As  defined  by  the  federal  No  Child  Lefl  Behind  Act.  Schools  with  grade  configurations  that  include  both  elementary  and  secondary  grade  le\"els,  such  as  K-8  sdiools, 
rccci\'c  multiple  AYP  ratings.  If  a  school  received  at  least  one  AYP  rating  of  "Not  Afectin^"  ^ve  counted  the  school  in  tiic  set  of  tiiose  schools  not  meeting  AYP. 

Average  calctdated  using  the  number  of  schools  not  meeting  AVP  in  each  school  year  as  the  unit  of  analysis. 

Denver  Public  Schools  Adequate  Yearly  Progress  data      collected  from  tiie  Colorado  Department  of  Education  website,  located  at  htlp://w^n«cde.state.co.us/ 

FcdPrograms/ayp/results.asp,  in  March  2009.  Charter  schools  were  omitted  from  the  data  induded  in  Figure  3. 

Rockford  Public  Schools  Adequate  Yearly  Progress  data  was  collected  from  the  Illinois  vStatc  Board  of  E<lucation  website,  located  at  http:/ Ai'cbp rod.isbe.net/ ereport- 
card/pub)ic3itc/gctScarchCritcvia.aspx  in  March  2009.  Cincinnati  Public  Schools  Adequate  Yearly  Progress  Data  was  collected  from  the  Ohio  Department  of  Education 
website,  located  at  http:/Avww.odc,statc.oh.us/GD/Templates/Pagcs/ODE/ODEPrimary.aspx?page=2fiE;TopidReIationID=130  in  December  2008. 

Teachers  wei'e  asked  to  report  when  their  instructional  performance  was  last  exraluaCed. 

3E!xpanded  surveys  ^rerc  issued  in  Akron  Public  Schools,  Chicago  Public  Schools,  Litde  Rock  School  District  and  Springdalc  Public  Schools.  Teachers  and  administra- 
toi-s  in  these  district  ^\'crc  asked  how  their  respective  district*s  e\'aluation  ratings  translate  to  varjTng  levels  of  effectiveness,  including  an  exemplary  teacher,  an  cffecti\« 

teacher,  a  somewhat  (■fref:ti\'e  teadier  or  an  ineffective  teacher. 

^~  Expanded  suv\'eys  \\-ere  issued  in  Akron  Public  Schools,  Chicago  Public  Schools,  Little  Rock  School  District,  and  Springdale  Public  Sdiools  to  survey  teachers  on 
additional  topics  including  teacher  dex'clopment  and  the  recognition  of  eiaiellence.  Data  taken  from  these  expanded  sun'C)'S  issued  in  four  study  sites  zic  noted  as  such 

throughout  the  report. 

Expanded  sur\-eys  were  issued  in  Akion  Public  Schools,  Chicago  Public  Sdiools,  Litde  Rock  School  District  and  Springdale  Public  Schools  to  survey  teachers  on  ad- 
ditional topics  induding  teadier  development  and  the  recognition  of  excellence. 

Teachers  in  all  12  districts  were  asked  if  their  cvaluator  identified  any  areas  of  unsatisfactory  performance  or  performance  in  need  of  improvement  on  their  most 
recent  evaluation. 

Expanded  surveys  irere  issued  in  Akron  Public  Schools,  Chicago  Public  Schools,  Little  Rock  Sdiool  District  and  Springdale  Public  Sdiools.  Teachers  were  asked  if 
they  bad  partidpated  in  an  informal  conversation  with  their  principal  or  evaluator  in  school  year  2008-09,  to  discuss  aspects  of  their  instruction  that  could  be  improved. 

Expanded  surx'cys  ^vere  issued  in  Akron  Public  Schools,  Chicago  Public  Schools,  little  Rock  Sdiool  District  and  Springdalc  Public  Sdiools.  Teachers  who  had  a 
performance  ai^a  identified  as  in  need  of  improvement  or  unsatisfactory  wcic  asked  if  th^  wero  made  a^vare  of  concerns  about  the  quality  of  thdr  instruction  prior  to 
their  most  recent  evaluation. 

^^Respondents  answering  "Strongly  agi  ee"  or  "Agree." 
Respondents  answ-ering  "Strongly  agree"  or  'Agree" 

No\'icc  is  defined  \sy  the  probationary  teaching  period,  whidi  depends  on  state  policy  and  in  some  cases,  district  practice.  Districts  in  our  study  range  from  a  tliree  to 
four  year  nowce  period. 

^^Respondents  answering  "Very  confident"  or  "Confident." 

^''Percent  of  novace  teachers  in  Akron  Public  Sdiools,  Cincinnati  Pubiic  Schools,  Chicago  Public  Sdiools,  District  U-46,  Litde  Rock  School  District,  Rockford  Public 
Schools  and  Springdale  Public  Schools  who  indicated  they  recei\'ed  a  greater  than  satisfactory  raring  on  theii'  most  recent  performance  e^'aluation.  Gindnnati  indudes 
e\'aluatiou  ratings  for  the  "Teaching  for  Student  Learning"  domain  only. 

■^^  Teadier  non-renewals  ^wre  counted  based  on  extant  data  provided  by  the  districts  induded  in  figure  06.  Data  are  as  accurate  as  the  records  prowled  to  TKTP  for  this  study. 

^^Data  arailable  only  for  SY04-05  through  SY07-08. 

^■^ During  the  time  period  2003-04  through  2007-08,  Toledo  Public  Schools  had  five  informal  dismissals  of  probationary  teachers  ^.e.,  probationary  teachers  who  were 
recommended  for  non-renewal  but  elected  to  resign  instea^.  Data  on  informal  dismissals  were  not  available  for  all  districts  studied. 

■^^ Percent  of  teachei-s  identified  as  poor  performers  wzs  collected  from  teacher  surveys  in  Chic^o  and  Akron,  Data  regarding  the  actual  percent  of  teachers  receiving  an 
unsatisfactory  rating  was  provided  by  each  district. 


Expanded  surveys  were  issued  in  Akron  Public  Schools,  Chicago  Public  Schools,  litric  Rock  School  Distiict  and  Springdale  Public  Schools.  Respondents  were  asked  if 
there  are  tenured  teachers  in  their  school  who  dcUvei-  poor  instruction. 

Expanded  surveys  were  issued  in  A]cron  Public  Scliools  and  Chicago  Public  Schools,  \vhich  asked  teachers  if  they  are  aware  of  poor  performers  in  their  school. 
Eraluation  rating  data  \vas  also  available  for  these  disuicts,  allowing  for  the  comparison  of  reported  poor  performers  and  number  of  unsadsfactory  ratings. 

Kespondents  across  all  districts  except  Rockford  Public  Schools  who  indicated  they  haw  not  inidated  a  dismissal  proceeding  for  a  poorly  performing  tenui'cd  teacher  in 
die  past  five  years. 

During-  the  time  period  2003-04  through  2007-08,  Toledo  Public  Schools  had  Rvc  informal  dismissals  of  tenured  teachers  ^.e.,  tenured  teachei"s  who  were 

recommended  for  dismissal  but  elected  to  resign  or  retire  instead).  Data  on  informal  dlsmissids  were  not  available  for  all  districts  studied. 

Teacher  dismissal  for  performance  data  was  collected  from  ten  districts  representing  some  combination  of  scliool  yeai  s  2003-04  through  2007—2008  as  noted  in  Figure  08.  A 
forra;\l  dismissal  is  defined  as  a  case  of  poor  instructional  pexformance  whereby  the  district  initiated  dismissal  proceedings  against  a  teacher  and  tliose  proceeding  resulted  in  a 
dismissal.  Akion  Public  Schools,  Cincinnati  Public  Scliools,  Den\er  Public  SclioolSj  Jonesboro  Public  Sditrols,  Pueblo  City  Schools,  Springdale  Public  Schools  and  Toledo  Public 
Sdiools  each  supplied  a  code  that  identified  which  teachers  weie  dismissed  for  jjoor  performance.  Chicago  Public  Schools,  Distiict  U-49  (Elgin)  and  Rockford  Public  Schools  sup- 
plied remediation  data  and  a  code  detailing  remediation  outcome,  whidi  equates  to  dismissal. 

Respondents  who  said  that  they  believe  that  administrators  fail  to  dismiss  tenured  teachers  who  are  poor  instructional  performers. 

Survey  data  from  Akron  Public  Schools,  little  Rock  School  District,  and  Springdale  I'ublic  Sdiools. 
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Exjianded  surveys  \vere  issued  in  Akron  Public  Schools,  Chicago  Public  Schools,  Litdc  Rock  School  District  and  Springdale  Public  Schools.  Teachers  and 

administrators  were  asked  if  there  are  tenured  teacliers  in  their  school  who  deliver  poor  instruction. 
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Respondents  were  asked  how  miuiy  classroom  observations  their  evaluator  conducted  prior  to  issuing  their  most  recent  ex'aluation  rating,  as  well  as  the  amount  of  time 
the  evaluator  spent,  on  average,  in  their  classroom  while  conducting  this  (these)  observation(s). 

^'^Respondents  in  all  distiicts  were  asl^d  to  identify  the  number  of  dassrooni  observatbns  conducted  prior  to  their  e\"a]uator  assigning  liieir  most  recent  ex^aluation  rating. 

Respondents  in  all  districts  wcxt  asked  to  identify  the  a\-eragc  number  of  minutes  their  evaluator  spent  observing  them  prior  to  assigning  their  most  recent 

e\'aluation  rating(s). 

Sur\'ey  respondents  wcvt  asked  Eo  identify  thetr  most  rece-nt  performance  cv^uation  radng  These  data  wei-e  then  analyzed  against  the  number  of  classroom  observa- 
dons  conducted  for  the  most  recent  e\'aluation.  Data  from  Akron  Public  Schools,  Chicago  Public  Schools,  District  U-46  (Blgin),  Little  Rock  School  District,  Rockfonl 
PuIjHc  Scliools  and  Springdale  Public  Schools. 

SuiT^  respondents  in  Akron  Public  Schools,  Chio^  Public  Schools,  Litde  Rock  School  District  and  Springdale  Public  Schools  were  asked  to  identify  their  most 
recent  performance  evaluation  rating  These  data^v'ere  then  analyzed  against  teacher  reports  of  informal  feedback. 

Respondents  were  asked  to  describe  the  extent  of  training  they  have  received  on  how  to  conduct  an  effectiw  evaluation  of  a  teacher's  instructional  performance. 

Akron  Public  Schools,  Chicago  Public  Schools,  District  U-46  (Elgin),  Litde  Rock  School  District,  Rockford  Public  Schools  and  Springdale  Public  Schools. 
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Denver  Public  Schools,  Joncsboro  Public  Schools,  Pueblo  City  Schools  and  Toledo  Public  Schools.  These  d^  do  not  include  Springdale  Public  Schools,  which  uses  a 
multiple  rating  evaluation  system  for  probationary  teachei's  and  some  non-probationary  teachers  and  a  binary  evaluadon  rating  system  for  most  non-probationary  teachers. 

Abon  Public  Scliools,  Chicago  Public  Schools,  Litde  Rock  School  District  and  Springdale  Public  Schools. 

'^'^  Definitions  used  in  determining  significance: 

Hecruiiment:  District  uses  instructional  effecdx^ess  outcomes  to  determine  and  target  likely  sources  of  high-potendal  teacher  candidates. 

Hijing/Placemenb  District  uses  instructional  effect l\'enes3  outcomes  to  determine  which  teachers  are  hired  into  which  schools  and/or  placed  in  particular  positions,  eg 
hai'd-to-stafi*  schools,  lead  teacher  position,  lead  mentor,  etc. 

Professional  Development:  Disiiict  uses  insfruciional  efiecti\'eness  outcomes  to  determine  what  types  of  specific  de\'dopment  and  support  an  individual  teacher  needs  in 
order  to  continuously  impro\'e  their  teaching  performance. 

Compensation:  District  uses  instructional  effectiveness  outcomes  to  determine  compensation  decisions,  eg.,  advance  on  salary  sdiedule,  pay-fbr-perforraance  programs, 
merit  pay,  etc 

Granting  Xon~PrQhatwna}y  Status/Tenure:  District  uses  instructional  effectiveness  outcomes  to  determine  which  teachers  are  awarded  non-probationary  status  or  tenure. 

Retention:  District  uses  instructional  effecti\'eness  outcomes  to  identify  outstanding  teachers,  recogni^  thdr  efforts  and  mvarcl  them  for  their  perlbrmance,  dirough 
preferred  placcmentj  greater  autonomy,  etc. 

Lqjfoffs:  District  uses  instmctional  eifectixjeness  outcomes  to  determine  whidi  teachers  are  retained  and/or  released  during  layofr  situations. 

Msmediaiion:  Distiict  uses  instructional  effectiveness  outcomes  to  determine  which  teachers  recei\'e  remediation  support  and  what  type  of  remediation  they  need. 

Dismissal:  District  uses  histrucdonai  eJTectivene^s  outcomes  to  determine  which  teachei-s  should  be  dismissed  because  tlieir  influence  on  student  leai'ning  is  less  than 
satisfactory. 

■"■^Respondents  from  the  Chicago  Public  Schools  administrator  surx-ey  only. 

Kxpandcd  sur\'eys  were  issued  in  Chicago  Public  Schools  to  sm'\'cy  teachers  on  additional  topics  includmg  teacher  development  and  the  recognition  of  excellence. 

'^'^Respondents  from  the  Chicago  Public  Schools  tcadier  surx'ey  only. 

A  critical  part  of  ensuring  that  teachers  accept  any  performance  evaluation  sj-stcm  as  fair  and  credible  is  monitoring  administrator  judgments  to  ensure  they  are  fair 
and  objcctiw.  There  are  se\'eial  nieclianisms  that  can  be  used  for  this  purpose.  Peer  evaluators  can  be  deployed  to  provide  input  on  administrator  evaluations.  District 
ofScials  can  independently  review  administrator  judgments.  Outside  firms  can  be  retained  to  prowde  objective  third  party  assessments  of  the  fidelity  of  administrators 
to  performance  e\'aluation  standards.  Teacliers  can  be  sur\'eyed  confidentially  to  assess  dieir  wews  of  the  accuracy  of  pei-formance  evaluations  in  their  schools.  These 
medianisms  will  allo\v  district  oHicials  to  identify^  administrators  who  are  not  being  fair  or  obj^tive  and  instill  confidence  among  teacliers  in  the  fairness  of  the  process. 

Various  researchers  have  e.\plored  die  strengths  and  weaknesses  of  using  ralue  added  data  as  an  indicator  of  teacher  effectiveness.  See  Goldhaber,  D.  and  M.  Hansen 
(2008).  "Assessing  the  potential  of  using  value-added  estimates  of  teadier  job  performance  for  making  tenure  decisions."  National  Center  for  Analysis  of  longitudinal 
Data  in  Education  Research.  Retrieved  April  27,  2009,  fromhttp:/Av\\w.uvban.org/UploadedPDF/1001265_Tcacherjrob_performancc.pdf.  SeeRotiislein.J.  (2008). 
"Teadier  quality  in  educational  production:  tracking,  deca)^  and  student  achievement."  NBER.  Retrieved  April  27, 2009,  firora  http:/ /wvw.nber.org/papersAvl4442. 
See  McCaffrey,  D.,  Lockwood,  J.R.,  Koretz,  D.,  &  Hamilton  L.S.  (2003).  Exialuatuig  x'alue-added  models  for  teacher  accountability.  Santa  Monica,  GA:  RAND 

'^"ErikRobelen.  "Gates  Revamps  its  Strategy  for  Giving  in  Education."  Education  Week,  November  11, 2008. 

See  U.S.  Depai  tment  of  Education  http://www.ed.gov/news/pressreleases/2009/04/04012009.html. 

^  Shields,  R.,  &  Hawley  K'Eles,  IC  ^008).  "Findmg  Resources  and  Organizing  to  Build  Teaching  Capacit)':  The  Professional  Development  Strategic  Review." 

Ne^\'  York  State  School  Boards  Association  (2007).  "Accountability  for  All." 

Non-probationary  teachers  in  Springdale  Public  Scliools  can  be  evaluated  using  one  of  two  models.  Under  the  Professional  Development  Model,  ^vhich  is  used  for 
most  non-probationary  teacliers,  there  is  no  required  minimum  number  of  observations  and  there  are  two  possible  ratings.  Under  the  Clinical  Model,  which  non-proba- 
tionary teachers  can  opt  to  use  and  is  also  used  for  non-probationary  teachers  with  performance  concerns,  there  are  two  required  obserrarions  for  teachers  who  opt  to  use 
the  model,  three  for  teachers  wifli  performance  concerns,  and  four  po^ible  ratings. 


METHODOLOGY 

This  report  is  based  on  data  collected  from  a  diverse  group  of  sourceSj  including  state 
and  local  education  stakeholders  in  four  states;  district  leadership,  administrators  and 
teachers  in  12  school  districts;  and  existing  state  and  district  policies. 

The  four  states  and  12  districts  represented  in  this  report  include: 


Arkansas 

Colorado 

Illinois 

Ohio 

El  Dorado  Public  Schools 

Denver  Public  Sciiools 

Chicago  Public  Schools 

Akron  Public  Schools 

Jonesboro  Public  Schools 

Pueblo  City  Schools 

District  U-46 

Cincinnati  Public  Schools 

Little  Rock  School  District 

Rockford  Public  Schools 

Toledo  Public  Schools 

Springdale  Public  Schools 

The  four  states  employ  diverse  teacher  perfoi-mance  management  policies  and 
have  demonstrated  a  significant  commitment  to  improving  teaching  and  learning. 
Arkansas  is  currently  developing  more  guidance  for  districts  on  how  to  design  and 
manage  an  effective  teacher  evaluation  system,  while  Colorado  and  Ohio  already 
provide  some  suggested  structure  for  districts,  particularly  with  respect  to  evaluation 
frequency  and  the  number  of  observations  required  per  evaluation.  Illinois  sets  the 
most  stringent  requirements  for  the  frequency  of  evaluation  of  tenured  teachers: 
once  every  two  years. 

FIGURE  16  I  State  Teacher  Evaluation  Reqtdrements  in  Brief 
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Prabatfonary  Tenured 
no  requirement  no  requirement 


CO 


Pfobationaiy  Tenured 
1  per  year      1  every  3  years 


IL- 


Probationa/y  Tenured 
1  per  year       1  every  2  years 


OH 


Probationary  Tenured 
2  per  year      no  minimum 


!  of  Observations 
Required 


3  per  year       no  minimum 


1 


1  1 

(2  per  year  in  (Zperyesrtn 
Chicago  on!y)       Chicago  only) 


Duration 
of  Observations 


no  requirement  no  requirement 


no  requirement  no  requirement 


no  requirement    no  requirement 


30  minutos 
or  more 


30  minutes 
or  more 


All  of  the  districts  included  in  this  report  axe  committed 
to  reform  and  face  significant  challenges  in  improving 
student  achievement.  The  percentage  of  students  who 
are  economically  disadvantaged,  as  defined  by  the  U.S. 
Depai  tment  of  Education,  ranges  from  42  percent  to 
84  percent.  The  enrollment  in  the  districts  we  studied 


ranges  from  4,450  to  413,700  students.  Some  districts  are 
located  in  or  near  urban  centers,  while  others  are  located  in 
rural  areas.  The  districts'  evaluation  policies  and  practices 
differ  but,  as  this  study  demonstrates,  the  outcomes  of  the 
evaluation  process  are  similar. 


FIGURE  17 1  District  Teacher  Evaluation  Reqviirements-Teiiured  Teachers 
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Formal  Evaluation 

Number  of 
v.^ubcrva  u(j  rib 

Duration  of 

wL>bcl  Va  LlUilb 

Number 

Peer  Review 

Akron 

rublic  Schools 

Once  every  3  years 

No  more  than  4 

More  than  15  minutes 

5 

No 

Cincinnati 
rublic  bcnools 

Once  every  5  years 

1  sufficient  in  length;  2 
at  certain  levels  on  the 
salary  scale 

Sufficient  in  length  to 
justify  rating 

4 

Yes 

Chicago 
Public  Schools 

Once  every  2  years,  or 
annually  for  teachers 
rated  Satisfactory  or 
Unsatisfactory 

At  least  2 

4 

No 

Denver 
rublic  bcnools 

Once  every  3  years 

At  least  one 

At  least  20  minutes 

2 

No 

District  U-46 
(Elgin) 

Once  every  2  years 

At  least  1,  no  more  than  3 

At  least  30  minutes 

3 

No 

El  Dorado 
ruuiic  ocnuois 

Once  per  year 

Mo  requirement 

N/A 

No 

Jonesboro 
Public  Schools 

At  least  once  per  year 

At  least  one  formal  and 
one  informal 

Formal  is  at  least 
30  minutes 

2 

No 

Little  Rock 
School  District 

Full  evaluation  is 
once  every  3  years, 
with  teachers  being 
evaluated  on  various 
domains  each  year 

Different  domains 
evaluated  every  year 
so  that  each  teacher  is 
comprehensively  evaluated 
every  three  years 

No 

Pueblo 
City  Schools 

Once  every  3  years 

One  observation  a  year 

2 

No 

Rockford 
Public  Schools 

Once  every  2  years 

3 

One  must  be  at  least 
30  minutes 

3 

No 

Springdale 

Public 

Schools'^'' 

Once  every  year 

Varies 

No  minimum 

Varies 

No 

Toledo 
Public  Schools 

Every  4  years,  four- 
year  contract  teachers 

At  least  one  observation 

At  least  30  minutes 

2 

Yes 

only;  continuing 
contract  teachers  are 
not  evaluated  unless 
there  are  performance 
concerns 


Sources  of  Quantitative  Data 

Most  districts  induded  in  this  report  provided  teacher  demographic  data,  including 

teacher  contract  status^  separations  fi'om  the  district  and  teaching  assignments.  Most 
districts  also  provided  data  from  their  teacher  evaluation  systems,  from  which  we  created 
databases  of  historical  evaluation  ratings.  Using  these  data,  we  were  able  to  identify 
the  teacher  being  evaluated,  their  contract  status  within  the  district,  evaluation  rating's 
for  the  past  3-5  years,  and  any  movement  made  by  the  teacher  subsequent  to  a  given 
evaluation  (e.g.,  transferring  witlrin  or  separating  from  the  district). 

Electronic  evaluation  Evaluation  data  manually  collected  by      Evaluation  data  unavailable 

data  provided  by  district        district  or  The  New  Teacher  Project         for  manual  collection 


Chicago  Public  Schools 
Cincinnati  Public  Schools 
Denver  Public  Schools 
District  U-46  (Elgin) 
Rockford  Public  Schools 


Akron  Public  Schools 
Jonesboro  Public  Schools 
Pueblo  City  Schools 
Springdale  Public  Schools 
Toledo  Public  Schools 


El  Dorado  Public  Schools 
Little  Rock  School  District 


We  also  conducted  surveys  of  active  school  administrators  and  active  teachers  in 
every  district.  In  six  districts  (Akron  Public  Schools,  Cincinnati  Public  Schools,  Denver 
Public  Schools,  District  U-46,  Pueblo  City  Schools,  and  Rockford  Public  Schools)  we 
surveyed  former  classroom  teachers  who  had  left  the  respective  district  within  the  last 
five  years  for  any  reason.  In  all,  we  surveyed  approximately  1,300  administrators, 
15,000  active  teachers  and  790  former  teachers.  Each  participant  group  was  asked 
questions  regarding  their  experiences  with  and  perceptions  of  their  district's 
evaluation  system,  evaluators  and  remediation  program.  All  surveys  were  conducted 
via  an  anonymous  online  survey. 

Sui-vey  Response  Totals  by  District 

Teachers  Administrators 
Akron  Public  Schools  1,010  36 


Chicago  Public  Schools 

4,858 

624 

Cincinnati  Public  Schools 

1,287 

70 

Denver  Public  Schools 

1,863 

150 

District  U-46  (Elgin) 

1,677 

78 

El  Dorado  Public  Schools 

341 

15 

Jonesboro  Public  Schools 

405 

11 

Little  Rock  School  District 

687 

36 

Pueblo  City  Schools 

565 

34 

Rockford  Public  Schools 

947 

92 

Springdale  Public  Schools 

763 

55 

Toledo  Public  Schools 

773 

80 

Total 

15,176 

1,281 

Sources  of  Qualitative  Data 

This  report  is  based  on  an  analysis  of  eadi  district's  current  collective  bargaining 

agreement,  as  well  as  relevant  human  resources  policies  and  state  legislation.  To  fully 
understand  how  each  of  these  policies  is  implemented  at  the  district  level,  we  con- 
ducted interviews  ™th  district  leadership,  school  board  members,  human  resources 
staff  members,  legal  counsel,  labor  relations  specialists,  union  leadership,  school  prin- 
cipals, other  evaluators,  and  teachers.  In  all  we  conducted  130  interviews. 


Four-State  Advisory  Pane!  Process 

This  report  benefits  from  the  involvement  of  four  advisory 
panels,  one  in  each  of  our  study  states  of  Arkansas,  Colorado, 
Dlinois  and  Ohio. 

We  established  the  advisory  panels  because  we  believed 
strongly  that  it  would  have  been  impossible  to  author  a  high- 
quality  report  without  incorporating  the  niany  perspectives 
of  the  various  local  education  stakeholders.  In  the  end,  the 
advisory  panels  brought  to  bear  participants'  substaintial 
experience  and  expertise  to  inform  the  study  methodology, 
findings  and  recommendations. 

Advisory  panel  membership  varied  from  state  to  state  but, 
in  general,  these  panels  were  comprised  of  representatives 
from  the  state  education  agencies,  state  teachers  unions  or 
associations,  school  district  superintendents  and  human 
resources  staff,  local  teachers  union  or  association  leaders, 
and  state-level  professional  organizations,  such  as  the 
school  administrators  associations,  personnel  administrators 
associations,  and  school  boards  associations.  In  total, 
approximately  80  stakeholders  participated  in  the  four 
advisory  panels. 

Advisory  panels  met  three  times  from  June  2008  to  April  2009 
to  discuss  die  study  and  its  progress.  The  first  meeting  helped 
us  to  formulate  and  refine  hypotheses  and  identify 
data  sources,  as  well  as  build  knowledge  of  local  contexts. 
The  second  meeting  allowed  us  to  showcase  portions  of 
our  data  with  the  advisoiy  panels,  demonstrate  what  we 
were  learning  and  test  our  arguments.  The  diird  and  final 
meeting  provided  us  with  an  opportunity  to  share  our  draft 
recommendations  and  gauge  their  viability. 

Li  the  end,  advisory  panel  members  were  given  the 
opportimity  to  provide  a  wiitten  response  to  the  process  and 
i-ecommendations — a  feature  that  we  believe  adds  needed 
context  to  a  challenging  issue.  Those  responses  can  be  found 
on  our  website  at  www.widgeteffect.org.  Participation  in  an 
advisory  panel  does  not  suggest  agreement  with  our  findings 
and  recommendations;  the  views  of  advisory  panel  members 
are  presented  first-hand  in  their  written  responses. 

View  the  Advisory  Panel  members' 
responses  to  this  report  at 
www.widgeteffect.org 


We  are  grateful  to  all  of  our  advisory  panel  members  for 
their  unique  contributions  and  insights. 


ARKANSAS 


Shirley  Billingly 

Assistant  Superintendent,  El  Dorado  Public  Schools 

Qinny  Blankenship 

Research  and  Fiscal  Policy  Director,  Arkansas  Advocates 
for  Children  and  Families 

Sue  Castleberry 

Assistant  Superintendent,  Jonesboro  Public  School  District 
Barbara  Culpepper 

Unit  Coordinator — Office  of  Teacher  Quality, 
Arl<ansas  Department  of  Education 

Luke  Gordy 

Executive  Director,  Arkansans  for  Education 
Reform  Foundation 

Kristen  Craig  Gould 

Staff  Attorney,  Arkansas  School  Boards  Association 
David  Hartz 

Associate  Superintendent  Human  Resources  / 
Governmental  Liaison,  Little  Rock  School  District 

Kenneth  James 

Commissioner  of  Education,  Arkansas  Department 
of  Education 

Hartzell  Jones 

Deputy  Superintendent  for  Personnel, 
Springdale  Public  Schools 

Cathy  Koehler 

President,  Little  Rock  Classroom  Teachers  Association 


Renee  Kovach 

Director  of  Certified  Personnel,  Little  Rock  School  District 

David  Leonard 

President,  Jonesboro  Faculty  and  Staff  Association 
Daniel  N.  Marzoni 

President,  Arkansas  Education  Association 
Michael  Mertens 

Assistant  Executive  Director,  Arkansas  Association  of 

Educational  Administrators 

Rich  Nagel 

Executive  Director,  Arkansas  Education  Association 
Dale  Query 

Superintendent,  Arkansas  Rural  Education  Association 
Jim  Rollins 

Superintendent,  Springdale  Public  Schools 

Don  Sharp 

Superintendent  of  Schools,  Cotter  Public  Schools/ 
Vice  President,  Arkansas  Rural  Education  Association 

Scott  Smith 

Executive  Director,  Arkansas  Public  School  Resource  Center 
Beverly  Williams 

Assistant  Commissioner,  Arkansas  Department  of  Education 


"We  need  to  develop  a  succinct  performance  appraisal  system  that 
recognizes  good  work,  helps  marginal  employees  get  better  and 
identifies  employees  who  should  he  dismissed  due  to  their  inability  to 
improve.  Student  performance  must  be  the  driving  force  to  improve  our 
current  systems.'' 

-Springdale  Public  Schools  (AR) 


COLORADO 


Linda  Barker 

Director  of  Teaching  &  Learning,  Colorado  Education  Association 
Pamela  Constuble 

Teacher-Pueblo  City  Schools,  Pueblo  Education  Association 

5||n;dy  DeHoff 

Board  IVtember,  Colorado  State  Board  of  Education 
Mark  Fermanich 

Research  Director,  Colorado  Children's  Campaign 

IJami  Goetz 

Director  of  Office  of  Professional  Services  and  Educator 
Licensing,  Colorade  Department  of  Education 

Patricia  Gonzalez 

Assistant  Superintendent  of  Human  Resources, 
Pueblo  City  Schools 

Chris  Gramstorff 

Human  Resources  Director,  Aurora  Public  Schools 
Beverly  Ingle 

President,  Colorado  Education  Association 


Brenna  Isaacs 

President,  Aurora  Education  Association 
Brad  Jupp 

Academic  Policy  Advisor,  Denver  Public  Schools 
Tony  Lewis 

Executive  Director,  Donnell-Kay  Foundation 
Richard  Lloyd 

President,  Denver  Federation  of  Teachers 
Carole  Partin 

President,  Pueblo  Education  Association 
Van  Schoaies 

Program  Officer,  Urban  Education,  Piton  Foundation 

Shayne  Spalten 

Chief  Human  Resources  Officer,  Denver  Public  Schools 
Kim  Ursetta 

President,  Denver  Classroom  Teachers  Association 
Terry  Whitney 

Senate  Majority  Legislative  Director,  Colorado  Legislature 


"J  believe  that  all  stakeholders  should  come  together  to  create  a  more 
credible,  meaningful,  and  productive  system  for  teacher,  administrator, 
and  school  effectiveness  evaluations.  Teachers  are  professionals  who 
value  their  chosen  career  and  would  like  to  work  with  colleagues  who  are 
excited  and  knowledgeable  about  their  fields  and  teaching  in  general. 
Teachers  and  administrators  working  together  in  a  system  which 
promotes  teachers  as  professionals  and  supports  their  professional 
development  to  meet  the  needs  of  their  students,  increase  instructional 
quality,  and  develop  effective  curriculum  is  a  benefit  to  all." 

'Pueblo  Education  Association  (CO) 


II..LINOIS 


David  Alexander 

lEA  UniSen/  Director,  Illinois  Education  Association 
Jo  Anderson 

Executive  Director,  Illinois  Education  Association 

Karen  Bieschke 

Vice  President,  Rockford  Education  Association 
Bob  Corder 

Director,  Human  Resources,  Rockford  Public  Schools 

Beth  Dalton 

President,  Illinois  Association  of  School  Personnel  Adpninistrators 
Tim  Davis 

President,  Elgin  Teachers  Association 
Mark  Doan 

Superintendent,  Farmington  Central  Community  Schools/ 
Representative,  Illinois  Association  of  School  Administators 

Lisa  Jensen 

Human  Resources  Director,  School  District  U-46 
Ascencion  Juarez 

Chief  Human  Resources  Officer,  Chicago  Public  Schools 
John  Luczak 

Senior  Program  Officer,  Joyce  Foundation 

Cordelia  (Dea)  Meyer 

Executive  Vice  President,  Civic  Committee  of 

The  Commercial  Club  of  Chicago 

Molly  Phalen 

President,  Rockford  Education  Association 


Elliot  Regenstein 

Partner,  EducationCounsel  LLC 

Rachel  Resnick 

Chief  Labor  Relations  Officer,  Chicago  Public  Schools 

Charles  P.  Rose 

Partner,  Franczek  Sullivan  P.C. 

Angela  Rudolph 

Program  Officer,  Joyce  Foundation 

Brian  Schwartz 

Associate  Director  &  General  Counsel, 
Illinois  Principals  Association 

Nancy  Slavin 

Director,  Recruitment  and  Workforce  Development, 
Chicago  Public  Schools 

Audrey  Soglin 

Director,  Center  for  Educational  Innovation, 
Illinois  Education  Association-NEA 

Robin  Steans 

Executive  Director,  Advance  Illinois 
Linda  Tomlinson 

Assistant  Superintendent,  Illinois  State  Board  of  Education 

Lisa  Vahey 

Director,  Chicago  New  Teacher  Center 
Cynthia  S.  Woods 

Director  for  Advocacy,  Illinois  Association  of  School  Boards 


"The  impact  of  reviewing  how  teachers  and  administrators  are  evaluated, 
as  well  as  the  impact  of  evaluations  and  decisions  made  about  pay  and 
retention  need  to  he  discussed  openly  so  that  questions  can  he  raised  and 
concerns  addressed.  Illinois  is  a  very  diverse  state  and  decisions  about 
hiring,  teacher  evaluations,  and  retention  are  decided  at  the  local  level. 
Therefore,  it  is  paramount  that  unions,  professional  associations,  teachers, 
administrators,  and  representatives  from  business  and  the  community 
be  involved  as  we  collaborate  and  work  toward  ensuring  that  all  students 
have  effective  teachers." 

-Illinois  State  Board  of  Education  (IL) 


OHIO 

Tim  Kraus 

President,  Cincinnati  Federation  of  Teachers 

Francine  Lawrence 
President,  Toledo  Federation  of  Teachers 

Kathy  McVey 

Human  Resources,  Al<ron  Public  Schools 
Bill  Slegferth 

President,  Akron  Education  Association 
Sue  Taylor 

President,  Ohio  Federation  of  Teachers 
Debra  Tully 

Director  of  Professional  Issues,  Ohio  Federation  of  Teachers 

William  Wendling 
Executive  Director,  The  Ohio  8 

Michelle  Winship 

Education  Reform  Consultant,  Ohio  Education  Association 
Cynthia  L.  Yoder 

Executive  Director,  Center  for  the  Teaching  Profession, 
Ohio  Department  of  Education 

"I  agree  that  all  stakeholders  need  to  come  together  to  create  a  more 
ejfective  teacher  evaluation  system.  Cincinnati  did  try  to  do  just  that 
when  we  created  our  Teacher  Evaluation  System.  Our  system  is  a 
living,  breathing  structure  that  has  changed  for  the  better  over  time. 
We  are  constantly  looking  for  ways  to  improve  and  build  upon  our 
evaluation  system.  The  difficulty  for  us  is  that  we  do  not  have  many 
other  national  examples  to  follow  that  have  as  detailed  or  as 
comprehensive  of  an  approach  to  teacher  evaluation.  Comprehensive 
evaluation  systems  like  ours  are  very  expensive  to  run  and  we  can  only 
evaluate  1/5  of  the  teachers  eachyear.  If  this  is  where  our  country  is  going 
we  will  need  to  find  many,  many  more  dollars  to  do  this,  particularly  if 
every  teacher  is  comprehensively  evaluated  every  year.  Again,  I  caution 
us  all  to  consider  changing  the  larger  context  of  school  structure  first." 

-Cincinnati  Federation  of  Teachers  (OH) 


Tony  Bagshaw 

Senior  Director  of  Knowledge  Management,  Battelle  for  Kids 
Kenneth  (Ken)  Baker 

Associate  Executive  Director,  The  Ohio  Association 
of  Secondary  School  Administrators 

Ann  Bischoff 

Senior  Policy  Analyst,  KidsOhio.org 

Patricia  Frost-Brooks 

President,  Ohio  Education  Association 

Lesley-Ann  Gracey 

Professional  Issues  Representative, 
Cincinnati  Federation  of  Teachers 

Kirk  Hanniltdn 

Deputy  Executive  Director,  Buckeye  Association 
of  School  Administrators 

;U!j|ia  Indaleq 

Teacher  Programs  Manager,  Cincinnati  Public  Schools 
Rhonda  Johnson 

President,  Columbus  Education  Association 

Cej:t7^^,l<^leli,ke.'|:^ 

Executive  Director,  Buckeye  Association  of  School  Administrators 
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ABOUT  THIS  REPORT:  This  non-technical  research  brief  for  poticymal<ers  and  practitioners  summarizes  recent  analyses  from 
the  Measures  of  Effective  Teaching  (MET)  project  on  identifying  effective  teaching  while  accounting  for  differences  among 
teachers'  students,  on  combining  measures  into  composites,  and  on  assuring  reliable  classroom  observations.' 

Readers  who  wish  to  explore  the  technical  aspects  of  these  analyses  may  go  to  www.metproject.org  to  find  the  three  companion 

research  reports:  Have  We  Identified  Effective  Teachers?  by  Thomas  J.  Kane,  Daniel  F.  McCaffrey,  Trey  Miller,  and  Douglas  0, 
Staiger;  A  Composite  Estimator  of  Effective  Teaching  by  Kata  Mihaly,  Daniel  F.  McCaffrey,  Douglas  0.  Staiger,  and  J.R.  Lockwood; 
and  The  Reliability  of  Classroom  Observations  by  School  Personnel  by  Andrew  D.  Ho  and  Thomas  J.  Kane. 


Earlier  MET  project  briefs  and  research  reports  also  on  the  website  include: 


Worldng  with  Teachers  to 
Develop  Fair  and  Reliable 
treasures  of  Teaching  (2010). 
A  white  paper  describing  the 
rationale  for  and  components 
of  the  MET  project's  study 
of  multiple  measures  of 
effective  teaching. 


Learning  about  Teaching: 
Initial  Findings  from  the 
Measures  of  Effective  Teaching 
Project  (2010).  A  research 
report  and  non-technical 
policy  brief  with  the  same 
title  on  analysis  of  student- 
perception  surveys  and 
student  achievement  gain 
measures. 


Gathering  Feedback  for 
Teaching:  Combining 
High-Quality  Observations 
with  Student  Surveys  and 
Achievement  Gains  (2012).  A 
research  report  and  policy/ 
practitioner  brief  with  the 
same  title  with  initial  findings 
on  the  reliability  of  classroom 
observations  and  implications 
for  combining  measures  of 
teaching. 


Aslcing  Students  about 
Teaching:  Student 
Perception  Surveys  and 
Their  Implementation 
(2012).  A  non-technical 
brief  for  policymalcers  and 
practitioners  on  the  qualities 
of  well-designed  student 
surveys  and  Implications 
for  their  implementation 
forteacherfeedbacl<and 
evaluation. 


In  addition,  on  www.metproject.org  readers  will  find  a  set  of  principles  to  guide  the  design  of  teacher 
evaluation  and  support  systems  based  on  the  work  of  the  MET  project.  Its  partners,  and  other  leading  systems 
and  organizations.  Feedback  for  Better  Teaching:  Nine  Principles  for  Using  Measures  of  Effective  Teaching  (2013). 


ABOUT  THE  MET  PROJECT:  The  MET  project  is  a  research  partnership  of  academics,  teachers,  and  education  organizations 
committed  to  investigating  better  ways  to  identify  and  develop  effective  teaching.  Funding  is  provided  by  the  Bill  &  Melinda 
Gates  Foundation. 


The  approximately  3,000  MET  project  teachers  who 

volunteered  to  open  up  their  classrooms  for  this  work  are 
from  the  following  districts:  The  Charlotte-Mecklenburg 
Schools,  the  Dallas  Independent  Schools,  the  Denver 
Public  Schools,  the  Hillsborough  County  Public  Schools, 
the  Memphis  Public  Schools,  the  New  York  City  Schools, 
and  the  Pittsburgh  Public  Schools. 

Partners  include  representatives  of  the  following 
institutions  and  organizations:  American  Institutes  for 
Research,  Cambridge  Education,  University  of  Chicago, 
The  Danielson  Group,  Dartmouth  College,  Educational 
Testing  Service,  Empirical  Education,  Harvard  University, 
National  Board  for  Professional  Teaching  Standards, 
National  Math  and  Science  Initiative,  New  Teacher  Center, 
University  of  Michigan,  RAND,  Rutgers  University, 
University  of  Southern  California,  Stanford  University, 
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states  and  districts  have  launched  unprecedented  efforts  in  recent  years  to 

build  new  feedback  and  evaluation  systems  tinat  support  teacher  growtli  and 
development.  Tlie  goal  is  to  improve  practice  so  that  teachers  can  better  help 
their  students  graduate  from  high  school  ready  to  succeed  in  college  and  beyond. 


These  systems  depend  on  trustworthy 
information  about  teaching  effective- 
ness—information that  recognizes  the 
complexity  of  teaching  and  is  trusted 
by  both  teachers  and  administrators. 
To  that  end,  the  Ivleasures  of  Effective 
Teaching  (METl  project  set  out  three 
years  ago  to  investigate  how  a  set  of 
measures  could  identify  effective  teach- 
ing fairly  and  reliably.  With  the  help  of 
3,000  teacher  volunteers  who  opened 
up  their  classrooms  to  us— along  with 
scores  of  academic  and  organizational 
partners— we  have  studied,  among  other 
measures: 

B  Classroom  observation 
instruments,  including  both 

subject-specific  and  cross-subject 
tools,  that  define  discrete  teaching 
competencies  and  describe  different 
levels  of  performance  for  each; 

R  Student  perception  surveys  that 
assess  l<ey  characteristics  of  the 
classroom  environment,  includ- 
ing supportiveness,  challenge,  and 
order;  and 

u  Student  achievement  gains  on  state 
tests  and  on  more  cognitively  chal- 
lenging assessments. 


We  have  reported  findings  as  we  learned 
thenn  in  order  to  provide  states  and  dis- 
tricts with  evidence-based  guidance  to 
inform  their  ongoing  work.  In  our  initial 
report  in  2010  {Learning  about  Teaching], 
we  found  that  a  well-designed  student 
perception  survey  can  provide  reliable 
feedbacl<  on  aspects  of  teaching  practice 
that  are  predictive  of  student  learning. 
In  2012  [Gatliering  Feedback  for  Teaching], 
we  presented  similar  results  for  class- 
room observations.  We  also  found  that 
an  accurate  observation  rating  requires 
two  or  more  lessons,  each  scored  by  a 
different  certified  observer.  With  each 
analysis  we  have  better  understood 
the  particular  contribution  that  each 
measure  makes  to  a  complete  picture  of 
effective  teaching  and  how  those  mea- 
sures should  be  implemented  to  provide 
teachers  with  accurate  and  meaningful 
feedback. 

This  final  brief  from  the  MET  project's 
three-year  study  highlights  new  analy- 
ses that  extend  and  deepen  the  insights 
from  our  previous  work.  These  studies 
address  three  fundamental  questions 
that  face  practitioners  and  policymakers 
engaged  in  creating  teacher  support  and 
evaluation  systems. 


"Feedback  and  evaluation  systems  depend 
on  trustworthy  information  about  teaching 
effectiveness  to  support  improvement  in  teachers' 
practice  and  better  outcomes  for  students." 


The  Questions 

Can  measures  of  effective  teachincj 
identify  teachers  who  better  help 
students  learn? 

Despite  decades  of  research  suggesting 

that  teachers  are  the  most  important  in- 
school  factor  affecting  student  learning, 
an  underlying  question  remains  unan- 
swered: Are  seemingly  more  effective 
teachers  truly  better  than  other  teachers 
at  improving  student  learning,  or  do  they 
simply  have  better  students? 

Ultimately,  the  only  way  to  resolve  that 
question  was  by  randomly  assigning 
students  to  teachers  to  see  if  teachers 
previously  identified  as  more  effective 
actually  caused  those  students  to  learn 
more.  That  is  what  we  did  for  a  subset 
of  MET  project  teachers.  Based  on  data 
we  collected  during  the  2009-10  school 
year,  we  produced  estimates  of  teach- 
ing effectiveness  for  each  teacher.  We 
adjusted  our  estimates  to  account  for 
student  differences  in  prior  test  scores, 
demographics,  and  other  traits.  We 
then  randomly  assigned  a  classroom  of 
students  to  each  participating  teacher 
for  2010-11. 

Following  the  2010-11  school  year  we 
asl<ed  two  questions:  First,  did  students 
actually  learn  more  when  randomly 


assigned  to  the  teachers  who  seemed 
more  effective  when  we  evaluated  them 
the  prior  year?  And,  second,  did  the 
magnitude  of  the  difference  in  student 
outcomes  following  random  assignment 
correspond  with  expectations? 

How  much  weight  should  be  placed 
on  each  measure  of  effective 
teaching? 

While  using  multiple  measures  to 
provide  feedbacl<  to  teachers,  many 
states  and  districts  also  are  combining 
measures  into  a  single  index  to  support 
decisionmal<ing.  To  date,  there  has  been 
little  empirical  evidence  to  inform  how 
systems  might  weight  each  measure 
within  a  composite  to  support  improve- 
ments in  teacher  effectiveness.  To  help 
fill  that  void,  we  tasl<ed  a  group  of  our 
research  partners  to  use  data  from  MET 
project  teachers  to  build  and  compare 
composites  using  different  weights  and 
different  outcomes. 

How  can  teachers  be  assured 

trustvi/orthy  results  from 
classroom  oliservcitions? 

Our  last  report  on  classroom  observa- 
tions prompted  numerous  ques 
tions  from  practitioners  about 
how  to  best  use  resources 
to  produce  quality  infor 
mation  forfeedbacl< 


on  classroom  practice.  For  example: 
How  many  observers  are  needed  to 
achieve  sufficient  reliability  from  a  given 
number  of  observations?  Do  all  obser- 
vations need  to  be  the  same  length  to 
have  confidence  in  the  results?  And 
what  is  the  value  of  adding  observers 
from  outside  a  teacher's  own  school? 
To  help  answer  these  questions,  we 
designed  a  study  in  which  administra- 
tors and  peer  observers  produced  more 
than  3,000  scores  for  lessons  taught  by 
teachers  within  one  MET  project  partner 
school  district. 

Key  findings  from  those  analyses: 

1.  Effective  teaching  can  be  measured. 

We  collected  measures  of  teaching 
during  2009-10.  We  adjusted  those 
measures  for  the  bacl<grounds  and 
prior  achievement  of  the  students 
in  each  class.  But,  without  random 
assignment,  we  had  no  way  to  know  if 
the  adjustments  we  made  were  suffi- 
cient to  discern  the  marl<ers  of  effec- 
tive teaching  from  the  unmeasured 
aspects  of  students'  bacl<grounds. 


In  fact,  we  learned  that  the  adjusted 
measures  did  identify  teachers  who 
produced  higher  (and  Lower)  average 
student  achievement  gains  following 
random  assignment  in  2010-11.  The 
data  show  that  we  can  identify  groups 
of  teachers  who  are  more  effective 
in  helping  students  learn.  Moreover, 
the  magnitude  of  the  achievement 
gains  that  teachers  generated  was 
consistent  with  expectations. 

in  addition,  we  found  that  more 
effective  teachers  not  only  caused 
students  to  perform  better  on  state 
tests,  but  they  also  caused  students 
to  score  higher  on  other,  more  cog- 
nitively  challenging  assessments  in 
math  and  English. 

2,  Balanced  weights  indicate  multiple 

aspects  of  effective  leaching.  A  com- 
posite with  weights  between  33  per- 
cent and  50  percent  assigned  to  state 
test  scores  demonstrated  the  best  mix 
of  low  volatility  from  year  to  year  and 
ability  to  predict  student  gains  on  mul- 
tiple assessments.  The  composite  that 
best  indicated  improvement  on  state 
tests  heavily  weighted  teachers'  prior 
student  achievement  gains  based  on 
those  same  tests.  But  composites 
that  assigned  33  percent  to  50  percent 


of  the  weight  to  state  tests  did  nearly 
as  well  and  were  somewhat  better  at 
predicting  student  learning  on  more 
cognitively  challenging  assessments. 

Multiple  measures  also  produce 
more  consistent  ratings  than  stu- 
dent achievement  measures  alone. 
Estimates  of  teachers'  effective- 
ness are  more  stable  from  year  to 
year  when  they  combine  classroom 
observations,  student  surveys,  and 
measures  of  student  achievement 
gains  than  when  they  are  based 
solely  on  the  latter. 

3.  Adding  a  second  observer  increases 

reliability  significantly  more  than 
having  the  same  observer  score 
an  additional  lesson.  Teachers' 
observation  scores  vary  more 

from  observer  to  observer  than 
from  lesson  to  lesson.  Given  the 
same  total  number  of  observations, 
including  the  perspectives  of  two  or 
more  observers  per  teacher  greatly 
enhances  reliability.  Our  study  of 
video-based  observation  scoring  also 
revealed  that: 


a.  Additional  shorter  observations 
can  increase  reliability.  Our 
analysis  suggests  that  having 
additional  observers  watch  just 
part  of  a  lesson  may  be  a  cost- 
effective  way  to  boost  reliability  by 
including  additional  perspectives. 

b.  Although  school  administrators 
rate  their  own  teachers  some- 
what higher  than  do  outside 
observers,  how  they  ranl<  their 
teachers'  practice  is  very  similar 
and  teachers'  own  administrators 
actually  discern  bigger  differ- 
ences in  teaching  practice,  which 
increases  reliability. 

c.  Adding  observations  by  observ- 
ers from  outside  a  teacher's 
school  to  those  carried  out  by  a 

teacher's  own  administrator  can 
provide  an  ongoing  checl^  against 
in-school  bias.  This  could  be  done 
for  a  sample  of  teachers  rather 
than  all,  as  we  said  in  Gathering 
Feedback  for  Teaching. 

The  following  pages  further  explain 
these  findings  and  the  analyses  that 
produced  them. 
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By  definition,  teaching  is  effective  when  it  enables  student  learning.  But 

identifying  effective  teaching  is  complicated  by  the  fact  that  teachers  often  have 
very  different  students.  Students  start  the  year  with  different  achievement  levels 
and  different  needs.  Moreover,  some  teachers  tend  to  get  particular  types  of 
students  year  after  year  (that  is,  they  tend  to  get  higher-perfornning  or  lower- 
perfornning  ones).  This  is  why  so-called  value-added  measures  attempt  to 
account  for  differences  in  the  measurable  characteristics  of  a  teacher's  students, 
such  as  prior  test  scores  and  poverty. 


"Teachers  previously 
identified  as  more  effective 
caused  students  to  learn 
more.  Groups  of  teachers 
who  had  been  identified 
as  less  effective  caused 
students  to  learn  less." 


However,  students  differ  in  other 
ways— such  as  behavior  and  parental 
involvement— which  we  typically  cannot 
account  for  in  determining  teaching 
effectiveness.  If  those  "unaccounted  for" 
differences  also  affect  student  learning, 
then  what  seems  like  effective  teaching 
may  actually  reflect  unmeasured  char- 
acteristics of  a  teacher's  students.  The 
only  way  to  i<now  if  measures  of  teaching 
truly  identify  effective  teaching  and  not 
some  unmeasured  student  characteris- 
tics is  by  randomly  assigning  teachers  to 
students.  So  we  did. 

In  2009-10,  we  measured  teachers' 
effectiveness  using  a  combined  mea- 
sure, comprising  teachers'  classroom 
observation  results,  student  perception 
survey  responses,  and  student  achieve- 
ment gains  adjusted  for  student  char- 
acteristics, such  as  prior  performance 


and  demographics.  The  following  year 
(2010-11),  we  randomly  assigned  differ- 
ent rosters  of  students  to  two  or  more 
MET  project  teachers  who  taught  the 

same  grade  and  subject  in  the  same 
school.  Principals  created  rosters  and 
the  RAND  Corp  assigned  them  randomly 
to  teachers  [see  Figure  1),  Our  aim  was 
to  determine  if  the  students  who  were 
randomly  assigned  to  teachers  who 
previously  had  been  identified  as  more 
effective  actually  performed  better  at 
the  end  of  the  2010-11  school  year.^ 

They  did.  On  average,  the  2009-10 
composite  measure  of  effective  teaching 
accurately  predicted  2010-11  student 
performance.  The  research  confirmed 
that,  as  a  group,  teachers  previously 
identified  as  more  effective  caused  stu- 
dents to  learn  more.  Groups  of  teachers 
who  had  been  identified  as  less  effective 


caused  students  to  learn  less.  We  can 
say  they  "caused"  more  (or  less)  student 
learning  because  when  we  randomly 
assigned  teachers  to  students  during  the 
second  year,  we  could  be  confident  that 
any  subsequent  differences  in  achieve- 
ment were  being  driven  by  the  teachers, 
not  by  the  unmeasured  characteristics 


of  their  students.  In  addition,  the  mag- 
nitude of  the  gains  they  caused  was 
consistent  with  our  expectations. 

Figure  2  illustrates  just  how  well  the 
measures  of  effective  teaching  pre- 
dicted student  achievement  following 
random  assignment.  The  diagonal  line 


represents  perfect  prediction.  Dots 
above  the  diagonal  line  indicate  groups 
of  teachers  whose  student  outcomes  fol- 
lowing random  assignment  were  better 
than  predicted.  Dots  below  the  line  indi- 
cate groups  of  teachers  whose  student 
outcomes  following  random  assignment 
were  worse  than  predicted.  Each  dot 


Figure  1 


Putting  Measures  of  Effective  Teaching  to  the  Test  with 


Random  Assignment 


1. 


Principals  created  rosters  for  each  class 


2u  The  rosters  were  assigned  randomly 
witliin  eacli  grade  and  subject 

3h  We  predicted  student  outcomes  based  on 
teachers'  previous  results,  observations, 
and  student  surveys. 


I 


We  compared  those  predictions  to  actual  differences. 


Do  measures  of  teaching  really  identify  teachers  who  help  students  learn  more,  or  do  seemingly  more  effective  teachers 
just  get  better  students?  To  find  out,  the  MET  project  orchestrated  a  large-scale  experiment  with  MET  project  teachers 
to  see  if  teachers  identified  as  more  effective  than  their  peers  would  have  greater  student  achievement  gains  even  with 
students  who  were  assigned  randomly. 

To  do  so,  the  MET  project  first  estimated  teachersi  effectiveness  using  multiple  measures  from  the  2009-10  school  year. 
As  is  common  in  schools,  some  teachers  liad  been  assigned  students  vj\lh  stronger  prior  achievement  than  others.  In 
assessing  each  teacher's  practice  that  year,  the  project  controlled  for  students,  prior  achievement  arid  deiriGgraphic 
characterisUeffiButttiere  may  have  been  other  differences  among  students  as  well.  So  for  the  following  schooLyear 
l2010rr11)iiiprirKipals:created  rosters  of  students  for  each  class  in  the  study,  and  then  researchers  randomly  assigned 
each  rostertoa'pa^^^^^ 

At  the  end  of  tKei^OioSlI  school  year,  MET  project  analysts  checked  to  see  if  students  taugtit  by  teachefs  Tdentified  as 
more  effective  than  their  colleagues  actually  had  greater  achievement  gains  than  students  taught  by  teachers  iden- 
tified as  less  effective«They  also  checl<ed  to  see  how  well  actual  student  achievement  gains  for  teachersi matched 
predicted  gains. 





represents  5  percent  of  the  teachers  in 
the  analysis,  sorted  based  on  their  pre- 
dicted fmpact  on  student  achievement.* 

As  seen  in  Figure  2,  in  both  math 
and  English  language  arts  (ELA),  the 
groups  of  teachers  with  greater  pre- 
dicted impacts  on  student  achievement 
generally  had  greater  actual  impacts  on 
student  achievement  following  ran- 
dom assignment.  Further,  the  actual 


impacts  are  approximately  in  line  with 
the  predicted  impacts.^  We  also  found 
that  teachers  who  we  identified  as  being 
effective  in  promoting  achievement  on 
the  state  tests  also  generated  larger 
gains  on  the  supplemental  tests  admin- 
istered in  spring  2011. 

Based  on  our  analysis,  we  can  unam- 
biguously say  that  school  systems 
should  account  for  the  prior  test  scores 


of  students.  When  we  removed  this 
control,  we  wound  up  predicting  much 
larger  differences  in  achievement 
than  actually  occurred,  indicating  that 
student  assignment  biased  the  results. 
However,  our  analysis  could  not  shed 
as  much  light  on  the  need  to  control 
for  demographics  or  "peer  effects"— 
that  is,  the  average  prior  achievement 
and  demographics  of  each  student's 
classmates.  Although  we  included  those 


Figure  2 


Effectiveness  Measures  Identify  Teachers 
Who  Help  Students  Learn  More 


Actual  and  Predicted  Achievement  of  Pvandornizecl  Classrooms  (Msth) 
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Actual  and  Pi  edir.tefJ  Achievement  of  Randomized  Classrooms 
(English  Language  Arts) 
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Predicted 


I 


^liiiiiiS|i-.05  0  .05 

Predicted  Achievement  (in  standard  deviations) 


These  charts  compare  the  actual  2010-11  school 
year  achievement  gains  for  randomly  assigned 
classroomswith  the  l  osullr.  that  weio  predicted 
based  on  the  earlier  measures  of  teaching 
effectiveness? EacKdotrepresents  the  combination 
of  actual  and  nstimnted  student  perfortDanco  for  5 
percent  of  the  teachers  in  Iho  sstudy,  grouped  by  the 
teachers'  estimated  effeGtivenessaThe  dashed  line 
shows  where  the  dots  ■.voul.'l  boif  Iheactiinl  and 
predicted  gains  matched  perfectly. 

On  average,  students  of  teachers  with  higher  teacher 
effectiveness  estimates  outperformed  students  of 
teachers  with  lower  teacher  effectiveness  estimates. 
Moreover,  the  magnitude  of  studentr;'  actual  gains  JiMsi! 
largely  corresponded  with  gains  preUicleu  by  their 
effectiveness  measured  the  previous  year.  Bolh 

ii  the  actual  and  predicted  achievement  are  reported  • 

srelative  to  the  mean  in|he,randomization  block.  Thatss 
is,  a  zero  on  either  axis  indplies  that  the  value  was 
no  different  from  the  mean  for  the  small  group  of 

Iteaciiers  in  a  grade,  subject,  and  school  within  which 

f  class  lists  were  randomized. 

Impacts  are  reported  in  student-level  standard 
deviations.  A  .25  standard  deviation  difference 
(  igroughly  equivalent  to  a  year  of  schooling.  The 
||redicted  impacts  are  adjusted  downward  to  account 
for  incomplete  compliance  with  randomization. 


"We  can  unambiguously  say  that  school  systems  should  adjust  their  achievement 
gain  measures  to  account  for  the  prior  test  scores  of  students.  When  we  removed 
this  control,  we  wound  up  predicting  much  larger  differences  in  achievement  than 
actually  occurred." 


controls,  we  cannot  determine  fronn 

our  evidence  whether  school  systems 
should  include  them.  Our  results  were 
ambiguous  on  that  score. 

To  avoid  over-interpretation  of  these 
results,  we  hasten  to  add  two  caveats: 
First,  a  prediction  can  be  correct  on 
average  but  still  be  subject  to  measure- 
ment error.  Our  predictions  of  students' 
achievement  following  random  assign- 
ment were  correct  on  average,  but 


within  every  group  there  were  some 
teachers  whose  students  performed 
better  than  predicted  and  some  whose 
students  performed  worse.  Second, 
we  could  not,  as  a  practical  matter, 
randomly  assign  students  or  teachers  to 
a  different  school  site.  As  a  result,  our 
study  does  not  allow  us  to  investigate 
bias  in  teacher  effectiveness  measures 
arising  from  student  sorting  between 
different  schools.' 


Nonetheless,  our  analysis  should 
give  heart  to  those  who  have  invested 
considerable  effort  to  develop  practices 
and  policies  to  measure  and  support 
effective  teaching.  Through  this  large- 
scale  study  involving  random  assign- 
ment of  teachers  to  students,  we  are 
confident  that  we  can  identify  groups  of 
teachers  who  are  comparatively  more 
effective  than  their  peers  in  helping  stu- 
dents learn.  Great  teaching  does  make 
a  difference. 


riaceo 


Teaching  is  too  complex  for  any  single  measure  of  performance  to  capture  it 
accurately.  Identifying  great  teachers  requires  nnuLtiple  measures.  While  states 
and  districts  ennbrace  multiple  measures  for  targeted  feedback,  many  also  are 
combining  measures  into  a  single  index,  or  composite.  An  index  or  composite 
can  be  a  useful  summary  of  complex  information  to  support  decisionmaking. 
The  challenge  is  to  combine  measures  in  ways  that  support  effective  teaching 
while  avoiding  such  unintended  consequences  as  too-narrow  a  focus  on  one 
aspect  of  effective  teaching. 


To  dale,  there  has  been  little  empiri- 
cal evidence  to  suggest  a  rationale  for 
particularweights.  The  MET  project's 
report  Gathering  Feedback  for  Teaching 
showed  that  equally  weighting  three 
measures,  including  achievennent  gains, 
did  a  better  job  predicting  teachers' 
success  (across  several  student  out- 
connes)  than  teachers'  years  of  experi- 
ence and  masters'  degrees.  But  that 
work  did  not  attempt  to  determine  opti- 
mal weights  for  composite  measures. 

Over  the  past  year,  a  team  of  MET 
project  researchers  from  the  RAND 
Corporation  and  Dartmouth  College 
used  MET  project  data  to  compare  dif- 
ferently weighted  composites  and  study 
the  implications  of  different  weighting 
schemes  for  different  outcomes.  As 


in  the  Gathering  Feedback  forTeaching 
report,  these  composites  included  stu- 
dent achievement  gains  based  on  state 
assessments,  classroom  observations, 
and  student  surveys.  The  research- 
ers estimated  the  ability  of  variously 
weighted  composites  to  produce  con- 
sistent results  and  accurately  forecast 
teachers'  impact  on  student  achieve- 
ment gains  on  different  types  of  tests. 

The  goal  was  not  to  suggest  a  spe- 
cific set  of  weights  but  to  illustrate 

the  trade-offs  involved  when  choosing 
weights.  Assigning  significant  weight 
to  one  measure  might  yield  the  best 
predictor  of  future  performance  on  that 
measure.  But  heavily  weighting  a  single 
measure  may  incentivize  teachers  to 
focus  too  narrowly  on  a  single  aspect 


of  effective  teaching  and  neglect  its 
other  important  aspects.  For  example,  a 
singular  focus  on  state  tests  could  dis- 
place gains  on  other  harder-to-measure 
outcomes.  Moreover,  if  the  goal  is  for 
students  to  meet  a  broader  set  of  learn- 
ing objectives  than  are  measured  by  a 
state's  tests,  then  too-heavily  weighting 
that  test  could  make  it  harder  to  identify 
teachers  who  are  producing  other  val- 
ued outcomes. 

Composites  Compared 

The  research  team  compared  four 
different  w/eighting  models,  illustrated 
in  Figure  3:  (Model  1)  The  "best 
predictor"  of  state  achievement 
test  gains  (with  weights  calculated 
to  maximize  the  ability  to  predict 
teachers'  student  achievement  gains  on 
state  tests,  resulting  in  65+  percent  of 
the  v\/eight  being  placed  on  the  student 
achievement  gains  across  grades  and 
subjects);  (Model  2)  a  composite  that 


assigned  50  percent  of  the  weight  to 
students'  state  achievement  test  gains; 
(Model  3)  a  composite  that  applied 
equal  weights  to  each  measure;  and 
(Model  4)  one  that  gave  50  percent  to 
observation  ratings  and  25  percent 
each  to  achievement  gains  and  student 
surveys.  The  weights  that  best  predict 
state  tests,  shown  for  Model  1  in 
Figure  3,  were  calculated  to  predict 
gains  on  state  ELA  tests  at  the  middle 
school  level,  which  assigns  a  whopping 


81  percent  of  the  weight  to  prior  gains 
on  the  same  tests  [best-predictor 
weights  for  other  grades  and  subjects 
are  in  the  table  on  page  14). 

Figure  4  compares  the  different  weight- 
ing schemes  on  three  criteria,  using 
middle  school  ELA  as  an  example  (see 
the  table  on  page  14  for  other  grades 
and  subjects).  The  first  is  predicting 
teachers'  student  achievement  gains 
on  state  assessments.  A  correlation  of 
1.0  would  indicate  perfect  accuracy  in 


"Heavily  weighting  a  single  measure  may  incentivize 
teachers  to  focus  too  narrowly  on  a  single  aspect  of 
effective  teaching  and  neglect  its  other  important 
aspects. ...  [I]f  the  goal  is  for  students  to  meet  a 
broader  set  of  learning  objectives  than  are  measured 
by  a  state's  tests,  then  too-heavily  weighting  that  test 
could  mal<e  it  harder  to  identify  teachers  who  are 
producing  other  valued  outcomes." 


Four  Ways  to  Weight 


m%  j 


Weighted  for  rnaximum 
accuracy  in  predicting 
gains  on  state  tests* 


50%  weight  on 
state  test  results  i 


Equal  weights 


50%  weights  on 
observations 


□  Achievement  gains 
on  state  tests 


Sii.'f/i.'o/  aiirvcys 


Observations 


*Weights  shown  for  Model  1  were  calculated  to  best  predict  gains  on  stale  tests  for  middle  school  English 
language  arts.  Similar  best  predictor  weights  for  other  grades  and  subjects  are  in  the  table  on  page  14. 


The^e.  charts  illustrate  four  ways  to  construct  a 
cqnfipbsite  measure  of  effective  teaching.  Each 
rhodel  uses  different  weights  but  includes  the 
same  components—  student  achievement  gains  j 
on  the  state  tests,  student  perception  surveys, 
and  classroom  observations.  Model  1  uses  the 
weights  that  would  best  predict  a  teacher's 
impact  on  state  test  scores.  Across  grades  and 

ssubjects,  the  "best  predictor"  model  assigns 
65  percent  or  more  of  the  weight  to  a  teacher's 
prior  state  test  gains.  Models  2-4  are  not  based 
on  maximizing  any  particular  outcome.  They 

sapproximate  different  weighting  schemes 
used  by  states  and  districts,  with  each  model 
placing  progressively  less  weight  on  student 
achievement  gains  on  state  tests. 


Trade-Offs  from  Different  Weighting  Schemes 
Middle  School  English  Language  Arts 

i 

Correlation  with  Correlation  with  Reliability 

state  tests  gains  higher-order  tests 


Models 


These  bars  compare  the  four  weighting  schemes  in  Figure  3  on  three  criteria:  accuracy  in 
predicting  teachers'  achievement  gains  on  state  tests;  accuracy  in  predicting  student  achievement 
gains  on  supplemental  assessments  designed  to  test  higher-order  thinl<ing  si<ills;  and  reliability, 
reflecting  the  year-to-year  stability  of  teachers'  results.  Shown  are  the  results  for  middle  school 
ELA  Isee  Table  1  on  page  U  for  results  for  other  grades  and  subjects). 

As  indicated,  l^odel  2  (50  percent  state  test  results)  and  |v|odel3  (33  percent  state  tests)  achieve 
much  of  the  same  predictive  power  as  Model  1  [the  "best  predictor"  of  state  test  results)  in 
anticipating  teachers'  future  state  test  results  (Model  1).  Model  4-  (50  percent  observation)  is 
considerably  less  predictive.  However,  the  figures  also  illustrate  two  other  trade-offs.  Models 
2  and  3  also  are  somewhat  better  than  Model  1  at  predicting  gains  on  the  tests  of  higher-order 
thini<ing  skills  (for  all  but  elementary  school  math).  Across  most  grades  and  subjects.  Model  1  was 
the  least  reliable. 


predicting  teachers'  student  achieve- 
ment gains  on  state  tests.  By  definition, 
the  best  composite  in  this  regard  is 

Model  1,  the  model  weighted  for  maxi- 
mizing accuracy  on  state  test  results. 
Models  2-4  show  the  effect  of  reducing 
weights  on  student  achievement  gains 
on  state  tests  for  middle  school  ELA.  As 
shown  from  middle  school  ELA,  reduc- 
ing weights  on  student  achievement 
gains  decreases  the  power  to  predict 
future  student  achievement  gains  on 
state  tests  from  0.69  to  0.63  with  Model 


2;  to  0.53  with  Model  3;  and  to  0.43  with 
Model  4.  Other  grades  and  subjects 
showed  similar  patterns,  as  indicated  in 
the  table  on  page  14. 

While  it  is  true  that  the  state  tests 
are  limited  and  that  schools  should 
value  other  outcomes,  observations 
and  student  surveys  may  not  be  more 
correlated  with  those  other  outcomes 
than  the  state  tests.  As  a  result,  we 
set  out  to  test  the  strength  of  each 
model's  correlation  with  another  set  of 


test  outcomes.  The  middle  set  of  bars 
in  Figure  4  compares  the  four  models 
(see  Figure  3)— each  using  state  test 

results  to  measure  achievement 
gains— on  how  well  they  would  predict 
teachers'  student  achievement  gains 
on  supplemental  tests  that  were 
administered  in  MET  project  teachers' 
classrooms:  The  SAT  9  Open-Ended 
Reading  Assessment  (SAT  9  OE) 
and  the  Balanced  Assessment  in 
Mathematics  (BAM). 


While  covering  less  material  than 
state  tests,  the  SAT  9  OE  and  BAM 
assessments  include  more  cogni- 
tively  challenging  itenns  that  require 
writing,  analysis,  and  application 
of  concepts,  and  they  are  meant  to 
assess  higher-order  thinking  skills. 
Sample  items  released  by  the  assess- 
ment consortia  for  the  new  Common 
Core  State  Standards  assessments 
are  more  similar  to  the  items  on  these 


supplemental  tests  than  the  ones 
on  the  state  assessments.  Shown 
in  Figure  4  is  the  effect  of  reduc- 
ing the  weight  on  state  test  gains 
in  predicting  gains  on  these  other 
assessments,  again  for  middle  school 
ELA.  For  most  grades  and  subjects. 
Model  2  and  Model  3  (50  percent  state 
test  and  equal  weights  for  all  three 
measures)  best  predicted  teachers' 
student  achievement  gains  on  these 


supplemental  assessments,  with  little 
difference  between  the  two  models. 
The  one  exception  was  elementary 
school  math,  where  Model  1  (best  pre- 
dictor) was  best. 

The  third  set  of  bars  in  Figure  4 
compares  composites  on  their  reli- 
ability—that is,  the  extent  to  which  the 
composite  would  produce  consistent 
results  for  the  same  teachers  from 
year  to  year  (on  a  scale  from  0-1.0,  with 


increasing  Accyracy;.  neikwini  Mistai6ls|i||| 

When  highrstakes  decisions  must  be  made,  can  these 
measures  support  them?  Undoubtedly,  that  question  will 
he  repeated  in  school  board  meetings  and  in  faculty  break 
rooms  around  the  country  In  the  coming  years. 

The  answer  is  yes,  not  because  the  measures  are  perfect 
(they  are  not),  but  because  the  combined  measure  is  better 
on  virtually  every  dimension  than  the  measures  in  use  now. 
There  is  no  way  to  avoid  the  stakes  attached  to  every  hir- 
ing, retention,  and  pay  decision.  And  deciding  not  to  make  a 
change  is,  afterall,  a  decision.  No  measure  is  perfect,  but 
better  information  should  support  better  decisions. 

In  our  report  Gathering  Feedback  for  Teaching,  we  compared 
the  equally  weighted  measure  (Model  3  in  Figures  3  and  4) 
to  two  indicators  that  are  almost  universally  used  for  pay  or 
retention  decisions  today:  teaching  experience  and  posses- 
sion of  a  master's  degree.  On  every  student  outcome— the 
state  tests,  supplemental  tests,  student's  self-reported 
level  of  effort  and  enjoyment  in  class— the  teachers  who 
excelled  on  the  composite  measure  had  better  outcomes 
than  those  with  high  levels  of  teaching  experience  or  a  mas- 
ter's degree. 

In  addition,  many  districts  currently  require  classroom 
observations,  but  they  do  not  include  student  surveys  or 
achievement  galnsiiWe  tested  whether  observations  alone 
are  enough.  Even  with  four  full  classroom  observations  (two 
by  one  observer  and  two  by  another),  conducted  by  observ- 
ers trained  and  certified  by  the  Educational  Testing  Servicu, 
lliG  observation-only  model  performed  far  worse  than  any  of 


our  multiple  measures  composites.  (The  correlations  com- 
parable to  those  in  Figure  5  would  have  been  .14  and  .25  with 
the  state  tests  and  test  of  higfier-orderskills.j 

Still,  it  is  fair  to  ask,  what  might  bo  done  to  reduce  error? 
Many  steps  have  been  discussed  in  this  and  other  reports 
from  the  project: 

i  j  First,  if  any  type  of  student  data  is  to  be  used— either 
from  tests  or  from  student  surveys— school  systems 
should  give  teachers  a  chance  to  correct  errors  in  their 
student  rosters. 

!  •  Second,  classroom  observers  should  not  only  be  trained 
on  the  instrument.  They  should  first  demonstrate  their 
accuracy  by  scoring  videos  or  observing  a  class  with  a 
master  observer. 

I  ;  Third,  observations  should  be  done  by  more  than  one 
observer.  A  principal's  observation  Is  not  enough.  To 
ensure  reliability,  it  is  important  to  involve  at  least  one 
other  observer,  either  from  inside  or  outside  the  school. 

l  i  Fourth,  If  multiple  years  of  data  on  student  achievement 
gains,  observations,  and  student  surveys  are  available, 

S  i  they  should  be  used.  For  novice  teachers  and  for  systems 
ii  teacher  evaluations  for  the  first  time,  there 

may  be  only  a  single  year  available.  We  have  demon- 

isfti  s  a  single  year  contains  Information  worth 

acting  on.  But  the  information  would  be  even  better  if  it 
Included  multiple  years:  When  multiple  years  of  data  are 
available  they  should  be  averaged  (although  some  sys- 
tems may  choose  to  weight  recent  years  more  heavily). 


1.0  representing  perfect  consistency 
and  no  volatility).  Again,  results  shown 
are  for  middle  school  ELA.  Across  all 
grades  and  subjects,  the  most  reliable 
composites  were  either  Models  2  (50 
percent  state  test)  or  3  (equal  weights). 
For  all  but  middle  school  math,  the  least 
reliable  composite  was  Model  1  [best 
predictor),  ModeU  (50  percent  observa- 
tions) was  somewhat  less  reliable  than 
Model  2  (equal  weights)  for  all  grades 
and  subjects.  Although  not  shown,  stu- 
dent achievement  gains  on  state  tests 
by  themselves  are  less  stable  than  all 
of  the  composites,  with  one  exception: 


Model  4  [50  percent  observations]  is 
slightly  less  stable  than  achievement 
gains  alone  for  middle  school  math. 

General  Implications 

The  intent  of  this  analysis  was  not  to 
recommend  an  ideal  set  of  weights  to 
use  in  every  circumstance.  Rather,  our 
goal  was  to  describe  the  trade-offs 
among  different  approaches.' 

If  the  goalfs  to  predict  gains  on  state 
tests,  then  the  composites  that  put  65+ 
percent  of  the  weight  on  the  student 
achievement  gains  on  those  tests  will 


generally  show  the  greatest  accuracy. 
However,  reducing  the  weights  on  the 
state  test  achievement  gain  measures  to 
50  percent  or  33  percent  generates  two 
positive  trade-offs:  it  increases  stability 
(lessens  volatility  from  year  to  year)  and 
it  also  increases  somewhat  the  correla- 
tion with  tests  other  than  the  state  tests. 

However,  It  Is  possible  to  go  too  far. 

Lowering  the  weight  on  state  test 
achievement  gains  below  33  percent, 
and  raising  the  weight  on  observations 
to  50  percent  and  including  student 

surveys  at  25  percent,  is  counter- 
productive. It  not  only  lowers  the 


CALCULATED  WEIGHTS  FOf?  MAXIMUM  ACCURACY  IN  PREDICTING  GAINS  ON  STATE  TESTS 


English  Language  Arts 

MathiSiliiiiiiR^ 

State  Tests 

Observations     Student  Surveys 

state  Tests 

Observations! 

Student  Surveys 

Elctnenlary 
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9%  25% 
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Middte;i||il 

81% 

lilil     2%  17% 
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RELIABILITY  AND  ACCURACY  OF  DIFFERENT  WEIGHTING  SCHEMES 
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Math 
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50%  State 
Test 
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0.46 

0.50 
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Elementary 
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0.59 
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0.65 

0,54 

0.46 

Correlation 
with  higher^ . 
order  test 

0.35 

0.37 
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0.29 
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0.20 
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0.66 
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0.86 

0.88 

0.88 
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with  state 
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0.69 
0.29 

0.63 
0.34 

|g|i:i|j3|||: 

,  0.38"'"'""' 

0.84 
0.44 

0.73 

0.45 

0.65 
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correlation  with  state  achievement 
gains;  it  can  also  low/er  reliability  and 
the  correlation  with  other  types  of 
testing  outcomes. 

Ultimately,  states,  local  education 

authorities,  and  other  stakehold- 
ers need  to  decide  how  to  weight  the 
measures  in  a  composite.  Our  data  \ 
suggest  that  assigning  50  percent  or  I 
33  percent  of  the  weight  to  state  test  \ 
results  maintains  considerable  pre-  | 
dictive  power,  increases  reliability,  j 
and  potentially  avoids  the  unintended 
negative  consequences  from  assigning  ■ 
too-heavy  weights  to  a  single  measure.,; 
Removing  too  much  weight  from  state 
tests,  however,  may  not  be  a  good  idea, 
given  the  lower  predictive  power  and 
reliability  of  Model  4  [25  percent  state 
tests).  In  short,  there  is  a  range  of 
reasonable  weights  for  a  composite  of 
multiple  measures. 

Validity  and  Content 
Knowledge  for  Teaching 

Teachers  shouldn't  be  asl<ed  to  expend 
effort  to  improve  something  that  doesn't 
help  them  achieve  better  outcomes 
for  their  students.  If  a  mea- 
sure  is  to  be  included 


in  formal  evaluation,  then  it  should  be 
shown  that  teachers  who  perform  better 
on  that  measure  are  generally  more 
effective  in  improving  student  outcomes. 
This  test  for  "validity"  has  been  central 
to  the  MET  project's  analyses.  Measures 
that  have  passed  this  test  include  high- 
quality  classroom  observations,  well- 
designed  student-perception  surveys, 
and  teachers'  prior  records  of  student 
achievement  gains  on  state  tests. 

Over  the  past  year,  MET  project 
researchers  have  investigated  another 
type  of  measure,  called  the  Content 
Knowledge  for  Teaching  (CKTl  tests. 
These  are  meant  to  assess  teach- 
ers' understanding  of  how  students 
acquire  and  understand  subject- 
specific  skills  and  concepts  in  math 
and  ELA.  Developed  by  the  Educational 
Testing  Service  and  researchers  at  the 
University  of  Michigan,  these  tests  are 
among  the  newest  measures  of  teaching 
included  in  the  MET  project's  analyses. 
Mostly  multiple  choice,  the  questions 
ask  how  to  best  represent  ideas  to 
students,  assess  student  understand- 
ing, and  determine  sources  of  students' 
confusion. 


The  CKT  tests  studied  by  the  MET 
project  did  not  pass  our  test  for  validity. 
MET  project  teachers  who  performed 
better  on  the  CKT  tests  were  not 
substantively  more  effective  in 
improving  student  achievement  on 
the  outcomes  we  measured.  This  was 
true  whether  student  achievement 
was  measured  using  state  tests  or  the 
supplemental  assessments  of  higher- 
order  thinking  skills.  For  this  reason, 
the  MET  project  did  not  include  CKT 
results  within  its  composite  measure  of 
effective  teaching. 

These  results,  however,  speak  to  the 
validity  of  the  current  measure  still 
early  in  its  development  in  predicting 
achievement  gains  on  particular  stu- 
dent assessments— not  to  the  impor- 
tance of  content-specific  pedagogical 
knowledge,  CKT  as  a  concept  remains 
promising.  The  teachers  with  higher 
CKT  scores  did  seem  to  have  somewhat 
higher  scores  on  two  subject-based 
classroom  observation  instruments: 
the  Mathematical  Quality  of  Instruction 
(MQIl  and  the  Protocol  for  Language 
Arts  Teacher  Observations  iPLATO). 
Moreover,  the  MET  project's  last  report 
suggested  that  some  content-specific 
observation  instruments  were  better 
than  cross-subject  ones  in  identifying 
teachers  who  were  more  effective  in 
improving  student  achievement  in  ELA 
and  math.  Researchers  will  continue  to 
develop  measures  for  assessing  teach- 
ers' content-specific  teaching  knowl- 
edge and  validating  them  as  states 
create  new  assessments  aligned  to  the 
Common  Core  State  Standards.  When 
they  have  been  shown  to  be  substan- 
tively related  to  a  teacher's  students' 
achievement  gains,  these  should  be 
considered  for  inclusion  as  part  of 
a  composite  measure  of  effective 
teaching. 


w 


r 


rustworth 


LS  iroin 


Classroom  Observations? 


Classroom  observations  can  be  powerful  tools  for  professional  growth.  But 

for  observations  to  be  of  value,  they  must  reliably  reflect  what  teachers  do 
throughout  the  year,  as  opposed  to  the  subjective  impressions  of  a  particular 
observer  or  some  unusual  aspect  of  a  particular  lesson.  Teachers  need  to  know 
they  are  being  observed  by  the  right  people,  with  the  right  sl<ills,  and  a  sufficient 
number  of  times  to  produce  trustworthy  results.  Given  this,  the  challenge  for 
school  systems  is  to  make  the  best  use  of  resources  to  provide  teachers  with 
high-quality  feedback  to  improve  their  practice. 


"For  the  same  total 
number  of  observations, 
incorporating  additional 
observers  increases 
reliability." 


The  MET  project's  report  Gathering 
Feedback  for  Teaching  showed  the 
importance  of  averaging  together 
multiple  observations  from  multiple 
observers  to  boost  reliability.  Reliability 
represents  the  extent  to  which  results 
reflect  consistent  aspects  of  a  teacher's 
practice,  as  opposed  to  other  fac- 
tors such  as  observer  judgment.  We 
also  stressed  that  observers  must  be 
well-trained  and  assessed  for  accuracy 
before  they  score  teachers'  lessons. 

But  there  were  many  practical  ques- 
tions the  MET  project  couldn't  answer  in 
its  previous  study.  Among  them: 

H   Can  school  administrators  reliably 
assess  the  practice  of  teachers  in 
their  schools? 


H   Can  additional  observations  by  exter- 
nal observers  not  familiarwith  a 
teacher  increase  reliability? 

m  Must  all  observations  involve  viewing 

the  entire  lesson  or  can  partial  les- 
sons be  used  to  increase  reliability? 
And. 

B  What  is  the  incremental  benefit  of 
adding  additional  lessons  and  addi- 
tional observers? 

These  questions  came  from  our 
partners,  teachers,  and  administra- 
tors in  urban  school  districts.  In 
response,  with  the  help  of  a  partner 
district,  the  Hillsborough  County  (Fla.) 
Public  Schools,  the  MET  project  added 
a  study  of  classroom  observation 
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Like  many  school  districts,  Hillsborough  County  uses  an 
evaluation  instrument  adapted  from  the  Framework  for 
Teaching,  developed  by  Charlotte  Danielson.  The  framework 
defines  four  levels  of  performance  for  specific  competen- 
cies in  four  domains  of  practice.  Two  of  those  domains. 


pertain  to  activities  outside  the  classroom:  Planning  and 
Preparation,  and  Professional  Responsibility.  Observers 
rated  teachers  on  the  10  competencies  in  the  framework's 
two  classroom-focused  domains,  as  shown: 


Domain  2:  The  Classroom  Environment 


Domain  3:  Instruction 


"  Creating  an  Environment  of  Respect  and  Rapport 
I"  Establishing  a  Culture  of  Learning 

■  Managing  Classroom  Procedures 

■  Managing  Student  Behavior 
"  Organizing  Physical  Space 


"  Communicating  with  Students 

"  Using  Discussion  and  Questioning  Techniques 

"  Engaging  Students  in  Learning 

"  Using  Assessment  in  instruction 

»  Demonstrating  Flexibility  and  Responsiveness 


reliability.  This  study  engaged  district 
administrators  and  teacher  experts 
to  observe  video-recorded  lessons  of 
67  Hillsborough  County  teachers  who 
agreed  to  participate. 
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Two  types  of  observers  took  part  in 
the  study:  Fifty-three  were 
school-based  admin- 
istrators—either '"^ 
principals  or 
assistant 


principals— and  76  were  peer  observers 
The  latter  are  district-based  posi- 
tions filled  by  teachers  on  leave  from 
the  classroom  who  are  responsible 
for  observing  and  providing  feed- 
back to  teachers  in  multiple  schools. 
In  Hillsborough  County's  evaluation 
system,  teachers  are  observed  multiple 
times,  formally  and  informally,  by  their 
administrators  and  by  peer  observ- 
ers. Administrators  and  peers  are 
trained  and  certified  in  the  district's 
observation  instrument,  which  is 
5     based  on  Charlotte  Danielson's 
Framework  for  Teaching. 


These  observers  each  rated  24  lessons 
for  us  and  produced  more  than  3,000 
ratings  that  we  could  use  to  investigate 
our  questions.  MET  project  research- 
ers were  able  to  calculate  reliability 
for  many  combinations  of  observers 
(administrator  and  peer),  lessons  (from 
1  to  4),  and  observation  duration  (full 
lesson  or  15  minutes).  We  were  able  to 
compare  differences  in  the  ratings  given 
to  teachers'  lessons  by  their  own 
and  unknown  administrators 
and  between  administrators 
and  pe(-'  ■ . 
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Effects  on  Reliability 

Figure  5  graphically  represents  many 
of  the  key  findings  from  our  analyses 
of  those  ratings.  Shown  are  the  esti- 
mated reliabilities  for  results  from  a 
given  set  of  classroom  observations. 
Reliability  is  expressed  on  a  scale  from 
Oto  1.  A  higher  number  indicates  that 
results  are  more  attributable  to  the 
particular  teacher  as  opposed  to  other 
factors  such  as  the  particular  observer 
or  lesson.  When  results  for  the  same 
teachers  vary  from  lesson  to  lesson  or 
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There  Are  Many  Roads  to  Reliability 

Reliability 


from  observer  to  observer,  then  averag- 
ing teachers*  ratings  across  multiple 
lessons  or  observers  decreases  the 
amount  of  "error"  due  to  such  factors, 
and  it  Increases  reliability. 

Adding  lessons  and  observers  increases 
the  reliability  of  classroom  observa- 
tions. In  our  estimates,  if  a  teacher's 
results  are  based  on  two  lessons,  having 
the  second  lesson  scored  by  a  second 
observer  can  boost  reliability  signifi- 
cantly. This  Is  shown  in  Figure  5i  When 
the  same  administrator  observes  a 


second  lesson,  reliability  increases  from 
.51  to  .58.  but  when  the  second  lesson 
Is  observed  by  a  different  administra- 
tor from  the  same  school,  reliability 
Increases  more  than  twice  as  much, 
from  .51  to  .67.  Whenever  a  given  number 
of  lessons  was  split  between  multiple 
observers,  the  reliability  was  greater 
than  that  achieved  by  a  single  observer. 
In  other  words,  for  the  same  total 
number  of  observations.  Incorporating 
additional  observers  Increases  reliability. 

Of  course,  it  would  be  a  problem  if 

school  administrators  and  peer  observ- 
ers produced  vastly  different  results  for 
the  same  teachers.  But  we  didn't  find 
that  to  be  the  case.  Although  adminis- 
trators gave  higher  scores  to  their  own 
teachers,  their  ranl^ings  of  their  own 
teachers  were  similar  to  those  produced 
by  peer  observers  and  administrators 
from  other  schools.  This  implies  that 
administrators  are  seeing  the  same 


^  Lesson  observed  by  own  administrator  =  45  min 
@  Lesson  observed  by  peer  observer  =  45  min 

Ttiree  15-minute  lessons  observed  by  three  additional  peer  observers = 45  min 
A  and  B  denote  different  observers  of  the  sarne:  type 

These  bars  show  how  the  number  of  observations  and  observers  affects 
reliability.  Reliability  represents  the  extent  to  which  the  variation  in  results 
reflects  consistent  aspects  of  a  teacher's  practice,  as  opposed  to  other 
factors  such  as  differing  observer  judgments.  Different  colors  represent 
different  categories  of  observers.  The  "A"  andilBftin  column  three  shows; 
that  ratings  were  averaged  from  two  different  own-school  qbseiryers. 
Each  circle  represents  approximately  45  minutes  of  observation  time  ja 
solid  circle  indicates  one  observation  of  that  duration;  while  a  circle  splitssss 
into  three  indicates  three  15-minute  observations  by  three  observers),  aassff 
As  shown,  reliabilities  of  .66-.72  can  be  achieved  in  multiple  ways,  with 
different  combinations  of  number  of  observi:i  s  iind  olisiM  viillon;;.  |rni- 
example,  one  observation  by  a  teacher's  administrator  when  combined  with 
three  short,  15-minute  observations  each  by  a  different  observer  would 
produce  a  reliability  of  .6'7.) 
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things  in  the  videos  that  others  do,  and 
they  are  not  being  swayed  by  personal 
biases. 

If  additional  observations  by  additional 
observers  are  important,  how  can  the 

time  for  those  added  observations 
be  divided  up  to  maximize  the  use 
of  limited  resources  while  assuring 
trustworthy  results?  This  is  an  increas- 
ingly relevant  question  as  more  school 
systems  make  use  of  video  in  providing 
teachers  with  feedback  on  their  prac- 
tice. Assuming  multiple  videos  for  a 
teacher  exist,  an  observer  could  use  the 
same  amount  of  time  to  watch  one  full 
lesson  or  two  or  three  partial  lessons. 
But  to  consider  the  latter,  one  would 
want  to  know  whether  partial-lesson 
observations  increase  reliability. 

Our  analysis  from  Hillsborough  County 
showed  observations  based  on  the 
first  15  minutes  of  lessons  were  about 
60  percent  as  reliable  as  full  lesson 
observations,  while  requiring  one-third 
as  much  observer  time.  Therefore, 


"Although  administrators  gave  higher  scores  to 
their  own  teachers,  their  rankings  of  their  own 
teachers  were  similar  to  those  produced  by  external 
observers  and  administrators  from  other  schools." 


one  way  to  increase  reliability  is  to 
expose  a  given  teacher's  practice  to 
multiple  perspectives,  l-laving  three 
different  observers  each  observe  for 
15  minutes  may  be  a  more  economical 
way  to  improve  reliability  than  having 
one  additional  observer  sit  in  for  45 
minutes.  Our  results  also  suggest  that 
it  is  important  to  have  at  least  one  or 
two  full-length  observations,  given  that 
some  aspects  of  teaching  scored  on  the 
Framework  for  Teaching  (Danielson's 
instrument)  were  frequently  not 
observed  during  the  first  15  minutes 
of  class. 
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Together,  these  results  provide  a  range 
of  scenarios  for  achieving  reliable 
classroom  observations.  There  is  a 
point  where  both  additional  observers 
and  additional  observations  do  little  to 
reduce  error.  Reliability  above  0.65  can 
be  achieved  with  several  configurations 
(see  Figures). 

Implications  for  Districts 

Ultimately,  districts  must  decide  how  to 
allocate  time  and  resources  to  class- 
room observations.  The  answers  to  the 
questions  of  how  many  lessons,  of  what 
duration,  and  conducted  by  whom  are 
informed  by  reliability  considerations, 
as  well  as  other  relevant  factors,  such 
as  novice  teacher  status,  prior  effec- 
tiveness ratings,  and  a  district's  overall 
professional  development  strategy. 


In  three  years  we  have  learned  a  lot  about  how  multiple  measures  can  identify 
effective  teaching  and  the  contribution  that  teachers  can  make  to  student 
learning.  The  goal  is  for  such  measures  to  inform  state  and  district  efforts  to 

support  improvements  in  teaching  to  benefit  all  students.  Many  of  these  Lessons 
have  already  been  put  into  practice  as  school  systems  eagerly  seel<  out  evidence- 
based  guidance.  Only  a  few  years  ago  the  norm  for  teacher  evaluation  was  to 
assign  "satisfactory"  ratings  to  nearly  all  teachers  evaluated  while  providing 
virtually  no  useful  information  to  improve  practice.'"' Among  the  significant  lessons 
learned  through  the  ivIET  project  and  the  work  of  its  partners: 


m  Student  perception  surveys  and 
classroom  observations  can 
provide  meaningful  feedbacl<  to 
teacliers.  They  also  can  help  system 
leaders  prioritize  their  investments 
in  professional  development  to  target 
the  biggest  gaps  between  teachers' 
actual  practice  and  the  expectations 
for  effective  teaching. 

m  Implementing  specific  procedures 
in  evaluation  systems  can  increase 
trust  in  the  data  and  the  results. 
These  include  rigorous  training  and 
certification  of  observers;  observa- 
tion of  multiple  lessons  by  different 
observers;  and  in  the  case  of  student 
surveys,  the  assurance  of  student 
confidentiality. 

m  Each  measure  adds  something 
of  value.  Classroom  observations 

provide  rich  feedback  on  practice. 
Student  perception  surveys  provide 
a  reliable  indicator  of  the  learning 
environment  and  give  voice  to  the 
intended  beneficiaries  of  instruction. 
Student  learning  gains  (adjusted 


to  account  for  differences  among 
students)  can  help  identify  groups 
of  teachers  who,  by  virtue  of  their 
instruction,  are  helping  students 
learn  more. 

B  A  balanced  approach  is  most  sensi- 
ble when  assigning  weights  to  form 

a  composite  measure.  Compared 
whh  schemes  that  heavily  weight 
one  measure,  those  that  assign  33 
percent  to  50  percent  of  the  weight 
to  student  achievement  gains 
achieve  more  consistency,  avoid  the 
risl<  of  encouraging  too  narrow  a 
focus  on  any  one  aspect  of  teaching, 
and  can  support  a  broader  range  of 
learning  objectives  than  measured 
by  a  single  test. 

a  There  is  great  potential  in  using 
video  for  teacher  feedback  and  for 

the  training  and  assessment  of 
observers.  The  advances  made  in 
this  technology  have  been  significant, 
resulting  in  lower  costs,  greater  ease 
of  use,  and  better  quality. 


The  Work  Ahead 

As  we  move  forward,  MET  project 

teachers  are  supporting  the  transition 
from  research  to  practice.  Ivlore  than 
300  teachers  are  helping  the  project 
build  a  video  library  of  practice  for  use 
in  professional  development.  They  will 
record  more  than  50  lessons  each  by 
the  end  of  this  school  year  and  make 
these  lessons  available  to  states,  school 
districts,  and  other  organizations  com- 
mitted to  improving  effective  teaching. 


This  will  allow  countless  educators  to 
analyze  instruction  and  see  examples  of 
great  teaching  in  action. 

Furthermore,  the  unprecedented  data 
collected  by  the  MET  project  over 
the  past  three  years  are  being  made 
available  to  the  larger  research  com- 
munity to  carry  out  additional  analyses, 
which  will  increase  knowledge  of  what 
constitutes  effective  teaching  and  how 
to  support  it.  MET  project  partners 
already  are  tapping  those  data  for  new 
studies  on  observer  training,  combining 


"Many  of  the  future  lessons  regarding  teacher 
feedback  and  evaluation  systenns  must  necessarily 
come  from  the  field,  as  states  and  districts 
innovate,  assess  the  results,  and  make  needed 
adjustments.  This  will  be  a  significant  undertaking, 
as  systenns  work  to  better  support  great  teaching." 


student  surveys  and  observations,  and 
other  practical  concerns.  Finally,  com- 
mercially available  video-based  tools  for 
observer  training  and  certification  now 
exist  using  the  lessons  learned  from  the 
MET  project's  studies. 

Many  of  the  future  lessons  regarding 
teacher  feedback  and  evaluation  systems 
must  necessarily  come  from  the  field,  as 

states  and  districts  innovate,  assess  the 
results,  and  make  needed  adjustments. 
This  will  be  a  significant  undertaking, 
as  systems  work  to  better  support  great 
teaching.  Thanks  to  the  hard  work  of 
MET  project  partners,  we  have  a  solid 
foundation  on  which  to  build. 
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Daniel  F.  McCaffrey.  Trey  Miller,  and  Douglas  0.  Staiger.  Readers  who 
vjartl  to  review  the  full  set  of  findings  can  download  that  report  at  www. 
metproject.org. 

3.  As  expected,  not  every  student  on  a  randomly  assigned  roster  stayed  in 
the  classroom  of  the  intended  teacher.  Fortunately,  we  could  track  those 
students.  We  estimated  the  effects  of  teachers  on  student  achievement 
using  a  statistical  technique  commonly  used  in  randomized  trials  called 
"instrumental  variables." 

4.  These  predictions,  as  well  as  the  average  achievement  outcomes,  are 
reported  relative  to  the  average  among  participating  teachers  in  the  same 
school,  grade,  and  subject. 

5.  Readers  may  notice  that  some  of  the  differences  in  Figure  2  are  smaller 
than  the  differences  reported  In  earlier  IvlET  reports.  Due  to  non- 
compliance—students  not  remaining  with  their  randomly  assigned 
teacher— only  about  30  percent  of  the  randomly  assigned  difference  in 
teacher  effectiveness  translated  Into  differences  in  the  effectiveness  of 
students'  actual  teacher.  The  estimates  in  Figure  2  are  adjusted  for  non- 
compliance. If  all  the  students  had  remained  v^ith  their  randomly  assigned 
teachers,  we  would  have  predicted  impacts  roughly  three  times  as  big. 
Our  results  imply  that,  without  non-compliance,  we  would  have  expected 
to  see  differences  just  as  large  as  included  in  earlier  reports. 


6.  Other  researchers  have  studied  natural  movements  of  teachers  between 
schools  (as  opposed  to  randomly  assigned  transfers)  and  found  no 
evidence  of  bias  in  estimated  teacher  effectiveness  between  schools. 
See  Raj  Chetty,  John  Friedman,  and  Jonah  E.  Rocl<off,  "The  Long-Term 
Impacts  of  Teachers:  Teacher  Value-Added  and  Student  Outcomes  in 
Adulthood,"  working  paper  no.  17699,  National  Bureau  of  Economic 
Research,  December  2011. 

7.  The  findings  highlighted  in  this  summary  and  the  technical  details  of  the 
methods  that  produced  them  are  explained  in  detail  in  the  research  paper 
"A  Composite  Estimator  of  Effective  Teaching,"  by  Kata  Mihaly,  Daniel 
IvtcCaffrey,  Douglas  0.  Staiger,  and  J.R.  Lockwood.  Acopymaybefound  at 
www.metproject.org. 

8.  Different  student  assessments,  observation  protocols,  and  student 
survey  instruments  would  likely  yield  somewhat  different  amounts  of 
reliability  and  accuracy.  Moreover,  measures  used  for  evaluation  may 
produce  different  results  than  seen  in  the  MET  project,  which  attached  no 
stakes  to  the  measures  it  administered  In  the  classrooms  of  its  volunteer 
teachers. 

9.  This  section  summarizes  key  analyses  and  findings  from  the  report 
The  RBliabiUty  of  Classroom  Observations  byScliool  Personnel  by  Andrew 
D.  Ho  and  Thomas  J.  Kane.  Readers  who  want  to  review  the  full  set 

of  findings  and  methods  for  the  analyses  can  download  that  report  at 
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Danni  Greenberg  Resnick  and  David  Steele,  of  the  Hillsborough  County 
Public  Schools,  and  the  work  of  the  teachers,  administrators,  and  peer 
observers  who  participated  In  this  study. 

10.  Weisburg,  D.  et  al.  (2009).  The  Widget  Effect:  Our  National  Failure  to 
Acknowledge  and  Act  on  Differences  in  Teacher  Effectiveness.  Brooklyn:  New 
Teacher  Project. 
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Searching  for  Effective  Teachers  with 
Imperfect  Information 

Douglas  O.  Staiger  and  Jonah  E.  Rockoff 


Teaching  may  be  the  most-scrutinized  occupation  in  the  economy.  Over  the 
past  four  decades,  empirical  researchers — many  of  them  economists — have 
accumulated  an  impressive  amount  of  evidence  on  teachers;  the  hetero- 
geneity in  teacher  productivity,  the  rise  in  productivity  associated  with  teaching 
credentials  and  on-the^ob  experience,  rates  of  turnover,  the  costs  of  recruitment, 
the  relationship  between  supply  and  quality,  the  effect  of  class  size  and  the  monetary 
value  of  academic  achievement  gains  over  a  student's  lifetime.  Since  the  passage 
of  the  No  Child  Left  Behind  Act,  along  with  a  number  of  state-level  educational 
initiatives,  the  data  needed  to  estimate  individual  teacher  performance  based  on 
student  achievement  gains  have  become  more  widely  available.  However,  there  have 
been  relatively  few  efforts  to  examine  the  implications  of  this  voluminous  literature 
on  teacher  performance.  In  this  paper,  we  ask  what  the  existing  evidence  implies 
for  how  school  leaders  might  recruit,  evaluate,  and  retain  teachers. 

We  begin  by  summarizing  the  evidence  on  five  key  points,  referring  to  existing 
work  and  to  evidence  we  have  accumulated  from  our  research  with  the  nation's 
two  largest  school  districts:  Los  Angeles  and  New  York  City.  First,  teachers  display 
considerable  heterogeneity  in  their  effects  on  student  achievement  gains.  The  stan- 
dard deviation  across  teachers  in  their  impact  on  student  achievement  gains  is  on 
the  order  of  0.1  to  0.2  student-level  standard  deviations,  which  would  improve  the 
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median  student's  test  score  4  to  8  percentiles  in  a  single  year.^  Second,  estimates  of 
teacher  effectiveness  based  on  student  achievement  data  are  noisy  measures  and 
can  be  thought  of  as  having  reliability  in  the  range  of  30  to  50  percent.  Third, 
teachers'  effectiveness  rises  rapidly  in  the  first  year  or  two  of  their  teaching  careers 
but  then  quickly  levels  out.  Fourth,  the  primary  cost  of  teacher  turnover  is  not 
the  direct  cost  of  hiring  and  firing,  but  rather  is  the  loss  to  students  who  will  be 
taught  by  a  novice  teacher  rather  than  one  with  several  years  of  experience.  Fifth, 
it  is  difficult  to  identify  those  teachers  who  will  prove  more  effective  at  the  time  of 
hire.  As  a  result,  better  teachers  can  only  be  identified  after  some  evidence  on  their 
actual  job  performance  has  accumulated. 

We  then  explore  what  these  facts  imply  for  how  principals  and  school  districts 
should  act,  using  a  simple  model  in  which  schools  must  search  for  teachers  using 
noisy  signals  of  teacher  effectiveness.  Due  to  a  lack  of  information  available  at  the 
time  of  hire,  we  will  argue  for  a  hiring  process  that  is  not  highly  selective — that  is, 
while  it  might  require  evidence  of  general  educational  achievement  like  a  college 
degree,  it  would  not  require  individuals  to  make  cosdy  up-front  specific  invest- 
ments before  being  permitted  to  teach.  We  then  argue  that,  given  the  substantial 
observed  heterogeneity  of  teacher  effects,  the  modest  rise  in  productivity  with 
on-the-job  experience,  and  the  fact  that  tenure  is  a  lifetime  job,  tenure  protec- 
tions should  be  limited  to  those  who  meet  a  very  high  bar.  Even  with  the  imprecise 
estimates  of  teacher  effectiveness  currently  available,  our  simulations  suggest  that  a 
strategy  that  would  sample  extensively  from  the  pool  of  potential  teachers  but  offer 
tenure  only  to  a  small  percentage  could  yield  substantial  annual  gains  in  student 
achievement. 

The  implications  of  our  analysis  are  strikingly  different  from  current  practice. 
Schools  and  school  districts  attempt  to  screen  at  the  point  of  hiring  and  require 
significant  investment  in  education-specific  coursework  but  then  grant  tenure 
status  to  teachers  as  a  matter  of  course  after  two  to  three  years  on  the  job.  Perfor- 
mance evaluation  is  typically  a  perfunctory  exercise  and,  at  least  officially,  very 
few  teachers  are  considered  ineffective  (Weisberg,  Sexton,  Mulhern,  and  Keeling, 
2009).  Rather  than  screening  at  the  time  of  hire,  the  evidence  on  heterogeneity  of 
teacher  performance  suggests  a  better  strategy  would  be  identifying  large  differ- 
ences between  teachers  by  observing  the  first  few  years  of  teaching  performance 
and  retaining  only  the  highest-performing  teachers. 


^  The  metric  of  standard  deviations  is  commonly  used  to  assess  the  effect  of  educational  interven- 
tions, and  we  will  use  it  throughout  this  paper.  To  provide  some  context  for  readers  unversed  in  this 
literature,  the  gap  in  achievement  between  poor  and  nonpoor  students  (or  beHveen  black  and  white 
students)  in  the  United  States  is  roughly  0.8-0.9  standard  deviations  (authors'  calculations  based  on 
data  from  the  2009  National  Assessment  of  Educational  Progress). 
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Five  Facts  about  Teacher  Effectiveness 

Any  approach  to  recruiting  and  retaining  teachers  is  based,  at  least  impHcitly, 
on  a  set  of  beliefs.  Here,  we  describe  the  evidence  on  five  key  parameters  regarding 
teacher  effectiveness. 

Fact  1:  Teacher  Productivity  Based  on  Gains  in  Student  Achievement  is 
Heterogeneous. 

The  fact  that  teachers  are  heterogeneous  in  their  productivity  suggests  that 
there  are  potentially  large  gains  to  students  if  it  is  possible  for  school  leaders  to 
attract  and  retain  highly  effective  teachers,  and  conversely  to  discourage  or  at  least 
to  avoid  giving  tenure  to  ineffective  teachers. 

More  than  three  decades  ago,  Hanushek  (1971)  and  Murnane  (1975)  were 
the  first  economists  to  report  large  differences  in  student  achievement  in  different 
teachers'  classrooms,  even  after  controlling  for  students'  prior  achievement  and 
characteristics.  That  literature  has  accelerated  in  recent  years.  Especially  following 
the  No  Child  Left  Behind  Act,  many  states  and  school  districts  began  collecting 
annual  data  on  students  and  matching  it  to  teachers.^  Research  has  produced 
remarkably  consistent  estimates  of  the  heterogeneity  in  teacher  impacts  in  different 
sites.  For  example,  using  data  from  Texas,  Rivkin,  Hanushek,  and  Kain  (2005)  find 
that  a  standard  deviation  in  teacher  quality  is  associated  with  0.11  student-level 
standard  deviations  in  math  and  0.095  standard  deviations  in  reading.  Using  data 
from  two  school  districts  in  New  Jersey,  Rockoff  (2004)  reports  that  one  standard 
deviation  in  teacher  effects  is  associated  with  a  0.1  student-level  standard  deviation 
in  achievement.  Using  data  from  Chicago,  Aaronson,  Barrow,  and  Sander  (2007) 
report  that  a  standard  deviation  in  teacher  quality  is  associated  with  a  difference  in 
math  performance  of  0.09  to  0.16  student-level  standard  deviations.* 

How  much  should  we  care  about  these  differences  in  effectiveness  across 
teachers?  To  attach  an  approximate  dollar  value  to  them,  one  needs  an  estimate 
of  the  value  of  student  achievement  over  the  course  of  a  student's  lifetime.  There 
is  a  long  tradition  in  labor  economics  estimating  the  relationship  between  various 
types  of  test  scores  and  the  earnings  of  early-career  workers  (for  example,  Murnane, 

^  The  data  requirements  for  measuring  heterogeneity  in  teaching  effectiveness  are  high.  First,  one 
needs  longitudinal  data  on  achievement  for  individual  students  matched  to  specific  teachers.  Second, 
achievement  data  are  needed  on  an  annual  basis  to  be  able  to  track  gains  for  each  student  over  a  single 
school  year.  (Prior  to  the  No  Child  Left  Behind  legislation,  many  states  tested  at  longer  intervals, 
such  as  fourth  and  eighth  grade.)  Third,  panel  data  on  teachers  are  required  as  well,  to  be  able  to 
track  performance  of  individual  teachers  over  time.  Teacher-level  panel  data  are  needed  to  account 
for  school-level  or  classroom-level  shocks  to  student  achievement  that  contribute  to  the  measurement 
error  in  classroom-level  measures.  In  thisjournal,  Kane  and  Staiger  (2002)  showed  that  conventional 
estimates  of  sampling  error  cannot  account  for  the  lack  of  persistence  in  school-level  value-added 
estimates.  There  appear  to  be  other  school-level  and  classroom-level  sources  of  error. 
^Aaronson,  Barrow,  and  Sander  (2007)  report  the  variance  in  teacher  quality  to  be  .02  to  .06  grade- 
level  equivalents  (adjusted  for  sampling  error).  In  table  1,  they  report  the  standard  deviation  in 
grade-level  equivalents  of  eighth  grade  students  to  be  1.55  ( V^02/1.55  =  .09,  \/.06/1.55  =  .16).  Their 
study  adjusted  for  sampling  variation,  but  not  for  other  classroom  level  sources  of  error. 
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Willett,  and  Levy,  1995;  Neal  and  Johnson,  igQe)."*  Kane  and  Staiger  (2002)  esti- 
mated that  the  value  of  a  one  standard  deviation  gain  in  math  scores  would  have 
been  worth  $110,000  at  age  18  using  the  Murnane  et  al.  estimates,  and  $256,000 
using  the  Neal  and  Johnson  results.  This  implies  that  a  one  standard  deviation 
increase  in  teacher  effectiveness  (that  is,  one  that  leads  to  an  increase  of  about 
0.15  standard  deviations  of  student  achievement  for  20  students)  has  a  value  of 
around  $330,000  to  $760,000. 

As  several  recent  papers  remind  us,  the  statistical  assumptions  required  for  the 
idendfication  of  causal  teacher  effects  with  observational  data  are  extraordinarily 
strong  and  rarely  tested  (Andrabi,  Das,  Khwaja,  and  Zajonc,  2009;  McCaffrey, 
LockAvood,  Koretz,  Louis,  and  Hamilton,  2004;  Raudenbush,  2004;  Rothstein, 
2010;  Rubin,  Stuart,  and  Zanutto,  2004;  Todd  and Wolpin,  2003).  Teachers  maybe 
assigned  classrooms  of  students  that  differ  in  unmeasured  ways — such  as  consisting 
of  more  motivated  students,  or  students  with  stronger  unmeasured  prior  achieve- 
ment or  more  engaged  parents — that  result  in  varying  student  achievement  gains. 

Despite  these  concerns,  several  pieces  of  evidence  suggest  that  the  magnitude 
of  variation  in  teacher  effects  is  driven  by  real  differences  in  teacher  quality.  First, 
estimates  tend  to  be  highly  correlated  across  a  wide  variety  of  specifications  (Harris 
and  Sass,  2006).  Second,  researchers  have  consistently  found  strong  correlations 
between  teacher  effect  estimates  and  evaluations  made  by  school  principals  and 
other  professional  educators  (Murnane,  1975;  Jacob  and  Lefgren,  2008;  Harris 
and  Sass,  2009;  Rockoff  and  Speroni,  2010;  Tyler,  Taylor,  Kane,  and  Wooten,  2010). 
Third,  while  most  studies  of  teacher  effects  rely  on  assumptions  regarding  matching 
of  students  with  teachers  at  the  classroom  level,  Rivkin,  Hanushek,  and  Kain  (2005) 
use  a  completely  different  approach  that  does  not  rely  on  this  assumption  and  find 
similar  estimates  to  the  rest  of  the  literature. 

Finally,  tsvo  studies  based  on  random  assignment  of  teachers  to  classrooms 
have  found  variation  in  teacher  effects  consistent  with  nonexperimental  estimates, 
suggesting  that  estimated  differences  in  teacher  effectiveness  are  not  driven  by 
student  sorting.  Nye,  Konstantopoulos,  and  Hedges  (2004)  reexamined  datafiom 
the  Tennessee  STAR  classroom  size  experiment,  in  which  teachers  were  randomly 
assigned  to  classes  of  a  given  size.  The  differences  in  classroom4evel  student 
achievement  that  emerged  within  given  class  size  groups  were  larger  than  would 
have  been  expected  to  occur  due  to  chance  and  strikingly  similar  in  magnitude  to 
those  estimated  in  nonexperimental  studies.  Kane  and  Staiger  (2008)  study  a  recent 
experiment  in  Los  Angeles  Unified  School  District  in  which  pairs  of  teachers  were 

*  Murnane,  Willett,  and  Levy  (1995)  estimate  that  a  one  standard  deviation  difference  in  math  test 
performance  is  associated  with  an  8  percent  hourly  wage  increase  for  men  and  a  12.6  percent  increase 
for  women.  These  estimates  may  understate  the  value  of  academic  achievement  since  the  authors  also 
control  for  years  of  schooling  completed.  Neal  and  Johnson  (1996),  who  do  not  condition  on  educa- 
tional attainment,  estimate  that  an  improvement  of  one  standard  deviation  in  test  performance  is 
associated  with  18.7  and  25.6  percent  increases  in  hourly  wages  for  men  and  women,  respectively.  Of 
course,  the  cross-sectional  relationship  between  tested  achievement  and  earnings  may  overstate  the 
causal  value  of  academic  achievement.  However,  while  there  have  been  attempts  to  estimate  the  causal 
value  of  years  of  schooling,  we  are  not  aware  of  estimates  of  the  causal  value  of  academic  achievement. 
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randomly  assigned  to  classrooms  within  the  same  elementary  school  and  grade. 
They  found  that  nonexperimental  value-added  estimates  from  a  pre-experimental 
period  were  able  to  predict  student  achievement  differences  following  random 
assignment:  a  one-point  difference  between  randomly-assigned  teachers  in  pre- 
experimental  value  added  was  associated  with  a  one-point  difference  in  student 
achievement  following  random  assignment.  Thus,  the  nonexperimental  estimates 
for  individual  teachers  were  unbiased  predictors  of  a  teacher's  impact  on  student 
achievement  in  the  experiment. 

Fact  2:  Estimates  of  Heterogeneous  Teacher  Effects  Include  a  Substantial  Noise 
Component. 

Ideally,  estimates  of  the  amount  that  teachers  affect  student  achievement  would 
be  the  same  across  classrooms  or  from  year  to  year  within  the  same  teacher,  but  this 
does  not  hold  true  in  practice.  The  error  in  estimates  of  teacher  effects  on  student 
achievement  derives  from  at  least  two  sources.  The  first  is  sampling  variation. 
The  typical  elementary  classroom  may  have  20  to  25  students  per  year  (although 
middle  and  high  school  teachers  have  somewhat  larger  classes  and  typically  teach 
multiple  sections).  With  samples  of  such  modest  size,  naturally  occurring  variation 
in  the  make-up  of  a  teacher's  classroom  from  year  to  year  will  produce  variation 
in  a  teacher's  estimated  effect.  However,  volatility  in  teacher  (and  school)  effects 
exceeds  that  predicted  by  sampling  error  alone  (Kane  and  Staiger,  2002;  Kane, 
Rockoff,  and  Staiger,  2008).  The  source  of  this  second  type  of  error — ^which  can 
perhaps  more  accurately  be  thought  of  as  nonpersistent  variation  in  estimates  of 
teacher  effects  on  student  achievement — could  include  a  broad  range  of  factors 
influencing  the  measured  achievement  gains  of  groups  of  students:  for  example, 
interactions  between  a  specific  teacher's  lesson  plans  and  the  test  used  in  a  given 
year,  an  (unpredictably)  disruptive  student  that  drags  down  his/her  classmates,  a 
dog  barking  in  the  parking  lot  on  the  day  of  the  test,  or  more  mysterious  forces  that 
fall  under  the  broad  category  of  "classroom  chemistry." 

For  present  purposes,  any  nonpersistent  variation  in  a  teacher's  measured 
impact  on  student  achievement  represents  estimation  error.  One  approach  to 
estimating  the  proportion  of  variance  due  to  nonpersistent  sources  is  to  study  the 
correlation  in  estimated  impacts  across  classrooms  taught  by  the  same  teacher.  If 
a  teacher's  estimated  impact,  F(,  represents  the  sum  of  a  persistent  component, 
jJL,  and  an  uncorrelated  nonpersistent  error,  e„  then  the  correlation  between  the 
estimated  effect  this  year  and  last  year — that  is,  between  7,  and  Yt_i — represents 
an  estimate  of  the  reliability  of  the  teacher-level  estimate  in  any  given  year.  Table  1 
reports  the  standard  deviation  in  estimated  teacher  effects,  the  estimated  reliability 
(as  measured  by  the  correlation  across  classrooms  taught  by  the  same  teacher),  and 
implied  standard  deviation  in  true  teacher  impacts  (<T^)  for  teachers  in  two  school 
districts:  Los  Angeles  Unified  and  New  York  City.  When  reported  in  terms  of  the 
student-level  standard  deviation  in  test  scores  in  a  given  grade  and  subject,  the 
standard  deviation  in  estimated  value  added  for  teachers  was  remarkably  similar 
in  the  two  districts,  with  estimates  in  both  math  and  English  Language  Arts  in  the 
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Table  1 

Evidence  on  Teacher  Value  Added  from  Schools  in  Los  Angeles  and  New  York  City 

{teacher  value  added  measiLred  in  standard  deviations  of  student  peifonnance) 

Los  Angeles  New  York  City 

English  English 


Math 

Language 
Arts 

Math 

Languagi 
Arts 

Variation  in  Teacher  Value  Added: 

Standard  deviation  of  annual  value-added 

0.27 

0.23 

0.25 

0.23 

measure 

Reliability  of  annual  value-added  measure 

0.50 

0.37 

0.39 

0.28 

Implied  standard  deviation  of  persistent 

0.19 

0.14 

0.15 

0.12 

teacher  effect 

Difference  in  Value  Added  Relative  to 

Teachers  with  3+  Years  Experience; 

No  experience  teaching  (novice) 

-0.08 

-0.06 

-0.07 

-0.07 

One  year  of  experience  teaching 

-0.02 

-0.01 

-0.03 

-0.04 

Two  years  of  experience  teaching 

-0.01 

-0.01 

-0.02 

-0.02 

Notes:  Teacher  value-added  estimates  are  from  analysis  of  data  on  fourth  and  fifth  graders  in  years 
2000-2003  for  Los  Angeles  and  2000-2005  for  New  York  City.  Teacher  value  added  is  measured  in 
standard  deviations  of  student  performance.  Reliability  of  the  value-added  measure  refers  to  the 
correlation  of  the  value-added  measure  across  classrooms  taught  by  the  same  teacher.  Estimates  are 
based  on  regressions  of  student  achievement  that  include  student-level  controls  for  baseline  test  scores, 
race/ethnicity,  special  education,  English  Language  Learners  (ELL),  and  free  lunch  status;  classroom 
peer  means  of  the  student-level  characteristics;  and  grade-by-year  fixed  effects. 

narrow  range  from  .23  to  .27.  Although  the  estimated  reUability  of  teacher  effects 
was  higher  in  math  than  in  Enghsh  Language  Arts,  and  higher  in  Los  Angeles  than 
in  New  York  City,  all  the  reliability  estimates  suggest  that  there  is  considerable  error 
or  volatility  in  the  teacher  impact  estimates.  Indeed,  more  than  half  of  the  variation 
in  estimated  impacts  in  math  and  English  Language  Arts  are  nonpersistent.  The 
standard  deviation  of  the  persistent  teacher  effect  is  between  .12  and  .19,  similar  to 
that  found  in  the  previous  literature  discussed  above. 

Fact  3:  Teachers  Improve  Substantially  in  Their  First  Few  Years  on  the  Job. 

Table  1  also  reports  the  degree  to  which  average  teacher  effects  on  student 
achievement  differ  from  that  of  experienced  teachers  during  the  first  few  years 
on  the  job  in  these  same  two  districts.  In  both  Los  Angeles  and  New  York,  teacher 
effects  on  student  achievement  appear  to  rise  rapidly  during  the  first  several  years 
on  the  job  and  then  flatten  out.  This  finding  has  been  replicated  in  a  number 
of  states  and  districts  (Rivkin,  Hanushek,  and  Kain,  2005;  Clotfelter,  Ladd,  and 
Vigdor,  2006;  Harris  and  Sass,  2006;  Jacob,  2007).  When  assigned  to  a  first-year 
teacher,  the  average  student  gains  .06  to  .08  standard  deviations  of  achievement 
less  than  observably  similar  students  assigned  to  experienced  teachers.  However, 
the  achievement  gains  of  students  assigned  to  second-year  teachers  lagged  those  in 
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more  experienced  teachers'  classrooms  by  only  .01  to  .04  standard  deviations.  In 
Los  Angeles,  students  of  third-year  teachers  saw  gains  comparable  to  those  of  more 
experienced  teachers,  while  there  was  a  small  difference  for  third-year  teachers  in 
New  York  (.01  to  .02  standard  deviations). 

Fact  4:  The  Main  Cost  of  Teacher  Turnover  is  the  Reduction  in  Student 
Achievement  when  an  Experienced  Teacher  is  Replaced  by  a  Novice,  not  Direct 
Hiring  Costs. 

Milanowski  and  Odden  (2007)  carefully  studied  costs  of  teacher  recruitment 
and  hiring  in  a  large  urban  Midwestern  school  district.  They  estimate  total  costs 
of  roughly  $8,200:  recruiting  costs  per  vacancy  of  $1,100  in  central  office  staff 
time  and  $2,600  in  school-level  staff  time,  plus  $4,500  for  the  cost  of  training 
a  new  teacher.  In  addition,  some  of  these  costs  will  be  defrayed  by  the  salaries 
earned  by  new  teachers,  which  are  typically  lower  than  the  salaries  of  the  teachers 
they  replace. 

Based  on  the  gains  that  teachers  make  in  their  first  few  years  of  experience, 
every  time  a  school  district  loses  an  experienced  teacher  with  two  or  more  years 
of  experience  and  is  forced  to  hire  a  novice  teacher,  the  students  assigned  to  the 
novice  teacher  over  the  first  two  years  of  their  career  lose  roughly  .10  standard 
deviations  in  student  achievement.  As  discussed  above,  estimates  suggest  a  .10  stan- 
dard deviation  gain  in  math  scores  has  a  value  of  roughly  $10,000  to  $25,000  per 
student.  Thus,  the  economic  cost  of  lost  academic  achievement  when  replacing  an 
experienced  elementary  teacher  with  a  novice  would  be  roughly  $10,000  to  $25,000 
times  20  students  per  class — or  $200,000  to  $500,000.  This  is  obviously  a  back-of- 
the-envelope  calculation,  but  it  dwarfs  the  direct  costs  of  teacher  hiring. 

Fact  5:  School  Leaders  Have  Very  Little  Ability  to  Select  Effective  Teachers 
During  the  Initial  Hiring  Process. 

Reliable  screening  at  the  hiring  stage  would  be  an  efficient  tool  for  raising 
student  achievement  because  it  avoids  the  cost  of  placing  ineffective  teachers  in 
front  of  students.  Unfortunately,  there  is  scant  evidence  that  school  districts  or 
principals  can  effectively  separate  effective  and  ineffective  teachers  when  they 
make  hiring  decisions.  Indeed,  this  notion  is  supported  by  the  fact  that  most  of 
the  variation  in  teacher  effects  occurs  among  teachers  hired  into  the  same  school. 

One  of  the  most  interesting  pieces  of  evidence  on  this  topic  comes  from  a 
natural  experiment  that  occurred  in  California  in  the  late  1990s  (Kane  and 
Staiger,  2005).  Beginning  in  the  academic  year  1996-1997,  the  state  of  California 
provided  cash  incentives  to  school  districts  to  keep  class  sizes  in  kindergarten 
through  third  grade  to  a  maximum  of  20  children.  To  take  advantage  of  the  state 
incentive,  school  districts  throughout  the  state  dramatically  increased  hiring  of 
new  elementary  teachei^s.  In  the  years  before  1997,  the  Los  Angeles  Unified  School 
District  hired  1,200  to  1,400  elementary  school  teachers  per  year,  but  in  1997  Los 
Angeles  nearly  tripled  the  number  of  elementary  school  teachers  it  hired,  to  3,335, 
and  continued  to  hire  at  more  than  double  its  earlier  level  for  the  next  five  years. 
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If  the  district  were  able  to  discern  teacher  effectiveness  in  the  hiring  process, 
we  would  have  expected  a  large  increase  in  hiring  to  have  had  a  negative  effect  on 
the  average  effectiveness  of  the  teachers  hired.  Such  an  effect  would  likely  have 
been  heightened  by  the  fact  that  nearly  every  other  school  district  in  California  was 
on  a  hiring  spree  because  of  the  same  state  law,  the  fact  that  teacher  compensation 
in  Los  Angeles  did  not  increase  more  than  usual  during  this  period,  and  that  the 
proportion  of  new  hires  in  L.A.  without  teaching  credentials  rose  from  59  percent 
to  72  percent.^  However,  Kane  and  Staiger  (2005)  find  that,  despite  the  size  of  the 
hiring  bubble,  value  added  in  the  period  2001-2004  for  teachers  hired  in  1997  was 
no  worse  than  for  teachers  hired  in  the  years  immediately  before  1997.^  Overall, 
there  was  no  evidence  that  tripling  the  number  of  new  hires  had  any  effect  on  their 
average  effectiveness  in  the  classroom. ' 

Other  evidence  on  this  issue  comes  from  decades  of  work  in  which  researchers 
have  tried,  unsuccessfully,  to  link  teacher  characteristics  observable  to  both 
researchers  and  principals  to  student  outcomes  (see  reviews  by  Hanushek,  1986, 1997; 
Jacob,  2007).  With  the  exception  of  teaching  experience,  there  is  little  to  suggest 
that  the  credentials  commonly  used  to  determine  teacher  certification  and  pay  are 
related  to  teachers'  impacts  on  student  outcomes.  Some  studies  find  that  a  teacher's 
academic  background  (like  college  grade  point  average  or  SAT  test  scores)  is  related 
to  student  outcomes,  but  Ballou  (1996)  finds  that  teaching  applicants  with  strong 
academic  records  are  no  more  likely  to  be  hired  by  school  principals. 

More  recent  work  suggests  that  selecting  teaching  candidates  who  are  likely 
to  be  effective  is  difficult,  but  not  impossible.  For  example,  several  studies  have 
estimated  the  effect  of  novice  teachers  recruited  under  the  Teach  for  America 
program  (Decker,  Mayer,  and  Glazerman,  2004;  Boyd,  Grossman,  Lankford,  Loeb, 
and  Wyckoff,  2006;  Kane,  Rockoff,  and  Staiger,  2008).  Teach  for  America  is  highly 
selective,  drawing  applicants  from  the  top  universities  in  the  country  and  offering 
positions  to  only  a  small  fraction  of  the  thousands  of  individuals  who  apply. 
However,  these  applicants  have  not  generally  taken  college  courses  in  K-12  educa- 
tion nor  have  they  majored  in  education.  Decker,  Mayer,  and  Glazerman  (2004)  use 
random  assignment  to  estimate  the  effect  of  the  program  in  elementary  schools 
and  find  that  students  assigned  to  Teach  For  America  members  scored  2  percentile 

It  may  seem  surprising  tliat  the  fraction  of  teachers  without  credentials  didn't  rise  by  more,  but 
the  number  of  individuals  with  teaching  certification  that  do  not  teach  is  quite  large.  Data  from  the 
Baccalaureate  and  Beyond  study  indicate  that  roughly  one  in  five  college  graduates  receive  teaching 
certification  in  the  ten  years  after  graduation,  but  45  percent  of  college  graduates  that  obtained 
teaching  certification  are  not  teaching,  and  15  percent  have  newer  taught  (author's  calculations  using 
National  Center  for  Education  Statistics  QuickStats  on  6/8/2010). 

®  Their  analysis  focuses  on  grades  two  through  five  in  Los  Angeles  from  2001  through  2004.  By  2001, 
roughly  two-thirds  of  both  the  1996  and  1997  hiring  cohorts  were  still  employed  by  the  district;  thus, 
there  is  little  evidence  to  suggest  any  differential  selective  attrition  for  the  larger  cohort.  Also,  \vhile 
their  value-added  model  controls  for  baseline  scores  and  other  student  characteristics,  there  was  virtu- 
ally no  difference  in  the  types  of  students  to  which  the  cohorts  had  been  assigned. 
'  This  evidence  runs  counter  to  the  prevailing  wisdom  among  some  policy  analysts  that  it  was  a  decline 
in  the  average  quality  of  the  teaching  force  that  accounts  for  the  failure  to  see  an  increase  in  achieve- 
ment in  CaUfornia  resulting  from  the  class  size  reduction  (Bohrnstedt  and  Stecher,  2002). 
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points  (0.095  standard  deviations)  higher  in  math  and  no  higher  in  reading  than 
those  assigned  to  other  teachers.  Using  nonexperimental  data  from  New  York  City, 
in  Kane,  Rockoff,  and  Staiger  (2008),  we  find  positive  effects  of  Teach  For  America 
teachers  in  math  of  .02  standard  deviations  and  no  statistically  significant  effect 
in  English  Language  Arts.  Boyd,  Grossman,  Lankford,  Loeb,  and  Wyckoff  (2006) 
report  comparable  results,  also  using  data  from  New  York  City. 

More  evidence  comes  from  studies  collecting  data  on  recently-hired  novice 
math  teachers  in  New  York  City.  In  Rockoff,  Jacob,  Kane,  and  Staiger  (forth- 
coming), we  collected  information  on  a  number  of  nontraditional  predictors  of 
effectiveness — including  teaching-specific  content  knowledge,  cognitive  ability, 
personality  traits,  feelings  of  self-efficacy,  and  scores  on  a  commercially  available 
teacher  selection  instrument — and  then  used  these  to  predict  a  teacher's  effect  on 
math  achievement.  When  the  variables  were  combined  into  two  primary  factors 
summarizing  cognitive  and  noncognitive  skills,  teachers  who  were  one  standard 
deviation  higher  on  either  the  cognitive  or  noncognitive  factor  were  found  to  raise 
student  achievement  in  math  by  .033  student-level  standard  deviations  more  than 
teachers  with  average  skill  levels.  Those  who  were  one  standard  deviation  higher 
on  both  measures  were  estimated  to  raise  achievement  by  .066  standard  deviations. 
Rockoff  and  Speroni  (2010)  examined  the  achievement  of  students  assigned  to 
teachers  recruited  through  an  alternative  certification  program — the  New  York 
City  Teaching  Fellows — and  asked  whether  achievement  gains  were  higher  for 
students  assigned  to  teachers  rated  as  more  attractive  candidates  by  the  certification 
program's  intei^view  protocol.  They  found  no  significant  relationship  with  English 
Language  Arts  test  scores  and  a  small  positive  relationship  with  math  test  scores:  a 
one  standard  deviation  in  interview  score  was  associated  with  .013  standard  devia- 
tions higher  math  achievement  gain. 

Implications  for  How  We  Should  (and  Should  Not)  Search  for 
Effective  Teachers 

Here,  we  first  lay  out  a  way  of  thinking  about  the  appropriate  search  strategy 
for  school  leaders  based  on  these  empirical  findings.  Based  on  this  approach,  we 
then  present  simulation  estimates  of  how  these  different  strategies  would  affect 
average  teacher  productivity. 

A  Reservation  Value  or  Cut-off  Score  Model 

Suppose  that  school  districts  do  not  observe  any  useful  pre-hire  signal — there 
are  a  substantial  number  of  potential  applicants  for  teaching  jobs  who  appear  to 
have  the  general  skill  level  to  succeed  in  teaching,  but  we  cannot  tell  in  advance 
which  ones  will  actually  succeed.  However,  after  teachers  accept  a  job,  the  school 
can  observe  the  gains  that  students  make  in  test  scores.  Thus,  the  principal  faces 
a  search  problem:  the  principal  draws  teachers  from  the  applicant  pool,  observes 
noisy  signals  over  time  about  teacher  productivity,  and  decides  whether  to  dismiss 
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unproductive  teachers  and  start  the  process  over  again.  In  this  kind  of  model,  the 
optimal  decision  rule  has  a  reservation  property:  at  the  end  of  a  year,  the  principal 
makes  a  decision  on  whether  to  dismiss  a  teacher  if  the  expected  effectiveness  of 
that  teacher,  given  the  information  to  date,  lies  below  a  reservation  value.^ 

At  a  broad  level,  the  piincipal  should  set  the  cut-off  score  where  the  produc- 
tivity of  the  marginal  teacher  is  expected  to  be  equal  to  the  productivity  of  the 
average  teacher.  In  other  words,  this  decision  rule  tells  principals  to  keep  only  the 
rookies  who  are  expected  to  be  better  than  the  average  teacher.  Imagine  if  this 
were  not  true — that  is,  suppose  the  marginal  teacher  were  less  productive  than  the 
average  teacher.  Then  the  school  district  could  raise  average  performance  by  raising 
its  standard  for  new  hires  by  a  small  amount.  Likewise,  if  the  marginal  teacher 
accepted  under  the  standard  were  more  productive  than  the  average  teacher,  then 
the  district  could  raise  average  performance  by  lowering  the  cut-off  score  for  new 
hires  and  adding  one  more  above-average  teacher.  This  result  is  analogous  to  the 
usual  result  that  average  costs  are  minimized  at  the  point  where  marginal  cost 
equals  average  cost. 

However,  determining  the  reservation  value  or  cut-off  score  in  practice  will  be 
complex.  The  optimal  reservation  value  depends  on  a  set  of  underlying  parameters 
similar  to  those  already  discussed:  the  extent  of  variation  in  performance  across 
teachers,  the  return  to  experience,  the  number  of  years  before  tenure,  the  exog- 
enous turnover  rate,  the  size  of  the  applicant  pool,  and  the  magnitude  of  other 
hiring  and  firing  costs.  For  example,  if  teachers  are  more  heterogeneous,  then  the 
potential  benefits  of  greater  selection  are  higher.  However,  if  there  is  more  noise 
(and  thus  uncertainty)  in  the  estimates  of  teacher  heterogeneity,  then  the  benefits 
of  selection  are  lower.  If  the  gains  from  teacher  experience  are  worth  more,  then 
the  cost  of  dismissing  experienced  teachers  and  replacing  them  with  novices  is 
larger.  If  the  exogenous  turnover  rate  of  teachers  is  high,  then  the  optimal  cut-off 
for  tenure  falls  because  there  is  less  benefit  to  giving  tenure  to  highly  effective 
teachers  if  they  do  not  stay  long.  Overall,  the  principal  must  set  the  bar  to  trade  off 
the  short-term  cost  of  replacing  an  experienced  teacher  with  a  rookie  against  the 
long-term  benefit  of  selecting  only  the  most  effective  teachers. 

In  what  follows,  we  report  the  results  of  Monte  Carlo  simulations  that  examine 
the  consequences  of  different  approaches  to  teacher  evaluation  and  retention.  We  use 
evidence  on  key  underlying  parameters  to  calibrate  the  model;  all  of  these  values  lie 
in  the  middle  of  the  estimates  reported  for  Los  Angeles  and  New  York  City  in  Table  1. 
We  set  the  standard  deviation  of  the  persistent  teacher  effect  (in  student-level  stan- 
dard deviation  units)  equal  to  0.15,  and  the  reliability  of  the  value-added  measure 
(the  ratio  of  the  persistent  variance  to  total  variance)  equal  to  40  percent.  For  the 
return  to  experience,  we  assume  that  a  first-  and  second-year  teacher's  value  added 
is  -0.07  and  -0.02  student  standard  deviations  below  the  value  added  of  teachers  in 

^  For  a  simple  algebraic  presentation  of  this  model,  with  some  discussion  of  its  links  to  search  models 
with  imperfect  information  in  labor  markets,  see  the  online  appendix  available  with  this  paper  at 
(httpr/Araw.e-jep.org). 
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Figure  1 

Effect  of  Dismissing  a  Given  Proportion  of  Novice  Teachers  Based  on  One  Year 
of  Data 
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Notes:  Proportion  dismissed  (K-axis)  refers  to  the  proportion  of  teachers  with  the  lowest  value-added 
estimates  that  are  dismissed  after  their  first  year.  The  solid  line  (and  left  axis)  shows  the  steady  state 
impact  of  each  proportion  dismissed  on  the  value  added  of  the  average  teacher,  including  those  in  their 
first  year  of  teaching.  Teacher  value  added  is  measured  in  standard  deviations  of  student  performance. 
The  dashed  line  (and  right  axis)  sho^vs  the  steady  state  impact  of  each  proportion  dismissed  on  the 
proportion  of  the  teacher  workforce  in  the  first  (or  novice)  year  of  teaching. 

their  third  year  or  higher.  We  ignore  the  direct  costs  of  hiring  a  new  teacher.  Finally, 
we  assume  a  maximum  teaching  career  of  30  years  and  an  exogenous  turnover  rate 
of  5  percent,  which  is  approximately  the  proportion  of  experienced  teachers  who 
leave  the  Los  Angeles  and  New  York  City  districts  each  year. 

Tenure  or  Dismiss  after  One  Year 

We  hegin  with  a  basic  example  in  which  the  principal  must  either  dismiss  or 
tenure  a  teacher  after  one  year  of  teaching  based  on  just  one  year  of  student  value- 
added  data.  Figure  1  reports  the  expected  steady-state  impact  of  dismissing  a  given 
proportion  of  teachers  (the  bottom  axis)  on  value  added  of  the  average  teacher 
(left  axis,  solid  line)  and  on  the  proportion  of  the  teacher  workforce  who  are  in 
their  first  year  of  teaching  (right  axis,  dashed  line). 

The  implications  of  Figure  1  are  stark.  First,  the  simulation  suggests  there 
are  substantial  gains  from  using  value-added  information  to  dismiss  ineffective 
teachers  and  that  the  principal  should  set  a  very  high  bar  for  tenure.  To  maximize 
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average  value  added,  about  80  percent  of  teacliei's  should  be  dismissed  after  their 
first  year.  This  aggressive  strategy  would  raise  the  average  value  added  of  teachers  in 
the  school  to  just  over  0.08;  put  differently,  the  effectiveness  of  the  average  teacher 
(including  the  rookies)  would  be  greater  than  roughly  70  percent  of  the  tenured 
teachers  under  the  old  system.  Moreover,  it  is  not  the  case  that  most  of  the  gain  comes 
from  dismissing  the  very  lowest-performing  teachers.  Indeed,  until  the  principal 
reaches  the  optimum,  the  gain  to  being  increasingly  selective  in  who  receives  tenui'e 
is  roughly  linear.  For  example,  if  the  principal  dismissed  the  40  percent  of  first-year 
teachers  with  the  lowest  value  added,  rather  than  80  percent,  the  average  value  added 
among  teachers  in  the  school  would  increase  by  roughly  0.045  in  the  long  run. 

While  these  results  are  surprising  relative  to  current  practice,  there  are  a 
number  of  clear  reasons  why  principals  might  choose  to  dismiss  a  large  proportion 
of  novice  teachers.  Even  unreliable  performance  measures  such  as  value  added  can 
identify  substantial  and  lasting  differences  across  teachers.  Differences  in  teacher 
effects  are  large  and  persistent  relative  to  the  short-lived  costs  of  hiring  a  new 
teacher.  Since  the  typical  teacher  getting  tenure  will  teach  for  ten  years  or  more, 
the  benefit  from  setting  a  high  tenure  bar  will  be  large.  Of  course,  such  unreli- 
able measures  make  mistakes.  But  the  long-run  cost  of  retaining  an  ineffective 
teacher  far  outweighs  the  short-run  cost  of  dismissing  an  effective  teacher.  More- 
over, because  of  the  uncertainty  at  the  time  of  hire,  new  teachers  have  considerable 
option  value;  for  every  five  new  hires,  one  will  be  identified  as  a  highly  effective 
teacher  and  provide  many  years  of  valuable  service. 

There  are  many  reasons  why  these  simulations  could  overstate  the  benefits 
or  understate  the  costs  of  such  an  aggressive  tenure  policy,  and  we  have  tried  to 
enumerate  a  number  of  them  here.  In  general,  for  reasonable  variations  in  the 
parameter  values,  these  issues  do  not  alter  our  qualitative  conclusions. 

First,  we  may  have  understated  the  hiring  and  firing  costs  facing  a  principal. 
As  we  discussed  earlier,  the  main  cost  of  turnover  is  the  lower  effectiveness  of  new 
teachers,  which  corresponds  to  a  cost  of  well  over  $100,000  in  terms  of  foregone 
future  student  earnings.  However,  even  if  we  double  the  difference  in  value  added 
between  rookies  and  experienced  teachers  (that  is,  from  0.07  to  .14  student  level 
standard  deviations),  the  optimal  dismissal  rate  remains  over  75  percent. 

Second,  we  may  have  understated  turnover  rates  among  tenured  teachers,  espe- 
cially if  principals  focus  on  their  own  school  (rather  than  the  district  as  a  whole) 
and  highly  effective  teachers  are  more  likely  to  move  to  other  schools.  Similarly, 
principals  may  discount  the  future  more  highly  because  of  their  own  likelihood  of 
leaving  the  school,  or  because  they  believe  that  teacher  effects  will  not  persist  into 
the  future  (although  the  evidence  suggests  otherwise).  However,  if  we  double  the 
exogenous  annual  turnover  rate  from  5  to  10  percent,  the  optimal  dismissal  rate 
remains  over  70  percent. 

Third,  we  may  have  understated  the  cost  of  recruiting  teachers.  The  simulation 
indicates  that  a  dismissal  rate  of  80  percent  would  result  in  more  than  20  percent 
of  the  workforce  being  novice  teachers  at  any  time,  more  than  double  the  current 
proportion  of  novices  in  Los  Angeles  and  New  York  City.  Districts  would  have  to 
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hire  many  more  teachers  to  accommodate  this  strategy,  and  these  new  hires  would 
presumably  demand  higher  wages  to  compensate  for  the  substantial  risk  of  being 
dismissed.  This  is  particularly  true  if  we  continue  to  require  costly  up-front  teaching- 
specific  training.  However,  even  a  doubling  of  current  teacher  salaries  would  not  be 
enough  to  offset  the  benefits  of  an  aggressive  dismissal  policy,  since  a  .08  annual 
increase  in  student  achievement  is  worth  more  than  $100,000  per  teacher. 

Fourth,  our  simulations  focus  on  the  steady  state,  and  we  have  ignored  what 
happens  along  the  way.  This  may  be  important  if  we  discount  the  earnings  of  future 
children  relative  to  current  children.  Specifically,  for  a  school  that  starts  with  all 
new  teachers,  an  aggressive  dismissal  policy  will  result  in  high  fractions  of  inexpe- 
rienced teachers  in  the  short  run  even  if  the  equilibrium  percentage  of  rookies  is 
lower.  For  example,  if  we  compare  a  policy  of  retaining  the  top  20  percent  of  new 
teachers  with  retaining  90  percent,  average  teacher  effectiveness  would  be  slighdy 
lower  in  the  first  two  years  after  implementing  the  more  aggressive  policy,  turn 
positive  in  year  three,  and  approach  the  steady  state  gains  after  roughly  ten  years. 
Nevertheless,  we  find  the  optimal  dismissal  rate  is  still  above  70  percent  for  annual 
discount  rates  in  a  reasonable  range  (say  2  to  8  percent),  and  falls  to  50  percent  only 
with  annual  discount  rates  on  the  order  of  15  percent. 

Fifth,  there  may  be  spillover  effects  in  teaching,  where  good  teachers  help 
raise  the  achievement  of  their  colleagues'  students  Qackson  and  Bruegmann, 
2009;  Koedell,  forthcoming).  This  has  two  offsetting  effects  in  the  context  of  our 
analysis.  Spillover  effects  imply  that  our  estimate  of  the  variation  in  how  teachers 
impact  their  own  students  is  overstated  (because  some  of  the  observed  effect  is  due 
to  their  colleagues).  However,  if  this  bias  is  roughly  20  percent,  as  suggested  by 
Jackson  and  Bruegmann  (2009),  so  that  the  true  standard  deviation  in  persistent 
teacher  effects  was  0.12  rather  than  0.15,  the  optimal  dismissal  rate  would  still  be  79 
percent  in  our  model.  Moreover,  spillover  effects  will  also  increase  the  benefits  of 
filling  schools  entirely  with  highly  effective  teachers  and  could  easily  imply  higher 
optimal  dismissal  rates. 

Sixth,  we  have  assumed  that  teachers  who  do  not  receive  tenure  exit  the  teaching 
workforce.  If  teaching  effectiveness  is  measured  with  error  and  principals  have  no 
power  to  screen  among  candidates,  then  dismissed  teachers  could  move  to  another 
school  and  hope  for  better  luck  in  their  evaluation.  If  this  occurred,  the  average  quality 
of  the  applicant  pool  would  decline.  This  type  of  phenomenon — poorly  performing 
teachers  moving  to  new  schools,  typically  those  serving  more  disadvantaged  students 
(discussed  in  Boyd,  Grossman,  Lankford,  Loeb,  and  Wyckoff,  2008) — -is  already  well- 
known  in  education,  and  is  referred  to  as  "the  dance  of  the  lemons."  This  suggests 
that  principals  could  benefit  their  colleagues  at  other  schools  by  sharing  performance 
information  on  teachers.  However,  if  schools  were  highly  selective  in  granting  tenure,  it 
might  also  be  true  that  teachers  who  receive  a  bad  signal  regarding  their  effecdveness 
would  have  less  incentive  to  "shop  around."' 

®  A  similar  complication  arises  if  teaching  skills  are  partially  related  to  subject  matter,  grade  level,  or 
the  teacher-school  match.  The  evidence  on  the  specificity  of  teaching  skill  is  mixed  (Boyd,  Grossman, 
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Seventh,  there  is  evidence  that  the  impact  of  a  teacher  on  the  achievement  of 
current  students  may  fade  out  over  time  as  those  students  progress  through  their 
remaining  years  of  school  (Jacob,  Lefgren,  and  Sims,  2008;  Kane  and  Staiger, 
2008) .  It  is  unclear  whether  this  greatly  weakens  the  case  for  raising  teacher  quality. 
We  do  not  know  whether  fadeout  is  a  general  phenomenon  or  whether  it  is  a  result 
of  current  levels  of  heterogeneity  in  teacher  effectiveness.  For  example,  having  a 
highly  effective  teacher  in  tlie  previous  year  may  do  students  Uttle  good  if  they  are 
placed  with  a  highly  ineffective  teacher  this  year,  or  if  their  classmates  were  placed 
with  a  highly  ineffective  teacher  the  previous  year.  In  other  words,  teacher  effects 
might  not  fade  out  if  a  group  of  students  is  given  a  sequence  of  highly  effective 
teachers.  Moreover,  raising  a  student's  academic  achievement  as  measured  in  a 
particular  grade  may  still  be  valuable  even  if  the  student's  score  in  later  grade  levels 
do  not  remain  at  the  improved  level.  For  instance,  a  better  knowledge  of  numerical 
operations  may  still  be  valuable  in  the  labor  market  even  if  it  does  not  lead  to  better 
test  scores  in  algebra.  Nevertheless,  we  do  view  "fade-out"  as  a  primary  empirical 
issue,  not  just  in  studies  of  teachers,  but  in  studies  of  educational  interventions 
more  broadly  (for  example,  Currie  and  Thomas,  1995). 

Finally,  we  may  have  overstated  the  reliability  of  value-added  measures.  We 
address  this  issue  in  considerable  detail  below.  However,  even  if  we  cut  the  reli- 
ability of  value  added  in  half  (from  40  to  20  percent),  the  optimal  dismissal  rate 
remains  over  70  percent. 

The  Effect  of  Changing  the  Time  to  Tenure  Review 

In  our  next  set  of  simulations,  we  evaluate  how  changing  the  time  until  tenure 
review  affects  the  optimal  dismissal  rate  and  the  average  value  added  of  teachers. 
The  first  column  of  Table  2  repeats  the  results  from  our  benchmark  simulations 
in  which  dismissal  could  only  occur  at  the  end  of  the  first  year.  The  next  three 
columns  allow  the  principal  to  delay  tenure  review  until  the  second,  third,  or 
fourth  year,  and  to  gather  more  information  about  teacher  effectiveness  before 
making  a  decision  regarding  dismissal.  The  next  three  columns  require  a  delay  in 
tenure  review  for  2  to  4  years,  so  that  dismissal  can  occur  only  after  multiple  years 
of  value-added  data  are  available  to  the  principal. 

Not  surprisingly,  giving  a  principal  the  option  of  waiting  to  gather  more  infor- 
mation produces  some  benefits.  Average  value  added  rises  to  about  0.10  standard 
deviations  with  the  possibility  of  delaying  tenure  review  to  the  fourth  year,  with 
most  of  the  gain  coming  from  delaying  tenure  until  the  second  year.  Even  with  the 
option  to  delay  the  tenure  decision,  the  principal  would  still  dismiss  two-thirds  of 


Lankford,  Loeb,  and  Wyckoff,  2008;  Lockwood  and  McCaffrey,  2009;  Jackson,  2010),  but  it  is  reason- 
able to  believe  that,  say,  a  mediocre  teacher  of  high  school  physics  in  Harlem  may  have  made  a  good 
fifth  grade  math  teacher  in  Brooklyn  Heights,  or  vice  versa.  If  principals  do  have  access  to  informa- 
tion on  the  past  performance  of  teachers  who  did  not  make  tenure,  specificity  in  skill  can  simply  be 
interpreted  as  an  additional  source  of  error.  This  may  lead  principals  to  be  more  willing  to  "take  a 
chance"  on  a  teacher  who  just  missed  tenure  by  trying  them  in  a  different  subject,  grade,  or  teaching 
environment. 
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Table  2 

Effect  of  Delaying  Tenure  Decisions  beyond  the  First  Year,  Options  vs.  Requirements 


Baselint: 

Dismissal  at  Dismissal  allowed  Require  dismissal 

T=l  at  any  time  until  only  occur  at  time 


r=i 

r=2 

r=3 

T=4 

r=2 

r=3 

T=4 

Average  value  added 

0.080 

0.095 

0.099 

0.101 

0.075 

0.068 

0.061 

%  Dismissed  overall 

81% 

83% 

84% 

84% 

75% 

71% 

68% 

%  Dismissed  annually 

Atr=i 

81% 

67% 

67% 

67% 

At  r=2 

16% 

8% 

8% 

75% 

AtT=3 

9% 

4% 

71% 

AtT=4 

5% 

68% 

iVotei.' Average  value  added  refers  to  the  average  level  of  teachers'  value-added  estimates  in  the  steady 
state  under  an  optimal  dismissal  policy,  and  it  includes  both  untenured  and  tenured  teachers.  (Teacher 
value  added  is  measured  in  standard  deviations  of  student  performance.)  "Percentages  dismissed" 
refers  to  the  percent  of  a  single  cohort  of  newly  hired  teachers  dismissed  during  years  leading  up  to 
when  a  tenure  decision  is  required  (year  T). 


new  hires  after  the  first  year,  but  would  wait  to  dismiss  some  teachers  for  whom 
there  is  a  reasonable  chance  that  an  additional  year  of  data  could  lead  to  a  better 
decision.  Intuitively,  the  cut-off  score  for  dismissing  a  new  teacher  rises  with  time 
on  the  job,  because  the  option  value  of  waiting  to  dismiss  a  teacher  declines  as  the 
principal  accumulates  better  information.  In  other  words,  to  avoid  unnecessary 
turnover  the  principal  may  choose  to  wait  a  year  before  dismissing  a  teacher  who 
the  principal  believes  is  "below  the  bar"  so  long  as  there  is  a  reasonable  chance 
that  this  evaluation  could  change.  Thus,  the  principal  dismisses  teachers  whose 
expected  effectiveness  lies  below  a  bar  that  increases  with  teacher  experience. 
Overall  dismissal  rates  do  not  change  much  as  the  principal  is  allowed  to  wait  until 
year  2,  3,  or  4  to  make  a  decision,  but  the  extra  time  allows  the  principal  to  better 
identify  the  remaining  subset  of  teachers  for  tenure. 

In  contrast,  requiring  principals  to  delay  tenui"e  review — that  is,  removing  the 
option  of  dismissal  until  year  2,  3,  or  4 — would  lead  to  lower  average  teacher  value 
added,  relative  to  the  baseline  case.  Essentially,  this  policy  forces  principals  to 
retain  low-performing  teachers  additional  years,  and  this  outweighs  the  benefits  of 
the  additional  information  the  principal  would  obtain  by  waiting  to  see  additional 
years  of  performance  data.  Note  that  this  policy  also  leads  to  fewer  teachers  being 
dismissed  overall,  since  the  option  vahxe  of  hiring  a  new  teacher  (who  may  turn  out 
to  be  ineffective  and  must  be  retained  for  several  years)  has  fallen. 

Obtaining  More  Reliable  Information  at  the  Time  of  Hire 

We  have  assumed  that  principals  have  no  useful  information  at  the  time  of  hire. 
This  implies  that  radical  increases  in  hiring  rates  (as  required  by  a  dismissal  rate 
of  80  percent)  do  not  affect  the  quality  of  new  hires — each  individual  is  a  random 
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Figure  2 

Effect  of  Increasing  the  Reliability  of  the  Pre-hire  Performance  Signal  on 
Value  Added  of  Average  Teacher  and  Proportion  of  Teachers  Dismissed  after 
One  Year 


T  1  1  1  1  r 

0  .2  .4  .6  .8  1 


Reliability  of  pre-hire  performance  signal 

Notes:  Reliability  (x-axis)  refers  to  the  proportion  of  variance  in  the  pre-hire  performance  signal  that 
is  due  to  the  persistent  component  of  teacher  performance.  The  solid  line  (and  left  axis)  shorn  the 
steady  state  impact  of  reliability  on  the  value  added  of  the  average  teacher,  including  those  in  their 
first  year  of  teaching,  based  on  the  optimal  proportion  of  teachers  dismissed  after  one  year.  (Teacher 

value  added  is  measured  in  standard  deviations  of  student  performance.)  The  dashed  line  (and  right 
axis)  shows  the  steady  state  impact  of  rehability  on  the  optimal  proportion  dismissed  after  one  year. 

draw  from  a  generally  qualified  applicant  pool.  But  many  districts  and  principals 
put  substantial  effort  into  screening  and  interviewing  new  hires,  suggesting  that 
even  small  amoiints  of  information  at  the  time  of  hire  may  be  valuable. 

Figure  2  shows  how  changing  the  reliability  of  the  pre-hire  signal  affects  the 
optimal  dismissal  rate  (right  axis,  dashed  line),  and  the  resulting  value  added  of 
the  average  teacher  in  the  school  (left  axis,  solid  line).  For  these  simulations,  we 
assumed  that  the  principal  could  only  dismiss  teachers  after  the  first  year  {T=  1). 
We  also  assumed  that  the  pool  of  potential  applicants  was  ten  times  the  number 
needed  to  replace  teachers  leaving  through  exogenous  turnover,  corresponding  to 
estimates  that  New  York  City  and  Los  Angeles  currently  have  about  10  applicants 
for  each  position.  Our  baseline  simulation  corresponds  to  a  idiability  of  0  in  the 
pre-hire  signal,  at  the  far  left  in  this  figure. 

Figure  2  suggests  that  pre-hire  information  on  teacher  effectiveness  is  poten- 
tially quite  valuable.  Compared  to  having  no  information  at  the  time  of  hire,  a 
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perfect  pre-liire  signal  with  100  percent  reliability  would  nearly  triple  the  gain  to 
the  value  added  of  the  teacher  workforce,  and  of  course  would  eliminate  the  need 
to  dismiss  teachers  after  hire.  More  interestingly,  even  a  low  reliability  signal  of 
20  percent  at  the  time  of  hire  doubles  the  gain  to  the  value  added  of  the  teacher 
workforce  i-elative  to  the  benchmark  case  with  no  pre-hire  information.  However, 
access  to  a  pre-hire  signal  does  not  eliminate  the  need  to  dismiss  additional  teachers 
after  hire.  As  long  as  there  is  remaining  uncertainty  about  teacher  effectiveness 
among  the  teachers  that  are  hired,  there  will  be  a  benefit  to  dismissing  additional 
teachers  after  observing  classroom  performance. 

Obtaining  More  Reliable  Measures  of  On-the-job  Performance 

Figure  3  shows  how  changing  the  reliability  of  the  on-the-job  signal  affects  the 
optimal  timing  of  tenure  (regions  delineated  by  dotted  lines,  labeled  at  top),  the 
optimal  dismissal  rate  (right  axis,  dashed  line),  and  the  resulting  value  added  of 
the  average  teacher  in  the  school  (left  axis,  solid  line).  For  these  simulations,  we 
assumed  that  the  principal  could  only  dismiss  teachers  at  tenure  time  (T). 

Many  school  districts  are  currently  engaged  in  efforts  to  improve  the  reliability 
with  which  they  can  measure  teacher  performance,  through  the  use  of  additional 
information  from  classroom  observation,  student  work,  and  student  or  parent 
surveys.  Figure  3  suggests  that  more  reliable  measures  of  teacher  performance 
are  quite  valuable.  Relative  to  our  baseline  simulation,  in  which  reliability  of  the 
annual  performance  measure  was  40  percent  (.4  in  the  figure),  a  measure  with 
perfect  reliability  would  nearly  double  the  gains  from  selecting  effective  teachers  (to 
0.14  standard  deviations)  while  having  litde  impact  on  the  proportion  of  teachers 
dismissed.  If  districts  relied  on  performance  measures  that  were  less  reliable  than 
our  baseline  case,  the  gains  from  selecting  effective  teachers  would  be  reduced,  and 
it  would  become  optimal  for  the  principal  to  wait  longer  before  dismissing  a  teacher. 
Interestingly,  the  proportion  of  teachers  dismissed  does  not  decline  much  until  the 
reliability  of  the  performance  measure  drops  below  5  percent  (.05  in  the  figure). 
Even  very  weak  signals  of  teacher  performance  eventually  identify  differences 
between  teachers  that  make  the  benefits  of  selectively  awarding  tenure  swamp  the 
cost  of  having  to  hire  additional  inexperienced  teachers. 

Conclusion 

In  the  ongoing  debate  over  how  to  improve  teaching  quality  in  public  schools, 
there  have  been  conflicting  claims  regarding  the  usefulness  of  currently  available 
measures  of  teacher  effectiveness.  For  example,  in  reference  to  a  pi-oposed  initia- 
tive to  measure  teacher  effectiveness  using  student  test  scores,  the  head  of  the  New 
York  City  teachers'  union  Randi  Weingarten  stated:  "There  is  no  way  that  any  of  this 
current  data  could  actually,  fairly,  honestiy  or  with  any  integrity  be  used  to  isolate  the 
contributions  of  an  individual  teacher"  (as  reported  by  Medina,  2008).  In  contrast,  the 
U.S.  Secretary  of  Education  Arne  Duncan  (2009)  has  stated:  "I  have  an  open  mind 
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Figure  3 

Effect  of  Reliability  of  the  Annual  Performance  Measure  on  Optimal  Timing  of 
Tenure,  Optimal  Dismissal  Rate,  and  Value  Added  of  Average  Teacher 
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Reliability  of  annual  performance  measure 

Notes:  Figure  3  shows  how  changing  the  reliability  of  the  on-the  Job  signal  affects  the  optimal  timing 
of  tenure  (regions  delineated  by  dotted  lines,  labeled  at  top),  the  optimal  dismissal  rate  (right  axis, 
dashed  line),  and  the  resulting  value  added  of  the  average  teacher  in  the  school  (left  axis,  solid  line). 
For  these  simulations,  we  assumed  that  the  principal  could  only  dismiss  teachers  at  tenure  time  (T). 

Reliability  (x-axis)  refers  to  the  correlation  of  the  annual  performance  measure  across  years  within 
the  same  teacher.  The  da.shed  line  (and  right  axis)  shows  the  steady  state  impact  of  reliability  on  the 
proportion  dismissed.  The  solid  line  (and  left  axis)  shows  the  steady  state  impact  of  reliability  on 
the  value  added  of  the  average  teacher,  including  those  in  their  first  year  of  teaching,  based  on  the 
optimal  proportion  of  teachers  dismissed  after  the  optimal  waiting  period  (T).  (Teacher  value  added 
is  measured  in  standard  deviations  of  student  performance.)  The  regions  separated  by  horizontal 
dotted  lines  denote  the  optimal  year  in  which  the  tenure  decision  should  be  made  {T)  for  different 
levels  of  reliability. 


about  teacher  evaluation,  but  we  need  to  find  a  way  to  measure  classroom  success  and 
teacher  effectiveness.  Pretending  that  student  outcomes  are  not  part  of  the  equation  is 
like  pretending  that  professional  basketball  has  nothing  to  do  with  the  score." 

Given  the  available  evidence,  we  have  tried  to  evaluate  systematically  how 
school  leaders  should  use  the  currently  available  but  imperfect  measures  of  teacher 
effectiveness  to  recruit,  evaluate,  and  retain  teachers.  Our  simulations  suggest 
that  using  existing  information  on  teacher  performance  to  aggressively  select 
teachers  would  yield  substantial  annual  gains  in  academic  achievement  of  around 
0.08  student  level  standard  deviations.  These  are  comparable  to  the  annual  test 
score  gains  found  in  recent  experimental  evaluations  of  charter  schools  (Hoxby 
and  Murarka,  2009;  Abdulkadiroglu,  Angrist,  Dynarski,  Kane,  and  Pathak,  2009) 
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and  comparable  to  the  estimated  anmxal  impact  of  reducing  class  size  in  early 
elementary  grades  found  in  Project  STAR  (Krueger,  1999).  Our  analysis  also 
suggests  that  there  are  substantial  returns  to  investing  in  better  information  about 
teacher  effectiveness,  both  at  the  time  of  hire  and  in  the  first  few  years  on  the  job. 
Other  measures  of  teacher  performance,  such  as  evaluations  based  on  classroom 
observations,  may  be  very  useful.  Finally,  there  may  be  other  uses  of  this  informa- 
tion that  we  did  not  consider  in  our  analysis,  such  as  for  performance-based  pay  or 
targeted  professional  development,  which  would  yield  even  larger  gains.  Systemati- 
cally exploring  the  potential  gains  from  these  other  uses  would  be  valuable. 

There  are  many  practical  obstacles  to  implementing  a  policy  that  denies 
tenure  to  a  large  proportion  of  new  teachers.  First,  large  upfront  investments 
in  teaching  credentials  make  very  high  rates  of  terminations  hard  to  support  in 
equilibrium.  Given  that  there  is  little  evidence  that  such  credentials  are  related 
to  teacher  effectiveness,  our  results  suggest  that  an  aggressive  dismissal  policy 
should  be  complimented  by  an  easy  entry  policy.  For  example,  as  an  alternative  to 
obtaining  credentials,  districts  could  create  an  alternative  port  of  entry  in  which 
any  college  graduate  (without  a  criminal  record)  could  become  certified  if  they 
performed  well  on  the  job  in  their  first  year  or  two.  One  could  imagine  such  an 
alternative  certification  route  being  an  attractive  option  for  many  applicants,  and 
the  teachers  obtaining  the  resulting  certification  being  highly  valued  by  schools. 
If  applicants  were  still  uneasy  about  investing  time  and  effort  in  the  difficult  first 
years  of  teaching,  districts  could  redesign  the  process  to  limit  the  up-front  costs 
of  a  "tryout"  (for  example,  initially  evaluating  new  teachers  using  brief  summer 
school  courses),  and  allow  them  to  gain  better  pi-e-hire  information  at  low  cost. 
Similarly,  it  is  interesting  to  consider  a  workforce  development  model  that  tries 
both  to  minimize  the  exposure  of  students  to  untested  teachers  and  generate  early- 
career  infoi-mation  on  teacher  effectiveness.  For  example,  instead  of  giving  new 
teachers  a  full  load  of  students  and/or  courses,  principals  could  assign  them  to  a 
small  group  of  students  or  a  single  course  and  then  use  this  limited  teaching  role 
to  collect  performance  information.^"  Of  course,  we  do  not  know  how  reliably  such 
information  would  predict  later  performance  with  a  full  set  of  teaching  responsi- 
bilities, but  we  suspect  it  would  be  more  informative  than  knowing  where  someone 
attended  college  or  what  they  scored  on  a  standardized  certification  examination. 

Despite  these  issues  and  obstacles,  the  general  message  of  our  analysis 
remains.  The  current  system,  which  focuses  on  credentials  at  the  time  of  hire  and 
grants  tenure  as  a  matter  of  course,  is  at  odds  with  decades  of  evidence  on  teacher 
effectiveness.  Instead,  teacher  recruitment  and  retention  policies  should  focus 
on  improving  our  methods  of  teacher  evaluation  and  use  admittedly  imperfect 
measures  of  teacher  effectiveness  to  identify  and  retain  only  the  best  teachers  early 
in  their  teaching  careers. 


^"Just  five  percent  of  recently  hired  teachers  clahn  to  have  received  a  reduced  workload  in  the  first  year 
of  their  careers  according  to  the  2003  School  and  Staffing  Survey. 
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COMMITTEE  ON  LEGISLATIVE  RESEARCH 
OVERSIGHT  DIVISION 

FISCAL  NOTE 

L.R.  No.:  1246-01 
Bill  No.:        HB  631 

Subject:         Teachers;  Education,  Elementary  and  Secondary;  Boards,  Commissions,  Committees, 

Councils 
Type:  Original 
Date:  February  26, 2013 


Bill  Summary:         This  proposal  modifies  provisions  relating  to  the  employment  and  evaluation  of 
teachers. 


FISCAL  SUMMARY 


ESTIMATED  NET  EFFECT  ON  GENERAL  REVENUE  FUND 

FUND  AFFECTED 

FY  2014 

FY  2015 

FY  2016 

Total  Estimated 
Net  Effect  on 
General  Revenue 
Fund 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  OTHER  STATE  FUNDS 

FUND  AFFECTED 

FY  2014 

FY  2015 

FY  2016 

Total  Estimated 
Net  Effect  on  Other 
State  Funds 

$0 

$0 

$0 

Numbers  within  parentheses:  (  )  indicate  costs  or  losses. 
This  fiscal  note  contains  5  pages. 

I  1 


http://www.moga.mo.gov/Oversigh1/OVERl  3/fishtm/l 246-0 lN.ORG.htm 
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ESTIMATED  NET  EFFECT  ON  FEDERAL  FUNDS 


FUND  AFFECTED 

FY  2014 

FY  2015 

FY  2016 

Total  Estimated 
Net  Effect  onAU 
Federal  Funds 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  FULL  TIME  EQUIVALENT  (FTE) 

FUND  AFFECTED 

FY  2014 

FY  2015 

FY  2016 

Total  Estimated 
Net  Effect  on 
FTE 

0 

0 

0 

□  Estimated  Total  Net  Effect  on  All  fiinds  expected  to  exceed  $100,000  savings  or  (cost). 
Estimated  Net  Effect  on  General  Revenue  Fund  expected  to  exceed  $100,000  (cost). 


ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

FUND  AFFECTED 

FY  2014 

FY  2015 

FY  2016 

Local  Government 

$0 

(Could  exceed 
$100,000) 

$0 

FISCAL  ANALYSIS 

ASSUMPTION 

A  preliminary  response  from  the  Department  of  Elementary  and  Secondary  Education  (DESE) 

indicated  there  should  not  be  significant  costs  to  DESE  as  a  result  of  this  proposed  legislation.  DESE 
assumes  there  may  be  some  costs  to  school  districts  to  implement  the  provisions  of  the  proposal. 
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Officials  from  the  Kansas  City  Public  School  District  (KCPSD)  do  not  see  substantial  unfunded 
mandates  for  KC  Public  Schools  within  the  text  of  the  proposed  legislation.  KCPSD  currently  evaluates 
staff  and  provides  teachers  and  principals  with  professional  training  and  improvement  plans  when  they 
believe  it  is  warranted.  Some  added  costs  may  be  required  to  educate  staff  on  the  details  of  tiie  law  if 
passed. 

KCPSD  assumes  districts  that  do  not  currently  provide  training  and  improvement  plans  may  incur 
substantial  costs  implementing  this  law  if  passed,  in  that  they  would  have  to  develop  systems  and 
programs  to  facilitate  the  mandate. 

Oversight  assumes  there  could  be  implementation  costs  to  school  districts.  Oversight  assumes 
provisions  of  the  proposal  will  not  be  in  place  until  the  2014-2015  school  year  and  will  show 
implementation  costs  to  the  school  districts  in  FY  2015. 


FISCAL  IMPACT  -  State  Government  FY  2014  FY  2015  FY  2016 

(10  Mo.) 

$0  $0  $0 


FISCAL  IMPACT  -  Local  Government  FY  2014            FY  2015             FY  2016 

(10  Mo.) 

LOCAL  POLITICAL  SUBDIVISIONS 

Costs  -  Local  School  Districts  -  (Could  exceed 

Implementation  of  teacher  employment  and  $0           $100.000)  $0 

evaluation  procedures 

ESTIMATED  NET  EFFECT  ON  LOCAL  (Could  exceed 

POLITICAL  SUBDIVISIONS  M           $100.000)  $0 

FISCAL  IMPACT  -  Small  Business 

No  direct  fiscal  impact  to  small  businesses  would  be  expected  as  a  result  of  this  proposal. 
FISCAL  DESCRIPTION 

This  proposal  modifies  provisions  relating  to  the  employment  and  evaluation  of  teachers. 

A  district  shall  not  adopt  or  implement  policies  that  permit  length  of  service  to  serve  as  the  primary 
factor  when  conducting  layoffs  or  a  reduction  in  force.  A  district  instead  shall  utilize  the  results  of 
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annual  evaluation,  as  prescribed  in  the  bill,  as  the  primary  factor  when  conducting  a  reduction  in  force. 
The  evaluation  system  shall  include  performance  reviews  to  provide  feedback  to  teachers  and  shall 
include  summative  evaluations. 

Each  local  school  district  shall  establish  and  implement  a  local  evaluation  system  for  teachers  and 
principals  centered  on  student  achievement. 

A  teacher  may  be  considered  for  a  pemianent  appointment  upon  the  successful  completion  of  the 
probation  period,  but  in  no  case  shall  permanent  status  be  automatically  granted.  The  criteria  for 
granting  a  permanent  appointment  to  a  teacher  shall  include  multiple  measures  for  assessing  a  teacher's 
•  effectiveness,  as  outlined  in  the  proposal. 

Each  local  district  shall  develop  guidelines  for  professional  improvement  plans  for  teachers,  principals, 
and  administrators  no  later  than  the  beginning  of  the  2014-2015  school  year. 

This  legislation  is  not  federally  mandated,  would  not  duplicate  any  other  program  and  would  not  require 
additional  capital  improvements  or  rental  space. 


SOURCES  OF  INFORMATION 

Department  of  Elementary  and  Secondary  Education 
School  Districts 

Kansas  City  Public  School  District 


Ross  Strope 
Acting  Director 
February  26, 2013 
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Representative  Stephen  C.  Cookson,  Missouri  House  of  Representatives  provided 
information  as  a  proponent  of  tlie  proposal  to  tlie  State  Auditor's  office. 

Please  accept  this  letter  as  a  proposed  statement  of  fiscal  impact  pursuant  to  Section  116.175, 
RSMo.  1  submit  this  letter  to  you  as  a  proponent  of  the  Teacher  Tenure  Initiative  Petition 
submitted  to  the  Secretary  of  State  on  March  15, 2013. 

As  a  former  educator,  former  superintendent  and  as  Chairman  for  the  House  Elementary  and 
Secondary  Education  Committee,  I  have  become  intimately  familiar  with  the  challenges  facing 
our  education  system.  I  have  seen  first-hand  the  value  of  an  effective  teacher,  and  unfortunately, 
the  cost  of  an  ineffective  teacher.  I  have  experience  with  reviewing  and  studying  the  fiscal  impact 
of  issues  affecting  education  at  the  state  level,  and  experience  creating,  reviewing  and  monitoring 
school  district  budgets  as  a  superintendent. 

The  Department  of  Elementary  and  Secondary  Education  is  already  in  the  process  of  increasing 
the  number  of  student  evaluations  and  reforming  the  educator  evaluation  system.  This 
initiative  petition  changes  the  focus  in  our  schools  for  teachers  from  seniority  to  effectiveness 
based  on  student  achievement  is  a  no  cost  step  in  the  right  direction.  In  fact,  in  my 
experiences,  the  changes  required  by  this  initiative  petition  could  save  school  districts  money 
in  terms  of  reducing  litigation  costs  for  terminating  teachers  and  aU  of  the  costs  associated  with  an 
ineffective  teacher.  Certainly,  the  state  will  realize  a  benefit  of  an  increase  in  effective  teachers 
and  a  better  educated  future  workforce. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Revenue, 
the  Department  of  Public  Safety,  Adair  County,  Boone  County,  Callaway  County, 
Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Linn 
State  Technical  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

Decisions  by  school  districts  regarding  provisions  allowed  or  required  by  this  proposal 
and  their  implementation  will  influence  the  potential  costs  or  savings  impacting  each 
district.  Significant  potential  costs  may  be  incurred  by  the  state  and/or  the  districts  if 
new/additional  evaluation  instruments  must  be  developed  to  satisfy  the  proposal's 
performance  evaluation  requirements. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-026) 


Subject 

Initiative  petition  from  Mark  Reading  regarding  a  proposed  constitutional  amendment  to 
Article  I.  (Received  April  1,  2013) 

Date 

April  19,  2013 
Description 

This  proposal  would  amend  Article  I  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Mark  R.  Reading  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Marc  H.  Ellinger  and  Bryan  T.  Pratt  on  behalf  of  Opponents  to  the  Proposed 
Measure  provided  information  as  an  opponent  of  the  proposal  to  the  State  Auditor's 
office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  local 
political  subdivision  adopting  a  cigarette  tax  pursuant  to  the  terms  of  the  proposal  would 
be  responsible  for  its  enforcement.  Based  on  that  assumption,  they  assume  any  potential 
costs  resulting  from  the  proposal  could  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  this  initiative  petition. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
they  assume  this  initiative  will  have  no  cost  on  their  agency.  The  initiative  appears  to 
give  local  voters  the  right  to  set  and  control  local  tobacco  taxes  which  they  have  not 
previously  had  the  authority  to  control.  Therefore,  there  appears  to  be  a  potential  at  the 
local  level  for  modified  revenue.  Any  impact  would  depend  upon  the  actions  of  local 
voters  and  cannot  be  estimated. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Social  Services  indicated: 

If  approved  by  the  voters  in  a  statewide  election,  this  initiative  petition  would  grant  local 
voters  the  right  to  determine  and  approve  local  tobacco  taxes  in  cities  and  counties.  Any 
local  tobacco  tax  approved  by  local  voters  under  this  initiative  can  be  used  only  for  local 


health  care,  local  public  education,  or  local  job  creation.  A  local  tobacco  tax  measure  can 
be  submitted  to  local  voters  by  the  local  governing  body;  by  local  initiative  petition 
where  such  procedures  exist;  or  if  no  such  procedures  exist  in  that  city  or  county,  by  a 
petition  signed  by  5%  of  the  qualified  voters  of  the  city  or  county. 

All  existing  local  tobacco  taxes  in  place  on  the  effective  date  of  this  initiative  shall 
remain  in  effect  unless  modified  with  the  approval  of  local  voters. 

The  adoption  of  local  tobacco  taxes  will  not  create  any  additional  revenue  for  their 
department  because  the  tax  is  collected  and  the  use  of  the  proceeds  from  the  tax  is 
controlled  at  the  local  level. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  added  costs  or  savings 
to  their  office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  has  no  impact  on 
their  office.  This  proposal  has  no  direct  impact  on  total  state  revenues,  but  may  have  an 
unknown  indirect  impact  if  statewide  tobacco  sales  are  reduced  as  a  result  of  increased 
local  tobacco  taxes. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 


requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  they  do  not  anticipate  any  fiscal  impact 
unless,  of  course,  either  the  City  Council  or  local  citizens  bring  a  new  tax  question 
forward.  They  have  a  local  "occupation  license  tax"  of  $0.10  per  package  for  all 
cigarettes  sold,  offered  or  displayed  for  sale.  The  intent  of  their  ordinance  is  to  levy  a 
license  tax  pursuant  to  Sec.  166  of  the  City  Charter  and  Sec.  94.1 10,  RSMo.  They  expect 
this  would  stay  in  effect. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  direct  fiscal  impact  if  this 
bill  would  become  law.  The  effects  of  the  voters  approved  a  tax  thereafter  are  not  now 
known. 

Officials  from  the  City  of  St.  Joseph  indicated  there  would  be  no  immediate  impact  on 
their  city. 

Officials  from  the  Cape  Girardeau  63  School  District  indicated  they  are  unaware  if 
there  is  any  cost  or  savings  from  this  petition. 

Officials  from  Metropolitan  Community  College  indicated  this  would  have  no  direct 
fiscal  impact  on  their  college. 

Mark  R.  Reading  provided  the  following  information  as  a  proponent  of  this  initiative 
petition. 


Proposed  Statement  of  Fiscal  Impact 
for  Voters^  Right  to  Determine  and  Approve  Local  Tobacco  Taxes 


Version  3  (Bill  of  Rights) 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  cost  of  the  proposed  amendment  to  the  state  for  the  next  two  fiscal  years  is  zero.  The 
proposal  has  no  fiscal  impact  on  state  funds  because  the  proposal  requires  nothing  from 
state  government. 

Further,  the  proposal  has  no  fiscal  impact  on  local  funds  because  it  is  a  "local  voter 
control"  measure  that  includes  no  mandate.  It  requires  nothing  of  local  governments. 


ESTIMATED  NET  EFFECT  O] 

\  STATE  FUN 

IDS 

^2014 

EY2Sil5 

General  Revenue 

$0 

$0 

Total  Estimated  Net  Effect  on  All  State  Funds 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

$0 

$0 

Total  Estimated  Net  Effect  on  All  Local  Funds 

$0 

$0 

Legislative  fiscal  notes  for  similar  "local  voter  control"  measures  are  highly  instructive 
on  the  fiscal  impact  of  this  proposal.  As  detailed  in  the  analysis  set  out  in  below,  all  103 
examples  of  legislative  fiscal  notes  for  bills  empowering  local  voters  to  decide  an  issue 
received  "zero  cost"  fiscal  notes. 

Fiscal  Summarv  Recommendation 

Based  on  the  analysis  of  the  measure  set  forth  above  and  the  review  below  of  the 

practices  of  the  Missouri  General  Assembly  over  the  past  six  years  in  universally  finding 
"zero"  state  and  local  fiscal  impact  for  proposals  that  empower  local  voters  to  decide 
local  issues,  it  is  requested  and  recommend  that  the  State  Auditor's  Office  use  the 
following  language  for  its  fiscal  note  summary: 

"This  proposal  will  give  voters  the  right  to  approve  local  tobacco  taxes  in  their  cities  and 
counties.  There  is  no  cost  to  state  or  local  government" 
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ANALYSIS  OF  FISCAL  IMPACT  OF  RECENT  LOCAL  VOTER  CONTROL 

LEGISLATION 


The  analysis  contained  in  this  document  was  conducted  to  determine  how  the  Missouri 
General  Assembly  has  evaluated  the  cost  in  the  fiscal  notes  of  legislation  that  empower 
local  voters  to  decide  local  issues. 

The  online  records  for  the  past  six  years  (2007-2012)  of  the  General  Assembly  have  been 
searched  to  identify  all  applicable  examples.  A  detailed  electronic  spreadsheet  is 
attached  to  this  analysis: 

•    Missouri  General  Assembly  -  103  applicable  bills  and  joint  resolutions  over  the 
past  six  years  have  been  identified.  The  attached  electronic  spreadsheet  provides 
information  on  the  session  year,  bill  number,  whether  the  bill  was  finally  passed, 
the  purpose,  cost,  and  the  Oversight  Division's  comment  about  the  cost.  In 
addition,  internet  hyperlinks  have  been  provided  to  enable  any  reviewer  to  find 
the  fiscal  note,  bill  text,  and  bill  summary  for  the  pieces  of  legislation. 

Analysis  of  Missouri  General  Assembly  Fiscal  Notes 

A  total  of  103  bills  and  joint  resolutions  have  been  identified  that  analyze  the  fiscal 
impact  of  empowering  local  voters  to  decide  local  issues.  . 


Bills  and  Joint  Resolutions  Empowering  Local  Votes 


Year  of  Session 

House 

Senate 

Total 

2012 

14 

4 

18 

2011 

10 

5 

15 

2010 

2 

17 

19 

2009 

3 

14 

17 

2008 

8 

6 

14 

2007 

10 

10 

20 

Total 

47 

56 

103 

Many  of  the  bills  were  introduced  as  single  subject  pieces  of  legislation.  The  General 
Assembly  often  grouped  similar  pieces  of  single  subject  legislation  into  an  omnibus  bill 
that  was  then  moved  forward  out  of  committee  to  the  floor  for  action  by  the  House  or 
Senate.  A  total  of  16  bills  were  passed  by  the  General  Assembly  over  the  past  six  years 
that  empower  local  voters  to  decide  local  issues.  These  bills  often  were  omnibus  bills 
that  included  provisions  that  had  been  included  in  bills  filed  in  previous  sessions. 
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Bills  passed 

2012 

1 

2011 

3 

2010 

5 

2009 

0 

2008 

1 

2007 

6 

Total 

16 

The  103  bills  contain  a  wide  variety  of  topics  and  also  a  wide  variety  of  local  taxes  that 
would  be  authorized  for  a  local  vote  to  fund  the  purposes  of  the  bills.  In  addition,  a  long 
list  of  cities  and  counties  of  all  sizes  have  been  included  in  the  103  bills.  Examples  of  the 
topics  include  but  are  not  limited  to  the  following: 

•  Transient  guest  taxes  for  a  variety  of  purposes  in  many  jurisdictions,  including  but 
not  limited  to: 

Cities  of  St.  Peters,  Jefferson  City,  Sugar  Creek,  Waynesville,  Grandview, 
North  Kansas  City,  St.  Joseph,  Van  Buren,  Raytown,  St.  Ann,  Ashland, 
Sullivan,  Centralia,  Excelsior  Springs,  Kimberling  City,  Charleston,  St 
Charles,  Gladstone,  Augusta,  CarroUton,  Chillicothe,  Liberty,  Miami, 
Missouri  City,  HoUister,  and  Pleasant  Hill. 

^  Counties  of  Montgomery,  Pettis,  Ripley,  Buchanan,  Cass,  St.  Louis, 
Franklin,  Perry,  Pemiscot,  and  Pulaski. 

•  Sales  taxes  - 

Libraries  -  Butler,  Ripley,  Waj^e,  Stoddard,  New  Madrid,  Dunklin, 
Pemiscot,  Audrain,  Adair,  Clark,  Clay,  Knox,  Lewis,  Marion,  Monroe,  Pike, 
Putnam,  Ralls,  Schuyler,  Scotland,  and  Shelby 

Public  Safety  -  St.  Joseph,  Peculiar,  Kansas  City,  Grandview,  Harrisonville 
Port  Improvement  Districts 
Ambulance  Districts 
Fire  Protection  Districts 
Promote  tourism 

Senior  services  and  youth  programs 

Public  health  and  safety  projects  and  programs  of  the  county  public  health 
center 

•  Property  taxes  - 

^  KC  Zoological  District 

Cemetery  maintenance 
Ambulance  Districts 

Exhibition  center  and  recreational  facility  districts 
^  Multipurpose  conference  and  convention  center 
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Establishment,  operation,  and  maintenance  of  an  emergency 
communications  system 

Special  road  rock  fund  tax  on  agricultural  and  horticultural  property 
Construction,  operation  and  maintenance  of  a  community  health  center 

•  Fees 

For  homeless  person  assistance 

Water  service  fees  for  enforcement  of  property  maintenance 
^  Water  service  fees  for  repair/replacement  of  water  lines 

While  there  is  a  wide  variety  of  taxes  and  purposes  included  in  the  bills,  there  is  a  single 
conclusion  used  by  the  Oversight  Division  regarding  the  cost  of  empowering  local  voters 
to  decide  local  issues  -  no  fiscal  impact. 

Conclusion 

The  Missouri  General  Assembly  clearly  states  in  its  fiscal  analysis  that  bills  empowering 
local  voters  to  decide  local  issues  has  no  fiscal  impact.  This  is  true  for  all  of  the  103  bills 
in  this  analysis  over  a  six  year  period.  The  bills  are  permissive  in  nature  and  simply 
enable  local  voters  to  decide  if  they  wish  to  address  local  issues. 

Accordingly,  the  following  fiscal  summary  is  suggested: 

"This  proposal  will  give  voters  the  right  to  determine  and  approve  local  tobacco  taxes  in 
their  cities  and  counties.  There  is  no  cost  to  state  or  local  government" 
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LEGISLATION  WITH  LOCAL  ELECTIONS  -  2007  to  2012 

Session 
Year 

Bill 
Number 

Sponsor 

TAFP? 

Purpose 

Fiscal 
note  cost 

Comment  on  fiscal  note  on  local  elections 

Fiscal  note  link 

Bill  text  link 

BIII  summary  link 

2012 

HB  1056 

Lant 

No 

This  biii  autinorizes  the  governing  body  of  H/lcDonald  County 
to  impose,  upon  voter  approval,  a  surcharge  of  3%  on  the 
rental  of  rafts  and  tubes  and  the  daily  rental  of  rooms  or 
accommodations  in  hotels,  motels,  cabins,  campsites,  or 
campgrounds  for  the  purpose  of  offsetting  the  costs  of 
providing  emergency  services  within  the  county. 

$0 

Oversight  assumes  this  proposal  is  permissive 
in  nature  to  McDonald  County.  First  the  county 
government  must  impose,  by  order  or  ordinance, 
the  surcharge  and  then  voters  of  the  county  must 
approve  the  surcharge. 

http://www.moga.mo. 

S0v/0versiKht/0VER12 
/fishtm/4253- 
01N.ORG.htm 

http://house.mo.gov/bi 
Iltracking/billsl21/biltxt 
/intro/HB1056l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
121/bilsum/intro/sHBl 
055l.htm 

2012 

HB  1114 

Weter 

No 

This  bill  requires  Taney  County,  upon  voter  approval  of  a 
county  sales  tax  for  central  dispatching  of  emergency 
services,  to  appoint  a  seven-member  emergency  services 
board  including  the  county  sheriff  and  at  least  one  member 
from  the  head  of  any  of  the  county's  fire  protection  districts, 
the  county's  ambulance  districts,  the  police  departments  in 
the  county,  and  the  county's  emergency  management 
organizations,  or  their  respective  designees,  to  administer 
the  funds  and  oversee  the  provision  of  emergency  services. 

$0 

Oversight  assumes  this  proposal  is  permissive 
in  nature  to  Taney  County.  First  the  county 
government  may  impose,  by  order  or  ordinance, 
the  tax  and  then  voters  of  the  county  may 
approve  the  tax. 

http://www.moRa.mo. 

gov/Oversight/OVER12 
/fishtm/4731- 
UZr.UKCj.htm 

http://house.mo.gov/bi 
Iltracking/billsl21/biltxt 
/perf/HB1114P.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
121/bilsum/perf/sHBll 
14P.htm 

2012 

HB  1143 

Gatschenberger 

No 

This  bill  authorizes  any  city,  town,  village,  sewer  district,  or 
water  supply  district  to  impose,  upon  voter  approval,  a  fee  of 
up  to  $4  per  month  or  $48  annually  for  each  lateral  sewer 
service  line  providing  sewer  service  to  a  residential  property 
having  four  or  fewer  dwelling  units  for  the  purpose  of  repair 
or  replacement  due  to  failure  of  the  lateral  sewer  service 
lines  extending  from  the  residential  dwelling  to  its 
connection  with  the  public  sewer  system.  The  fee  may  be 
added  to  the  general  tax  levy  bill  of  the  property  owner  and 
collected  in  the  same  manner  as  delinquent  real  estate 
taxpq  and  fay  hilk 

$0 

Oversight  assumes  this  proposal  is  permissive 
in  nature  and  would  have  no  local  fiscal  impact 
without  action  by  the  governing  body  ad 
approved  by  a  majority  of  voters.  Oversight  will 
reflect  a  $0  or  Unknown  impact  to  Local  Political 
Subdivisions  starting  in  FY  2014. 

http://www.moga.mo. 

gov/Oversight/OVER12 
/fishtm/4524- 
01N.ORG.htm 

http://house.mo.gov/bi 
Iltracking/billsl21/biltxt 
/intro/HB1143l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
121/biisum/intro/sHBl 
143l.htm 

2012 

HB  1255 

Lant 

No 

This  bill  authorizes  IVIcDonald  County  to  impose,  upon  voter 
approval,  a  surcharge  equal  to  3%  on  the  rental  of  canoes, 
kayal<s,  rafts,  and  tubes  and  on  hotel  and  motel  rooms, 
cabins,  campsites,  and  campgrounds  for  the  purpose  of 
offsetting  the  costs  of  providing  emergency  services  within 
the  county.  All  revenue  must  be  deposited  into  the  newly 
created  County  Emergency  Services  Surcharge  Fund. 

$0 

Oversight  assumes  this  proposal  is  permissive 
in  nature  to  McDonald  County.  First  the  county 
government  must  impose,  by  order  or  ordinance, 
the  surcharge  and  then  voters  of  the  county  must 
approve  the  surcharge. 

http://www.moga.mo. 

gov/Oversight/OVER12 
/fishtm/5172- 
01N.ORG.htm 

http://house.mo.gov/bi 
Iltracking/billsl21/biltxt 
/intro/HB1255l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
121/bilsum/intro/sHBl 
255l.htm 

2012 

HB  1358 

Gatsclienberger 

No 

Omnibus  bill  that  includes  authorizing  any  city,  town,  village, 
sewer  district,  or  water  supply  district  to  impose,  upon  voter 
approval,  a  fee  of  up  to  $4  per  month  or  $48  annually  for 
each  lateral  sewer  service  line  providing  sewer  service  to  a 
residential  property  having  four  or  fewer  dwelling  units  for 
the  purpose  of  repair  or  replacement  due  to  failure  of  the 
lateral  sewer  service  lines  extending  from  the  residential 
dwelling  to  its  connection  with  the  public  sewer  system  and 
North  Kansas  City  to  impose  a  sales  tax,  upon  voter 
approval,  for  public  safety. 

$0 

No  fiscal  impact  noted 

http://www.moga.mo. 
gov/Oversight/OVER12 

http://www.house.mo. 
gov/billtracking/billsl2 

http://www.house.mo. 
gov/content.aspx?info= 

/fishtm/5325- 
05N.ORG. htm 

l/biltxt/commit/HB135 
8C.htm 

/billsl21/bilsum/comm 
it/sHB1358C.htm 

2012 

HB  1397 

Gatsclienberger 

No 

Omnibus  bill  that  includes  provisions  authorizing  the 
governing  body  of  Carter  County  to  impose,  upon  voter 
approval,  a  transient  guest  tax  and  North  Kansas  City  to 
impose  a  sales  tax,  upon  voter  approval,  for  public  safety 

$0 

Oversight  assumes  no  fiscal  impact. 

http://www.moga.mo. 
gov/Oversight/OVER12 

http://www.house.mo. 
gov/billtracking/billsl2 

http://www.house.mo. 
gov/content.aspx?info= 

/fishtm/5324- 
04N.ORG. htm 

l/biltxt/commit/HB139 
7C.htm 

/billsl21/bilsum/comm 
it/sHB1397C.htm 
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LEGISLATION  WITH  LOCAL  ELECTIONS  -  2007  to  2012 

Session 
Year 

Bill 
Number 

Sponsor 

TAFP? 

Purpose 

Fiscal 
note  cost 

Comment  on  fiscal  note  on  local  elections 

Fiscal  note  link 

Bill  text  link 

Bill  summary  link 

2012 

HB  1504 

Richardson 

Yes 

Omnibus  biii  including:  Upon  approval  of  the  voters  of  the 

county  with  the  largest  population  within  the  St.  Louis 
Metropolitan  Park  and  Recreation  District  and  at  least  one 
other  county  in  the  district,  the  governing  body  of  any  county 
located  within  the  metropolitan  district  as  of  January  1 , 
2012,  is  authorized  to  impose  by  ordinance  an  incremental 
sales  tax  of  up  to  three-sixteenths  of  one  cent  on  all  retail 
sales  subject  to  taxation,  except  on  the  sale  of  food  and 
prescription  drugs,  for  the  purpose  of  funding  the  operation 
and  maintenance  of  the  district;  City  of  Pevely  levy  transient 
guest  tax  upon  voter  approval  for  tourism;  Jackson  County 
sales  tax  upon  voter  approval  for  parks/greenways;  Kansas 
City  transient  guest  tax  upon  voter  approval  for  tourism; 
Pemiscot  Library  sales  tax  for  library  purposes. 

$0 

No  fiscal  impact  noted 

http://www.moga.mo. 

S0v/0versiKht/0VER12 
/fishtm/5509- 
03T.ORG. htm 

http://house.mo.gov/bi 
Iltracking/billsl21/biltxt 
/trulv/HB1504T.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
121/bilsum/trulv/sHBl 
504T.htm 

2012 

HB  1536 

Burlison 

No 

Upon  voter  approval,  this  bill  authorizes  any  political 
subdivision  by  resolution  to  replace  the  personal  property 
tax  levied  for  funding  the  political  subdivision  with  a  revenue- 
neutral  increase  in  either  the  local  sales  tax  or  real  property 
tax. 

N/A 

Not  available  online  on 
12/6/12 

http://www.house.mo. 
gov/billtracking/billsl2 
l/biltxt/intro/HB1536l. 
htm 

http://www.house.mo. 
gov/content.aspx?info= 
/billsl21/bilsum/intro/s 
HB1535l.htm 

2012 

HB  1573 

Schneider  (17) 

No 

Omnibus  bill  that  includes  provision  authorizing  any  city, 
town,  village,  sewer  district,  or  water  supply  district  to 
impose,  upon  voter  approval,  a  fee  of  up  to  $4  per  month  or 
$48  annually  for  each  lateral  sewer  service  line  providing 
sewer  service  to  residential  property  having  four  or  fewer 
dwelling  units  for  the  purpose  of  repair  or  replacement  due 
to  failure  of  the  lateral  sewer  service  lines  extending  from 
the  residential  dwelling  to  its  connection  with  the  public 
sewer  system  (Section  67.313). 

$0 

Oversight  assumes  that  most  provisions 
contained  in  this  proposal  are  discretionary  and 
would  have  no  local  fiscal  impact  without  action 
by  the  governing  body. 

http://www.moga.mo. 
gov/Oversight/OVER12 
/fishtm/5399- 

http://www.house.mo. 
gov/billtracking/billsl2 
l/biltxt/intro/HB1573l. 

http://www.house.mo. 
gov/content.aspx?info= 
/billsl21/bilsum/intro/s 

01N.ORG.htm 

htm 

HB1573l.htm 

2012 

HB  1586 

White 

No 

This  bill  authorizes  any  public  library  district  to  impose,  upon 
voter  approval,  a  sales  tax  of  up  to  one-half  of  one  cent  for 
the  purpose  of  operating  and  maintaining  public  libraries 
within  the  library  district.  Currently,  only  public  library 
districts  located  in  certain  counties  are  authorized  to  impose 
the  tax. 

N/A 

Not  available  online  on 
12/6/12 

http://house.mo.gov/bi 
Iltracking/billsl21/biltxt 
/intro/HB1585l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
121/bilsum/intro/sHBl 
586l.htm 

2012 

HB  1802 

Swearigen 

No 

This  bill  authorizes  the  City  of  North  Kansas  City  to  impose, 
upon  voter  approval,  a  sales  tax  of  up  to  .5%  to  fund  public 
safety  improvements  including  equipment,  city  employee 
salaries  and  benefits,  and  facilities  for  fire,  police,  and 
emergency  medical  providers. 

N/A 

Not  available  online  on 
12/6/13 

http://house.mo.gov/bi 
Iltracking/biilsl21/biltxt 
/intro/HB1802l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
121/bilsum/intro/sHBl 
802l.htm 

2012 

HB  1804 

IVIoiendorp 

No 

This  bill  authorizes  the  City  of  Kansas  City  to  collect,  upon 
voter  approval,  its  existing  convention  and  tourism  tax  from 
certain  transient  guests  and  patrons  of  food  establishments 
who  are  otherwise  exempt  from  the  sales  tax  under  Sections 
144.010  to  144.510,  RSMo. 

$0 

No  fiscal  impact  noted 

http://www.moga.mo. 
gov/Oversight/OVER12 
/fishtm/5793- 

http://house.mo.gov/bi 
Iltracking/billsl21/biltxt 
/perf/HB1804P.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
121/bilsum/perf/sHB18 

01P.ORG.htm 

04P.htm 

2012 

HB  1947 

Gatschenberger 

No 

This  bill  authorizes  any  city,  town,  village,  sewer  district,  or 
water  supply  district  to  impose,  upon  voter  approval,  a  fee  of 
up  to  $4  per  month  or  $48  annually  for  each  lateral  sewer 
service  line  providing  sewer  service  to  a  residential  property 
having  four  or  fewer  dwelling  units  for  the  purpose  of  repair 
or  replacement  due  to  failure  of  the  lateral  sewer  service 
lines  extending  from  the  residential  dwelling  to  its 
connection  with  the  public  sewer  system.  The  fee  may  be 
added  to  the  general  tax  levy  bill  of  the  property  owner  and 
collected  in  the  same  manner  as  delinquent  real  estate 
taxp.e;  and  tay  hilk 

$0 

Oversight  assumes  this  proposal  is  permissive 
in  nature  and  would  have  no  local  fiscal  impact 
without  action  by  the  governing  body  ad 
approved  by  a  majority  of  voters.  Oversight  will 
reflect  a  $0  or  Unknown  impact  to  Local  Political 
Subdivisions  starting  in  FY  2014. 

http://www.moga.mo. 

gov/Oversight/OVER12 
/fishtm/6212- 
01N.ORG.htm 

http://house.mo.gov/bi 
Iltracking/billsl21/biltxt 
/intro/HB1947l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
121/bilsum/intro/sHBl 
947l.htm 
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2012 

HB  2032 

Neth 

No 

This  biii  autinorizes  tiie  governing  body  of  the  City  of  Liberty 
to  impose,  upon  voter  approval,  a  transient  guest  tax  of  up 
to  5%  per  room  per  night  for  the  purpose  of  promoting 
tourism  and  cultural  activities;  the  development, 
construction,  and  operation  of  convention  facilities; 
promoting  business  development;  and  the  construction  of 
related  infrastructure  and  imorovements. 

N/A 

Not  available  online  on 

12/6/12 

http://house.mo.gov/bi 
Iltracl<ing/billsl21/biltxt 
/intro/HB2032l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
121/bilsum/intro/sHB2 
032l.htm 

2012 

SB  465 

Schaaf 

No 

This  act  adds  Buchanan  County  and  the  cities,  towns,  or 
villages  within  Buchanan  County  to  the  list  of  governmental 
entities  that  are  authorized  to  establish  a  Theater,  Cultural 
Arts,  and  Entertainment  taxing  district  upon  voter  approval. 

$0 

Oversight  assumes  the  proposal  is  permissive  in 
nature. 

http://www.moRa.mo. 

http://www.senate.mo. 

http://www.senate.mo. 

gov/Oversight/OVER12 

gov/12info/pdf- 

gov/12info/BTS  Web/S 

/fishtm/4297- 

bill/intro/SB465.pdf 

ummarv.aspxPSessionT 

01N.ORG.htm 

Vpe=R&SummarvlD=44 
&BilllD=44 

2012 

SB  781 

Goodman 

No 

This  act  requires  the  Taney  County  Commission,  upon  voter 
approval  of  a  county  sales  tax  for  central  dispatching  of 
emergency  services,  to  appoint  a  seven-member  board  to 
administer  the  funds  and  oversee  the  provision  of 
emergency  services. 

$0 

No  fiscal  impact  noted 

http://www.moga.mo. 

http://www.senate.mo. 

http://www.senate.mo. 

gov/OversiBht/OVER12 

gov/12info/pdf- 

gov/12info/BTS  Web/B 

/fishtm/4499- 
08N.ORG. htm 

bill/hcs/SB781.pdf 

ill.aspx?SessionTvpe=R 
&BilllD=1825531 

2012 

SB  887 

Ridgway 

No 

This  act  authorizes  North  Kansas  City  to  impose  a  sales  tax 
up  to  one-half  of  one  percent  for  improving  public  safety, 
upon  approval  of  the  voters. 

N/A 

Not  available  online  on 
1 2/6/1 2 

http://www.senate.mo. 

http://www.senate.mo. 

gov/12info/pdf- 
bill/intro/SB887.pdf 

gov/12info/BTS  Web/B 
ill.aspx?SessionTvpe=R 
&BilllD=3161443 

2012 

SB  912 

McKenna 

No 

This  act  authorizes  the  city  of  Pevely  to  impose  a  transient 
guest  tax,  upon  approval  of  the  voters,  to  fund  the  promotion 
of  tourism. 

$0 

Oversight  assumes  this  proposal  is  discretionary 
and  would  have  no  local  fiscal  impact  without 
action  by  the  governing  body. 

http://www.moga.mo. 

http://www.senate.mo. 

http://www.senate.mo. 

gov/Oversight/OVER12 
/fishtm/6124- 

gov/12info/pdf- 
bill/intro/SB912.pdf 

gov/12info/BTS  Web/S 
ummary.aspxPSessionT 

UlN.UKo.ntm 

Vpe=R&SummarvlD=31 
60346&BilllD=3170495 

2011 

HB  142 

Gatsclienberger 

Yes 

This  bill  changes  tlie  laws  regarding  political  subdivisions 
including  allowing  voter  approval  of  fees  for  water  service 
and  enforcement  of  property  maintenance. 

$0 

The  fee  must  receive  voter  approval  before  it 
could  be  implemented;  therefore.  Oversight 
assumes  this  proposal  is  permissive  and,  by 
itself,  would  have  no  state  or  local  fiscal  impact. 

httD://www.moaa.mo.ao 

httD://www. house. mo. qo 

httD://www. house. mo.qo 

v/Oversioht/OVERII/fis 

v/billtrackina/bills111/bil 

v/content.aspx?info=/bill 

htm/0720-04T.ORG.htm 

txt/trulv/HBOl  42T.htm 

s111/bilsum/trulv/sHB14 

2T.htm 

2011 

HB  161 

Cox 

Yes 

Changes  the  laws  regarding  certain  taxes  imposed  by 
political  subdivisions  including  allowing  voter  approval  for 
transient  guest  taxes  in  St.  Peters  and  Pettis  County,  a 
library  sales  tax  for  six  southeast  MO  counties,  and  a  sales 
tax  for  public  safety  in  St.  Joseph 

$0 

Oversight  assumes  this  proposal  allows  certain 
cities  and  counties  to  impose  a  transient  guest 
tax  of  up  to  five  percent  for  the  promotion  of 
tourism  and  for  the  funding  of  a  convention  and 
visitors  bureau.  This  proposal  would  also  allow 
the  City  of  St.  Peters  to  adopt  a  transient  guest 
tax  of  up  to  two  percent  for  the  promotion  of 
tourism.  Oversight  assumes  the  tax  could  not  be 
implemented  without  voter  approval  and 
therefore,  this  proposal,  would  be  permissive 
and  would  have  no  state  or  local  fiscal  impact. 

http://www.moqa.mo.qo 

http://www.house.mo.qo 

http://www.house.mo.qo 

v/Oversiqht/OVERII/fis 

v/billtrackinq/billslll/bil 

v/content.aspx?info=/bill 

htm/0781 -05T.ORG.htm 

txt/trulv/HBOl  61T.htm 

s111/bilsum/truly/sHB16 

IT.htm 

2011 

HB298 

Fitzwater 

No 

This  bill  authorizes  the  governing  body  of  any  hospital 
district  in  Iron  County  to  impose,  upon  voter  approval,  a 
local  sales  tax  of  up  to  1  %  in  lieu  of  a  property  tax  to  fund 
the  hospital  district. 

$0 

Oversight  assumes  this  proposal  is  permissive 
and,  by  itself,  would  have  no  state  or  local  fiscal 
impact. 

http'//www  moga  mo 
gov/Oversight/OVERll 
/fishtm/0960- 
01N.ORG.htm 

http'//house  mo  gov/bi 
iitracKing/uiiisiii/uiitxt 
/intro/HB0298l.htm 

http'//house  mo  gov/c 
ontent.aspx?info=/bills 
lll/bilsum/intro/sHB2 
98l.htm 

2011 

HB369 

Gatsclienberger 

No 

Authorizes  any  city,  town,  or  village  to  impose,  upon  voter 
approval,  a  fee  for  the  repair  or  replacement  of  water  lines 
due  to  failure 

$0 

Oversight  assumes  this  proposal  is  discretionary 
and  would  have  no  local  fiscal  impact  without 
action  by  the  governing  body. 

http://www.moqa.mo.qo 

http://www.house.mo.qo 

http://www.house.mo.qo 

v/Oversiqht/OVERII/fis 

v/billtrackinq/billslll/bil 

v/content.aspx?info=/bill 

htm/1 227-02P.ORG.htm 

txt/perf/HB0369P.htm 

s111/bilsum/perf/sHB36 

9P.htm 
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2011 

HB416 

Richardson 

No 

This  biii  authorizes  a  public  library  district  located  at  least 
partially  in  the  counties  of  Butler,  Dunklin,  New  Madrid, 
Pemiscot,  Ripley,  Stoddard,  or  Wayne  to  impose,  upon 
voter  approval,  a  sales  tax  of  up  to  one-half  of  one  cent  for 
the  operation  and  maintenance  of  public  libraries  within  the 
district. 

$0 

Oversight  assumes  this  proposal  is  discretionary 
and  would  have  no  local  fiscal  impact  without 
action  by  the  governing  body. 

http://www.moga.mo. 

SOv/OversiKht/OVERll 
/fishtm/1281- 
01N.ORG.htm 

http://house.mo.gov/bi 
lltracking/billslll/biltxt 
/intro/HB0416l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
lll/bilsum/intro/sHB4 
16l.htm 

2011 

HB  542 

Bernsl<oetter 

No 

This  bill  authorizes  any  ambulance  district  established  under 
Chapter  190,  RSMo,  on  or  after  August  28,  2011,  to  impose, 
upon  voter  approval,  a  sales  tax  of  up  to  0.5%  in  lieu  of  a 
property  tax  to  fund  the  district.  A  petition  to  establish  an 

am  hi  ilanpp  Hi'^tript  mi  i^t  «;tptp  wh  Athpr  it  wi  II  hp  f  i  inHpH  h\/  a 

dlllk./UIClllL'O  UloLIIL^L  IIIUoL  D LwLO  vvllCLIIOI   IL  vvlll  Ut?  lUIIVJC^VJ  uy  c* 

orooertv  or  sales  tax. 

$0 

Oversight  assumes  this  proposal  is  discretionary 
and  would  have  no  local  fiscal  impact  without 
action  by  the  governing  body. 

http://www.moga.mo. 

gov/Oversight/OVERll 
/fishtm/1435- 
01N.ORG.htm 

http://house.mo.gov/bi 
lltracking/billslll/biltxt 
/intro/HB0542l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
lll/bilsum/intro/sHBS 
42l.htm 

2011 

HB  824 

Cool<son 

No 

This  bill  authorizes  the  governing  body  of  Carter  County  to 
impose,  upon  voter  approval,  a  transient  guest  tax  on  the 
charges  for  RV  sites,  campsites,  lodges,  bed  and 

$0 

Oversight  assumes  this  proposal  to  be 
permissive  and  there  would  be  no  state  or  local 
fiscal  impact. 

http://www.moga.mo. 

gov/Oversight/OVERll 
/fishtm/1960- 
01N.ORG.htm 

http://house.mo.gov/bi 
lltracking/billslll/biltxt 
/intro/HB0824l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
lll/bilsum/intro/sHBS 
24l.htm 

2011 

HB  843 

Conway 

No 

This  bill  authorizes  the  City  of  St.  Joseph  to  impose,  upon 
voter  approval,  a  retail  sales  tax  of  up  to  0.5%  for  the 
operation  of  public  safety  departments  including 
compensation,  pension  programs,  health  care,  and 
additional  eouioment  and  facilities. 

$0 

Oversight  assumes  this  proposal  is  enabling 
legislation  and  would  have  no  fiscal  impact 
unless  the  governing  body  would  request  the 
voters  of  their  city  approve  the  imposition  of  a 
sales  tax. 

http://www.moga.mo. 

gov/Oversight/OVERll 
/fishtm/1973- 
01N.ORG.htm 

http://house.mo.gov/bi 
lltracking/billslll/biltxt 
/intro/HB0843l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
lll/bilsum/intro/sHBS 
43l.htm 

2011 

HB  853 

Nance 

No 

This  bill  authorizes  the  City  of  Excelsior  Springs  to  impose, 
upon  voter  approval,  a  retail  sales  tax  of  up  to  1%  for  the 
purpose  of  funding  the  construction,  maintenance,  operation, 
and  equipping  of  a  community  center  and  for  retiring  any 
bonds  issued  for  that  purpose. 

$0 

Oversight  assumes  this  proposal  is  discretionary 
and  would  have  no  local  fiscal  impact  without 
action  by  the  governing  body. 

http://www.moga.mo. 

gov/Oversight/OVERll 
/fishtm/0782- 
03N.ORG. htm 

http://house.mo.gov/bi 
lltracking/billslll/biltxt 
/intro/HB0853l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
lll/bilsum/intro/sHBS 
53l.htm 

2011 

HB907 

Webber 

No 

This  bill  authorizes  the  school  board  of  the  Columbia  School 
District  to  impose,  upon  voter  approval,  an  additional  annual 
real  property  tax  not  to  exceed  1 0  cents  per  $1 00  of 
assessed  valuation  for  the  sole  purpose  of  funding  early 
childhood  education  oroqrams. 

$0 

Oversight  assumes  this  proposal  is  permissive 
and,  by  itself,  would  have  no  state  or  local  fiscal 
impact. 

http://www.moga.mo. 

gov/Oversight/OVERll 
/fishtm/2010- 
02N.ORG. htm 

http://house.mo.gov/bi 
lltracking/billslll/biltxt 
/intro/HB0907l.htm 

http://house.mo.gOv/c 
ontent.aspx?info=/bills 
lll/bilsum/intro/sHB9 
07l.htm 

2011 

SB  174 

Dempsey 

No 

This  amendment  authorizes  cities,  towns,  and  villages 
located  in  any  county  of  the  state  to  seek  voter  approval  for 
the  imposition  of  a  fee  on  residential  property  to  fund  the 
repair  or  replacement  of  water  lines  on  that  property.  Butler 
County  and  Buchanan  County  may  also  seek  voter  approval 
for  the  imposition  of  a  sales  tax  for  economic  development 
Durooses. 

$0 

The  fee  must  receive  voter  approval  before  it 
could  be  implemented;  therefore.  Oversight 
assumes  this  proposal  is  permissive  and  by 
itself,  would  have  no  state  or  local  fiscal  impact. 

http://www.moga.mo. 

http://www.senate.mo. 

http://www.senate.mo. 

gov/Oversight/OVERll 

/fichtm  /ni  fTJ 

/Tisnim/uiuz- 
07N.ORG. htm 

gov/llinfo/pdf- 

hill /hrc/QRI  7/1  nHf 

Di  1 1/  ncs/  jDI  /  'f.pOT 

gov/llinfo/BTS  Web/B 
ill  .aspx?SessionTvpe=R 
&BilllD=4093407 

2011 

SB  223 

Mayer 

No 

This  act  authorizes  public  library  districts,  located  at  least 
partially  within  Butler,  Ripley,  Wayne,  Stoddard,  New 
Madrid,  Dunklin,  or  Pemiscot  County,  to  seek  voter  approval 
for  a  sales  tax  of  not  more  than  one  half  of  one  cent  to  fund 
the  operation  and  maintenance  of  libraries  within  the 
boundaries  of  such  librarv  district. 

$0 

Oversight  assumes  this  proposal  is  discretionary 
and  there  would  be  no  local  government  fiscal 
impact  without  action  by  the  governing  body  of  a 
library  district. 

http://www.moqa.mo.qo 

http://www.senate.mo. q 

http://www.senate.mo.q 

v/Oversiqht/OVERII/fis 

ov/1 1  info/pdf- 

ov/1 1  info/BTS  Web/Su 

htm/0509-02N.ORG.htm 

bill/intro/SB223.pdf 

mmarv.aspx?SessionTy 

pe=R&SummarvlD=401 
3862&BilllD=41 24272 

2011 

SB  226 

Engler 

Yes 

This  act  allows  for  the  organization  of  ambulance  districts 
which  may  impose  a  sales  tax  not  to  exceed  one-half  of  one 
percent. 

$0 

Oversight  assumes  this  proposal  as  written  is 
enabling  legislation  and  would  require  action  by 
the  entity's  governing  body  before  fiscal  impact 
would  be  realized.  Oversight  will  indicate  no 
state  or  local  fiscal  impact  for  fiscal  note 
Durooses. 

httD://www.moqa.mo.qo 

httD://www.senate.mo.q 

httD://www. senate. mo. q 

v/Oversiqht/OVERII/fis 
htm/1 363-05T.ORG.htm 

ov/1 1  info/odf- 
bill/tat/SB226.pdf 

ov/1 1  info/BTS  Web/Su 
mmarv.aspx?SessionTv 

pe=R&SummarvlD=451 
7927&BilllD=4126432 
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2011 

SB  309 

Kehoe 

No 

This  act  allows  for  the  organization  of  ambulance  districts 
which  may  impose  either  a  property  tax  not  to  exceed  thirty 
cents  on  the  one  hundred  dollars  of  assessed  valuation  or  a 
sales  tax  not  to  exceed  one-half  of  one  percent.  Under 
current  law,  ambulance  and  fire  protection  districts  located 
in  any  county  in  this  state,  except  Greene,  Platte,  Clay,  St. 
Louis  and  St.  Charles  counties,  are  authorized  to  seek  voter 
approval  for  a  sales  tax  of  up  to  one-half  of  one  percent  to 
fund  the  operation  of  such  districts,  provided  such  sales  tax 
is  accompanied  by  a  reduction  in  the  district's  property  tax 
rate.  This  act  would  allow  ambulance  and  fire  protection 
districts  located  within  St.  Louis  County  to  seek  voter 
approval  to  impose  the  sales  tax,  provided  such  tax  is 
accompanied  by  a  reduction  in  the  districts  property  tax  rate. 
This  act  contains  provisions  that  are  identical  to  Senate  Bill 
826  (2010). 

No  fiscal  note  available  online 

No  fiscal  note  available 
online 

http;//www. senate. mo. 0 
ov/1 1  info/odf- 
bill/intro/SB309.pdf 

http;//www. senate. mo. 0 
ov/1 1  info/BTS  Web/Su 
mmarv.aspx?SessionTv 
pe=R&SummarylD=406 
0328&BilllD=41 70068 

2011 

SB  364 

Pearce 

No 

This  act  authorizes  parks,  trails  and  greenways  districts  to 
seek  voter  approval  for  a  one-tenth  of  one  cent  sales  tax  in 
participating  counties  to  fund  the  district. 

$0 

Oversight  assumes  this  proposal  is  enabling 
legislation  and  would  have  no  fiscal  impact 
unless  the  governing  body  would  request  the 
voters  in  participating  counties  to  approve  a  one- 
tenth  of  one  cent  sales  tax. 

http://www.moRa.mo. 

http://www.senate.mo. 

http://www.senate.mo. 

gov/OversiRht/OVERll 
/TisnLm/ioiD- 
01N.ORG.htm 

gov/1  linfo/pdf- 

DMI/inLrO/bD:5D4.  POT 

gov/llinfo/BTS  Web/B 
ill.aspx?SessionTvpe=R 
&BilllD=4200896 

2010 

HB  1316 

Deeken 

Yes 

This  bill  changes  the  laws  regarding  the  collection  of 
property  taxes  and  the  assessment  of  property  including 
authorizing  the  establishment  of  the  Kansas  City  Zoological 
District.  The  voters  of  the  counties  of  Cass,  Clay,  Jackson, 
and  Platte  may  choose  to  have  their  county  be  a  part  of  the 
district. 

$0 

Oversight  assumes  this  proposal  as  written  is 
enabling  legislation  and  would  require  action  by 
the  county's  governing  body  before  fiscal  impact 
would  be  realized.  Oversight  assumes  no  state 
or  local  fiscal  impact. 

http;//www.moqa.mo.go 

http;//www.house.mo.qo 

http;//www.house.mo.qo 

v/Oversiqht/OVERI  0/fis 

v/billtrackinq/billslOI/bil 

v/content.aspx?info=/bill 

htm/3545-05T.ORG.htm 

txt/truly/HBI  31 6T.htm 

s101/bilsum/trulv/sHB13 

16T.htm 

2010 

HB  1442 

Jones 

Yes 

This  act  authorizes,  upon  voter  approval,  a  variety  of 
transient  guest  taxes,  property  taxes,  and  sales  taxes. 

$0 

Oversight  assumes  this  proposal  as  written  is 
enabling  legislation  and  would  require  action  by 
the  city's  governing  body  before  fiscal  impact 
would  be  realized.  Oversight  assumes  no  state 
or  local  fiscal  impact. 

http;//www.moqa.mo.qo 

http;//www.  house. mo. qo 

http;//www. house. mo. qo 

v/Oversioht/OVERI  0/fis 

v/billtrackina/billslOI/bil 

v/content.aspx?info=/bill 

htm/3380-07T.ORG.htm 

txt/truly/HBI  442T.htm 

s101/bilsum/trulv/sHB14 
42T.htm 

2010 

SB  578 

Shields 

Yes 

The  Port  Improvement  District  Act  includes,  upon  voter 
approval,  the  port  authority  may  levy  sales  and  use  taxes 
within  the  district. 

Oversight  assumes  the  proposal  is  permissive  in 
nature  and  allows  Port  Authorities  to  pursue  an 
increase  in  sales  tax  and/or  property  tax  to  fund 
projects.  Approval  must  be  given  by  the  voters 
in  the  district.  Therefore;  Oversight  will  not 
reflect  a  direct  fiscal  impact  as  a  result  of  this 
oroDosal. 

http;//www.moga.mo.qo 
v/Oversiqht/OVERI  0/fis 

http;//www.senate.mo.q 
ov/IOinfo/pdf- 

http;//www. senate. mo. q 
ov/IOinfo/BTS  Web/Bill 

htm/31 68-04T.ORG.htm 

bill/tat/SB578.pdf 

.aspx?SessionTvpe=R& 
BilllD=31 57521 

2010 

SB  580 

Greisheimer 

No 

This  act  modifies  various  provisions  relating  to  political 
subdivisions  including  allowing  transient  room  taxes  upon 
voter  approval  for  several  local  entities. 

$0 

Oversight  assumes  this  proposal  increases  the 
maximum  tax  from  5%  to  7%  that  the  City  of 
Jefferson  could  charge  guest  of  hotels  and 
motels  and  other  business  that  offer  sleeping 
rooms.  Oversight  assumes  the  increase  could 
not  be  taxed  without  voter  approval;  therefore. 
Oversight  assumes  this  proposal  to  be 
permissive,  and  would  have  no  state  or  local 
fiscal  imoact. 

http;//www.moqa.mo.qo 

http;//www.senate.mo.q 

http;//www.senate.mo.g 

v/Oversiqht/OVERI  0/fis 

ov/IOinfo/pdf- 

ov/IOinfo/BTS  Web/Bill 

htm/3635-07N.ORG.htm 

bill/hcs/SB580.pdf 

.aspx?SessionTvpe=R& 

BilllD=31 57579 

2010 

SB  605 

Mayer 

No 

Allow  transient  guest  taxes,  upon  voter  approval  in  Sugar 
Creek  and  Waynesville  along  with  other  local  government 
changes. 

$0 

Oversight  assumes  this  proposal  would  have  no 
fiscal  impact  to  the  state  or  to  local 
governments. 

http;//www.moqa.mo.go 

http;//www.senate.mo.q 

http;//www.senate.mo.q 

v/Oversiqht/OVERI  0/fis 

ov/IOinfo/pdf- 

ov/IOinfo/BTS  Web/Bill 

htm/31 87-1 2N.ORG. htm 

bill/hcs/SB605.pdf 

.aspx?SessionTvpe=R& 

BilllD=31 57548 

2010 

SB  644 

Shields 

Yes 

This  act  authorizes,  upon  voter  approval,  a  variety  of 
transient  guest  taxes,  property  taxes,  and  sales  taxes. 

$0 

Since  any  fiscal  impact  related  to  these 
provisions  would  depend  on  future  action  by 
local  government  and  voter  approval.  Oversight 
will  not  indicate  any  impact  for  fiscal  note 
purposes. 

htto;//www.moqa.mo.ao 

http;//www. senate. mo. 0 

http;//www.senate.mo.o 

v/Oversiqht/OVERI  0/fis 
htm/3322-04T.ORG.htm 

ov/IOinfo/odf- 
bill/taVSB644.pdf 

ov/IOinfo/BTS  Web/Bill 
.asox?SessionTvpe=R& 

BilllD=3157519 
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Bill 
Number 

Sponsor 

TAFP? 

Purpose 

Fiscal 
note  cost 

Comment  on  fiscal  note  on  local  elections 

Fiscal  note  link 

Bill  text  link 

Bill  summary  link 

2010 

SB  668 

Justus 

No 

This  act  authorizes  the  City  of  Grandview  to  levy  a  transient 
guest  tax  on  charges  for  sleeping  rooms  paid  by  guests  of 
hotels  and  motels  for  the  purpose  of  promoting  tourism.  The 
proposed  tax  must  be  submitted  to  the  voters  and  shall  not 
be  greater  than  five  percent  per  occupied  room  per  night. 
This  act  is  identical  to  the  introduced  version  of  Senate  Bill 
165  (2009)  and  the  Senate  Committee  Substitute  for  Senate 
Bill  1089  (2008). 

$0 

Oversight  assumes  the  tax  could  not  be 
implemented  without  voter  approval.  Therefore, 
Oversight  assumes  this  proposal  to  be 
permissive  and  there  would  be  no  state  or  local 
fiscal  impact. 

http://www.moaa.mo.oo 

http://www. senate. mo. 0 

http://www.senate.mo. a 

v/Oversioht/OVERI  0/fis 
htm/3084-01  P.ORG.htm 

ov/IOinfo/odf- 
bill/Rerf/SB668.pdf 

ov/IOinfo/BTS  Web/Bill 
.asox?SessionTvoe=R& 

BilllD=31 57540 

2010 

SB  669 

Justus 

No 

This  proposal  allows  the  City  of  Grandview  to  seek  voter 
approval  for  a  sales  tax  to  fund  public  safety  improvements. 

$0 

Oversight  has  no  way  to  determine  if  any  city 
would  receive  voter  approval  to  impose  a  public 
safety  sales  tax;  therefore,  for  the  purposes  of 
this  fiscal  note  fiscal  impact  will  be  shown  as 
zero. 

http://www.moga.mo.go 

http://www.senate.mo. a 

http://www.senate.mo.a 

v/Oversight/OVERI  0/fis 

ov/IOinfo/pdf- 

ov/IOinfo/BTS  Web/Bill 

htm/3085-01  P.ORG.htm 

bill/Rerf/SB669.pdf 

.asBx?SessionTvoe=R& 

BilllD=31 57541 

2010 

SB  691 

Wilson 

No 

This  act,  upon  voter  approval,  increases  the  fee  collected  by 
each  recorder  of  deeds  to  fund  the  county  homeless  person 
assistance  program  from  $3  to  $10  if  such  a  program  has 
been  created  by  the  governing  body  of  such  charter  county. 
This  act  is  identical  to  SB  897  (2008)  and  SB  80  (2009). 

$0 

Oversight  assumes  the  fee  increases  provided 
for  in  this  proposal  would  require  voter  approval. 
Therefore,  Oversight  will  show  the  fiscal  impact 
as  $0  or  the  amount  estimated  by  St.  Louis 
County. 

http://www.moqa.mo.go 

http://www.senate.mo. a 

http://www.senate.mo. a 

v/Oversiqht/OVERI  0/fis 

ov/IOinfo/pdf- 

ov/IOinfo/BTS  Web/Bill 

htm/3059-01  N.ORG.htm 

bill/intro/SB691  .pdf 

.aspx?SessionTvpe=R& 

BilllD=31 57574 

2010 

SB  713 

Mayer 

No 

This  act  authorizes  any  public  library  district,  except  for 
library  districts  located  within  Adair,  Audrain,  Clark,  Clay, 
Knox,  Lewis,  Marion,  Monroe,  Pike,  Putnam,  Ralls, 
Schuyler,  Scotland,  or  Shelby  Counties,  to  seek  voter 
approval  for  a  sales  tax  of  not  more  than  one  half  of  one 
cent  to  fund  the  operation  and  maintenance  of  libraries 
within  the  boundaries  of  such  library  district. 

$0 

Oversight  assumes  this  proposal  is  discretionary 
and  there  would  be  no  local  government  fiscal 
impact  without  action  by  the  governing  body  of  a 
library  district 

http://www.moaa.mo.ao 

http://www. senate. mo. 0 

http://www. senate. mo. 0 

v/Oversioht/OVERI  0/fis 
htm/3074-01  N.ORG.htm 

ov/IOinfo/pdf- 
bill/intro/SB71 3.pdf 

ov/IOinfo/BTS  Web/Su 
mmary.aspx?SessionTy 

Be=R&SummarvlD=346 
2991  &BilllD=31 58025 

2010 

SB  743 

Shoemyer 

No 

This  act  allows  the  governing  body  of  a  city,  town,  village  or 
county  to  submit  a  proposal  to  the  voters  of  such  city,  town 
village  or  county  allowing  the  municipality  to  impose  a 
property  tax  to  fund  cemetery  maintenance.  The  tax 
authorized  under  this  act  shall  not  exceed  one  fourth  of  one 
cent  per  one  hundred  dollars  assessed  valuation  and  shall 
not  become  effective  until  approved  by  the  voters  of  the  city, 
town  village  or  county.  This  act  is  similar  to  Senate  Bill  168 
(2009)  and  the  perfected  version  of  Senate  Bill  822  (2008). 

$0 

Oversight  assumes  this  proposal  is  discretionary 
and  there  would  be  no  local  government  fiscal 
impact  without  action  by  a  local  governing  body 

http://www.moaa.mo.ao 

http://www. senate. mo. 0 

http://www. senate. mo. 0 

v/0versiaht/0VER1 0/fis 

ov/IOinfo/pdf- 

ov/IOinfo/BTS  Web/Bill 

htm/3292-01  N.ORG.htm 

bill/intro/SB743.pdf 

.asBx?SessionTvoe=R& 

BilllD=31 64366 

2010 

SB  826 

Greisheimer 

No 

Includes  a  number  of  provisions  including  provisions  that 
would  allow  ambulance  and  fire  protection  districts  with 
assessed  valuations  which  are  less  than  $2.5  billion  located 
within  St.  Louis  County  to  seek  voter  approval  to  impose  the 
sales  tax,  provided  such  tax  is  accompanied  by  a  reduction 
in  the  districts  property  tax  rate.  Certain  provisions  of  this 
act  are  similar  to  HB  1739  (2010)  and  SCS/SB  881  (2010). 

$0 

Officials  from  St.  Louis  County  assumed  a 
previous  version  of  this  proposal  would  have  no 
fiscal  impact  on  their  organization. 

http://www.moaa.mo.ao 

http://www.senate.mo. a 

http://www.senate.mo. a 

v/0versiaht/0VER1 0/fis 

ov/IOinfo/pdf- 

ov/IOinfo/BTS  Web/Su 

htm/4650-04P.ORG.htm 

bill/perf/SB826.pdf 

mmary.aspx?SessionTy 

pe=R&SummarvlD=359 
9841&BilllD=3202147 

2010 

SB  827 

Schaefer 

No 

This  act  authorizes  counties  to  seek  voter  approval  for  the 
extension  of  certain  taxes  which,  by  law,  are  set  to  terminate 
after  a  term  of  years  and  provides  ballot  language  for  the 
submission  of  such  question  to  voters.  This  act  is  identical 
to  Senate  Bill  257  (2009). 

$0 

The  proposed  legislation  appears  to  have  no 
fiscal  impact.  This  legislation  is  not  federally 
mandated,  would  not  duplicate  any  other 
program  and  would  not  require  additional  capital 
improvements  or  rental  space. 

http://www.moaa.mo.ao 
v/0versiaht/0VER1 0/fis 

http://www.senate.mo. a 
ov/IOinfo/pdf- 

http://www.senate.mo. a 
ov/IOinfo/BTS  Web/Bill 

htm/4707-01  N.ORG.htm 

bill/intro/SB827.pdf 

.aspx?SessionTvpe=R& 

BilllD=3204875 

2010 

SB  862 

Callahan 

No 

This  act  authorizes  the  City  of  Sugar  Creek,  City  of  North 
Kansas  City,  and  the  City  of  Van  Buren,  upon  voter 
approval,  to  impose  a  transient  guest  tax 

$0 

Oversight  assumes  the  tax  could  not  be 
implemented  without  voter  approval.  Therefore, 
Oversight  assumes  this  proposal  to  be 
permissive  and  will  not  reflect  a  direct  fiscal 
impact  as  a  result  of  this  proposal. 

http://www.moaa.mo.ao 

http://www.senate.mo.a 

http://www.senate.mo. 

v/Oversioht/OVERI  0/fis 
htm/4692-02P.ORG.htm 

ov/IOinfo/pdf- 
bill/oerf/SB862.pdf 

Rov/lOinfo/BTS  Web/B 
ill.aspx?SessionTvpe=R 
&BilllD=3213553 

2010 

SB  863 

Callahan 

No 

This  act  authorizes  the  City  of  Raytown,  City  of  North 
Kansas  City,  and  the  City  of  Van  Buren,  upon  voter 
approval,  to  impose  a  transient  guest  tax 

$0 

Oversight  assumes  the  tax  could  not  be 
implemented  without  voter  approval.  Therefore, 
Oversight  assumes  this  proposal  to  be 
permissive  and  there  would  be  no  state  or  local 
fiscal  impact. 

http://www.moaa.mo.ao 

http://www.senate.mo. a 

http://www.senate.mo.a 

v/Oversioht/OVERI  0/fis 
htm/4605-03P.ORG.htm 

ov/IOinfo/odf- 
bill/oerf/SB863.pdf 

ov/IOinfo/BTS  Web/Bill 
.asBx?SessionTvpe=R& 

BilllD=3213554 
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Fiscal  note  link 
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2010 

SB  898 

Pearce 

No 

This  act  authorizes  the  governing  body  of  the  City  of 
Peculiar  to  seek  voter  approval  for  the  imposition  of  a  sales 
tax  to  fund  public  safety  improvements. 

$0 

The  tax  must  receive  voter  approval  before  it 
could  be  implemented;  therefore.  Oversight 
assumes  this  proposal  is  permissive  and,  by 
itself,  would  have  no  state  or  local  fiscal  impact. 

httD;//www.moaa.mo.ao 

httD;//www. senate. mo. q 

httD;//www. senate. mo. q 

v/Oversioht/OVERI  0/fis 
htm/4893-01  N.ORG.htm 

ov/IOinfo/odf- 
bill/intro/SB898.odf 

ov/IOinfo/BTS  Web/Bill 
.aspx?SessionTvpe=R& 

BilllD=3247175 

2010 

SB  915 

Barnitz 

No 

Authorizes  the  governing  body  of  Montgomery  County  to 
seek  voter  approval  for  the  imposition  of  a  transient  guest 
tax  and  raises  the  limit  for  Jefferson  City  upon  voter 
approval.  This  act  contains  provisions  which  are  identical  to 
Senate  Bill  276  (2009). 

$0 

Oversight  assumes  the  increase  could  not  be 
taxed  without  voter  approval;  therefore. 
Oversight  assumes  this  proposal  to  be 
permissive  and  would  have  no  state  or  local 
fiscal  impact. 

http;//www.moga.mo.go 

http;//www. senate. mo. q 

http;//www. senate. mo. q 

v/Oversight/OVERI  0/fis 

ov/IOinfo/pdf- 

ov/IOinfo/BTS  Web/Bill 

htm/4471 -02P.ORG. htm 

bill/perf/SB915.odf 

.aspx?SessionTvpe=R& 

BilllD=3271106 

2010 

SB  916 

Barnitz 

No 

This  act  authorizes  the  City  of  Waynesville,  upon  voter 
approval,  to  impose  a  transient  guest  tax.  This  act  is  similar 
to  Senate  Bill  387  (2009),  House  Bill  28  (2009),  and  House 
Bill  1967  (2008). 

$0 

Oversight  assumes  this  proposal  is  permissive 
and  that  the  fiscal  impact  would  not  be  realized 
without  action  by  the  governing  body  and  voter 
approval.  Oversight  will  show  the  fiscal  impact 
as  zero. 

httD;//www.moaa.mo.ao 

httD;//www. senate. mo. q 

httD;//www. senate. mo. q 

v/Oversiaht/OVERI  0/fis 
htm/3600-01  N.ORG.htm 

ov/IOinfo/odf- 
bill/intro/SB91 6.pdf 

ov/IOinfo/BTS  Web/Bill 
.aspx?SessionTvpe=R& 

BilllD=3271107 

2010 

SB  981 

Callahan 

Yes 

This  act  allows  the  governing  body  of  Kansas  City  to  seek 
voter  approval  to  impose  a  one-eighth,  one-fourth,  one-half, 
or  three-fourths  percent  sales  tax  to  provide  revenues  for 
public  safety  activities 

$0 

Oversight  assumes  this  proposal  is  enabling 
legislation  and  would  have  no  fiscal  impact 
unless  the  governing  body  would  request  the 
voters  of  their  city  approve  the  imposition  of  a 
sales  tax. 

http;//www.moqa.mo.qo 

http;//www. senate. mo. q 

http;//www.senate.mo.q 

v/Oversiqht/OVERI  0/fis 

ov/IOinfo/pdf- 

ov/IOinfo/BTS  Web/Bill 

htm/51 91 -01  T.ORG.htm 

bill/tat/SB981.pdf 

.aspx?SessionTvpe=R& 

BilllD=3358378 

2009 

HB28 

Day 

No 

Authorizes  the  City  of  Waynesville  to  impose,  upon  voter 
approval,  a  transient  guest  tax  for  a  multipurpose 
conference  and  convention  center 

$0 

Oversight  assumes  this  proposal,  as  written, 
does  not  mandate  that  the  City  of  Waynesville 
impose  a  transient  guest  tax  for  the  purpose  of 
funding  the  construction  of  and  the  maintenance 
of  a  multipurpose  conference  and  convention 
center.  Oversight  assumes  this  proposal  is 
permissive  and  that  the  fiscal  impact  would  not 
be  realized  without  action  by  the  governing  body 
and  voter  approval.  Oversight  will  show  fiscal 
impact  as  zero. 

httD;//www.moqa.mo.ao 
v/Oversiqht/OVER09/fis 

httD;//www.house.mo.oo 
v/billtrackina/bills091/bil 

httD;//house.mo.qov/con 
tent.asox?info=/bills091/ 

htm/01 99-01  N.ORG.htm 

txt/intro/HB0028l.htm 

bilsum/intro/sHB28l.htm 

2009 

HB376 

Hobbs 

No 

Senate  substitute  is  omnibus  bill  with  a  long  list  of  transient 
guest  taxes,  property  taxes,  and  sales  taxes  that  are  subject 
to  voter  approval  for  a  variety  of  purposes. 

$0 

Oversight,  because  this  proposal  is  permissive, 
will  show  fiscal  impact  to  local  governments  to 
be  zero 

http;//www.moqa.mo.qo 
v/Oversiqht/OVER09/fis 

http://www.house.mo.qo 
v/billtrackinq/bills091/bil 

http;//www.senate.mo.q 
ov/09info/BTS  Web/Su 

htm/11 84-05N.ORG.htm 

txt/senate/1184S.05F.ht 

mmary.aspx?SessionTy 

m 

pe=R&BilllD=1192378& 
SummarvlD=2343726 

2009 

HB572 

Corcoran 

No 

Authorizes  cities  with  at  least  5,000  inhabitants  to  levy 
property  taxes  for  certain  municipal  purposes 

$0 

The  proposed  legislation  appears  to  have  no 
fiscal  impact. 

httD;//www.moqa.mo.ao 

httD;//www. house. mo. qo 

httD;//house.mo.qov/con 

v/Oversiaht/OVER09/fis 

v/billtrackina/bills091/bil 

tent.asox?info=/bills091/ 

htm/1 631 -01  N.ORG.htm 

txt/intro/HB0572l.htm 

bilsum/intro/sHB572l.ht 

m 

2009 

SB  164 

Justus 

No 

This  act  authorizes  the  City  of  Grandview  to  seek  voter 
approval  to  levy  a  sales  tax  of  up  to  one-half  percent  to  fund 
public  safety  improvements  for  the  city. 

$0 

Oversight  assumes  this  proposal  is  enabling 
legislation  and  would  have  no  fiscal  impact 
unless  the  governing  body  would  request  the 
voters  of  their  city  approve  the  imposition  of  a 
sales  tax. 

http;//www.moqa.mo.qo 

http;//www. senate. mo. q 

http;//www.senate.mo.q 

v/Oversiqht/OVER09/fis 

ov/09info/pdf- 

ov/09info/BTS  Web/Su 

htm/1 026-01  N.ORG.htm 

bill/intro/SBI  64.pdf 

mmarv.aspx?SessionTv 

pe=R&SummarvlD=61 8 
750&BilllD=533847 

2009 

SB  165 

Justus 

No 

House  committee  substitute  is  omnibus  bill  with  a  long  list  of 
transient  guest  taxes  and  sales  taxes  that  are  subject  to 
voter  approval  for  a  variety  of  purposes.  Sales  taxes  are 
provided  for  St.  Ann,  Peculiar,  cities  in  Jefferson  County, 
Grandview,  and  Ripley  county.  Transient  guest  taxes  for 
Waynesville,  Montgomery  county,  Ashland,  Centralia, 
Excelsior  Springs,  Sugar  Creek  and  others. 

$0 

No  general  comment  in  fiscal  note  about  any  of 
the  elections. 

httD;//www.moqa.mo.ao 

httD;//www. senate. mo. q 

httD;//www. senate. mo. q 

v/Oversiqht/OVER09/fis 
htm/0920-03N.ORG.htm 

ov/09info/Ddf- 
bill/hcs/SB165.Ddf 

ov/09info/BTS  Web/Bill 
.aspx?SessionTvpe=R& 

BilllD=533848 

2009 

SB  168 

Shoemyer 

No 

This  act  allows  the  governing  body  of  a  city,  town,  village  or 
county  to  submit  a  proposal  to  the  voters  of  such  city,  town 
village  or  county  allowing  the  municipality  to  impose  a 
property  tax  to  fund  cemetery  maintenance. 

$0 

Oversight,  because  this  proposal  is  permissive, 
will  show  fiscal  impact  to  local  governments  to 
be  zero. 

httD;//www.moqa.mo.ao 

httD;//www. senate. mo. q 

httD;//www. senate. mo. q 

v/Oversiaht/OVER09/fis 

ov/09info/Ddf- 

ov/09info/BTS  Web/Su 

htm/0750-01  N.ORG.htm 

bill/intro/SB168.odf 

mmarv.asox?SessionTv 

Re=R&SummarvlD=61 8 
974&BilllD=533849 
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LEGISLATION  WITH  LOCAL  ELECTIONS  -  2007  to  2012 

Session 
Year 

Bill 
Number 

Sponsor 

TAFP? 

Purpose 

Fiscal 
note  cost 

Comment  on  fiscal  note  on  local  elections 

Fiscal  note  link 

Bill  text  link 

Bill  summary  link 

2009 

SB  187 

Vogel 

No 

increases  the  maximunn  levy  from  five  percent  to  seven 
percent  for  any  county,  city  which  is  the  county  seat  of  any 
county,  and  various  other  cities  to  impose  a  tax  on  charges 
for  sleeping  rooms  paid  by  guests  of  hotels  and  motels  - 
effective  only  upon  voter  approval. 

$0 

Oversight  assumes  the  increase  could  not  be 
taxed  without  voter  approval,  therefore. 
Oversight  assumes  this  proposal  to  be 
permissive,  and  would  have  no  state  or  local 
fiscal  impact. 

httoV/www.moaa.mo.oo 

httD://www.senate.mo.o 

v/Oversiaht/OVER09/fis 
htm/0600-01  N.ORG.htm 

ov/09info/BTS  Web/Su 
mmarv.aspx?SessionTv 

pe=R&SummarvlD=637 
664&BilllD=552515 

2009 

SB  248 

Schaefer 

No 

This  act  authorizes  the  City  of  Ashland  to  seek  voter 
approval  for  the  imposition  of  a  transient  guest  tax  of  not 
less  than  two  percent  nor  more  than  five  percent  per 
occupies  room  per  night. 

$0 

Oversight  assumes  this  proposal  allows  the  city 
of  Ashland  to  impose  a  transient  guest  tax  of  up 
to  five  percent  and  could  not  be  implemented 
without  voter  approval.  Therefore,  Oversight 
assumes  this  proposal  to  be  permissive  and 
would  have  no  state  or  local  fiscal  impact. 

http://www.moga.mo.go 
v/Oversiqht/OVER09/fis 

http://www.senate.mo.q 
ov/09info/pdf- 

http://www. senate. mo. q 
ov/09info/BTS  Web/Su 

htm/1339-01  N.ORG.htm 

bili/intro/SB248.pdf 

mmarv.aspx?SessionTv 

pe=R&SummarvlD=71 5 
529&BilllD=625459 

2009 

SB  257 

Schaefer 

No 

This  act  authorizes  counties  to  seek  voter  approval  for  the 
extension  of  certain  taxes  which,  by  law,  are  set  to  terminate 
after  a  term  of  years  and  provides  ballot  language  for  the 
submission  of  such  question  to  voters 

$0 

The  proposed  legislation  appears  to  have  no 
fiscal  impact. 

http://www.moga.mo.qo 
v/Oversight/OVER09/fis 

http://www.senate.mo.q 
ov/09info/pdf- 

http://www. senate. mo. q 
ov/09info/BTS  Web/Bill 

htm/1 341 -01  N.ORG.htm 

bill/intro/SB257.pdf 

.aspx?SessionType=R& 

BilllD=629757 

2009 

SB  266 

Mayer 

No 

This  act  authorizes  public  library  districts  to  seel<  voter 
approval  for  a  sales  tax  of  not  more  than  one  half  of  one 
cent  to  fund  the  operation,  and  maintenance  of  libraries 
within  the  boundaries  of  such  library  district. 

$0 

Oversight  assumes  this  proposal  is  discretionary 
and  would  have  no  fiscal  impact  without  action 
by  the  governing  body. 

httD://www.mooa.mo.qo 

httD://www. senate. mo. q 

httD://www.senate.mo.q 

v/Oversioht/OVER09/fis 

ov/09info/pdf- 

ov/09info/BTS  Web/Bill 

htm/0560-03P.ORG.htm 

bill/oerf/SB266.pdf 

.asRx?SessionTvpe=R& 

BilllD=636640 

2009 

SB  276 

Barnitz 

No 

This  act  authorizes  the  governing  body  of  Montgomery 
County  to  seek  voter  approval  for  the  imposition  of  a 
transient  guest  tax. 

$0 

Oversight  assumes  this  proposal  to  be 
permissive  and  would  have  no  state  or  local 
fiscal  impact. 

http://www.moqa.mo.qo 

http://www. senate. mo. q 

http://www.senate.mo.q 

v/Oversiqht/OVER09/fis 

ov/09info/pdf- 

ov/09info/BTS  Web/Bill 

htm/1 538-01  P.ORG.htm 

bill/perf/SB276.pdf 

.aspx?SessionType=R& 

BilllD=682669 

2009 

SB  386 

Lager 

No 

This  act  allows  real  property  owners  in  Caldwell,  Clinton, 
Daviess,  and  DeKalb  counties  to  seel<  voter  approval  for  the 
creation  of  exhibition  center  and  recreational  facility  districts. 

$0 

In  introduced  version  of  bill.  Oversight  assumes 
this  proposal  is  permissive  and  would  require 
voter  approval  before  any  fiscal  impact  would  be 
realized  by  the  state  or  the  new  district.  In  HCS 
version  of  bill  no  general  statement  on  election 
cost  is  made  because  it  has  become  an 
omnibus  bill. 

http://www.moqa.mo.qo 

http://www.senate.mo.q 

http://www.senate.mo.q 

v/Oversiqht/OVER09/fis 
htm/1 531 -01  N.ORG.htm 

ov/09info/Ddf- 
bill/intro/SB386.pdf 

ov/09info/BTS  Web/Su 
mmarv.aspx?SessionTv 

Re=R&SummarvlD=928 
035&BilllD=842318 

2009 

SB  387 

Barnitz 

No 

This  act  authorizes  the  City  of  Waynesville,  upon  voter 
approval,  to  impose  a  transient  guest  tax  of  up  to  three 
percent  per  occupied  hotel  and  motel  room  per  night. 

$0 

Oversight  assumes  this  proposal,  as  written, 
does  not  mandate  that  the  City  of  Waynesville 
impose  a  transient  guest  tax  for  the  purpose  of 
funding  the  construction  of  and  the  maintenance 
of  a  multipurpose  conference  and  convention 
center.  Oversight  assumes  this  proposal  is 
permissive  and  that  the  fiscal  impact  would  not 
be  realized  without  action  by  the  governing  body 
and  voter  approval.  Oversight  will  show  the 
fiscal  impact  as  zero. 

httD://www.mooa.mo.qo 

http://www.senate.mo.q 

http://www. senate. mo. q 

v/Oversiqht/OVER09/fis 
htm/0820-01  P.ORG.htm 

ov/09info/Ddf- 
bill/Rerf/SB387.pdf 

ov/09info/BTS  Web/Bill 
.asRx?SessionTvpe=R& 

BilllD=842319 

2009 

SB  447 

Pearce 

No 

This  act  authorizes  the  governing  body  of  the  City  of 
Peculiar  to  seek  voter  approval  for  the  imposition  of  a  sales 
tax  to  fund  public  safety  improvements. 

$0 

The  tax  must  receive  voter  approval  before  it 
could  be  implemented;  therefore.  Oversight 
assumes  this  proposal  is  permissive  and,  by 
itself,  would  have  no  state  or  local  fiscal  impact. 

http://www.moqa.mo.qo 

http://www.senate.mo.q 

http://www.senate.mo.q 

v/Oversiqht/OVER09/fis 

ov/09info/pdf- 

ov/09info/BTS  Web/Bill 

htm/1 674-01  P.ORG.htm 

bill/perf/SB447.pdf 

.aspx?SessionType=R& 

BilllD=938193 

2009 

SB  494 

Greisheimer 

No 

This  act  would  give  such  counties  the  option  to  seek  voter 
approval  to  impose  the  property  tax  or  a  sales  tax  not  to 
exceed  one-tenth  of  one  percent  to  fund  the  establishment, 
operation,  and  maintenance  of  an  emergency 
communications  system. 

$0 

No  fiscal  note  available  online 

No  fiscal  note  available 
online 

httD://www. senate. mo. q 

ov/09info/cdf- 

bill/intro/SB494.pdf 

httD://www. senate. mo. q 
ov/09info/BTS  Web/Bill 
.asox?SessionTvpe=R& 
BilllD=952595 

2009 

SB  507 

Callahan 

No 

This  act  authorizes  the  City  of  Sugar  Creek,  upon  voter 
approval,  to  impose  a  transient  guest  tax  upon  charges  for 
all  sleeping  rooms  paid  by  guests  of  hotels,  motels,  bed  and 
breakfast  inns  and  campgrounds  for  the  purpose  of 
promoting  tourism.  The  tax  must  be  at  least  two  percent,  but 
may  not  exceed  five  percent  per  occupied  room  per  night. 

$0 

Oversight  assumes  this  proposal  allows  Sugar 
Creek  to  impose  a  transient  guest  tax  of  up  to 
five  percent  and  could  not  be  implemented 
without  voter  approval.  Therefore,  Oversight 
assumes  this  proposal  to  be  permissive  and 
would  have  no  state  or  local  fiscal  impact. 

http://www.moqa.mo.qo 

http://www. senate. mo. q 

http://www. senate. mo. q 

v/Oversiqht/OVER09/fis 

ov/09info/pdf- 

ov/09info/BTS  Web/Bill 

htm/1 671 -01  P.ORG.htm 

bill/perf/SB507.pdf 

.aspx?SessionType=R& 

BilllD=958996 
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LEGISLATION  WITH  LOCAL  ELECTIONS  -  2007  to  2012 

Session 
Year 

Bill 
Number 

Sponsor 

TAFP? 

Purpose 

Fiscal 
note  cost 

Comment  on  fiscal  note  on  local  elections 

Fiscal  note  link 

Bill  text  link 

Bill  summary  link 

2009 

SB  7 

Greisheimer 

No 

Senate  substitute  is  omnibus  biil  with  a  long  list  of  transient 
guest  taxes  property  taxes,  and  sales  taxes  that  are  subject 
to  voter  approval  for  a  variety  of  purposes.  Sales  taxes  are 
provided  for  Ashland,  IVIontgomery  county,  St.  Joseph, 
Buchanan  county,  4  counties  in  NW  Missouri,  and  others. 

$0 

No  fiscal  note  was  produced  for  Senate 
Substitute 

httD://www.moaa.mo.oo 

http;//www.senate.mo.a 

httD://www.senate.mo.q 

v/Oversiaht/OVER09/fis 
htm/01 96-01  N.ORG.htm 

ov/09info/Ddf- 
bill/intro/SB7.odf 

ov/09info/BTS  Web/Bill 
.asDx?SessionTvoe=R& 

BilllD=512683 

2008 

HB  1431 

Hodges 

No 

This  bill  authorizes  the  City  of  Charleston  to  impose,  upon 
voter  approval,  a  transient  guest  tax  of  2%  to  5%  per  room 
per  night  for  the  promotion  of  tourism. 

$0 

Oversight  assumes  this  proposal  is  permissive. 
Fiscal  impact  would  not  be  realized  without 
action  by  the  local  governing  body  and  with 
voter  approval.  Oversight  assumes  this  proposal 
as  written  does  not  require  that  a  transient  guest 
tax  be  imposed,  therefore.  Oversight  will  show 
fiscal  impact  as  $0. 

http;//www.moqa.mo.go 
v/Oversioht/OVER08/fis 
htm/3265-01  N.ORG.htm 

http;//www. house. mo. qo 
v/billtrackinq/bills081/bil 
txt/intro/HBI  4311. htm 

http://www.house.mo.qo 
v/billtrackinq/bills081/bil 
sum/i  ntro/sH  B 1 43 1 1 .  htm 

2008 

HB  1867 

Scavuzzo 

No 

This  bill  authorizes  the  City  of  Harrisonville  to  impose,  upon 
voter  approval,  a  sales  tax  of  up  to  0.5%  for  the  operation  of 
public  safety  departments  including  compensation;  pension 
programs;  health  care;  employment  of  additional  police 
officers;  and  additional  equipment  and  facilities. 

$0 

Oversight  assumes  this  proposal  as  written  is 
discretionary  and  would  have  no  fiscal  impact 
unless  the  governing  body  of  the  city  would  seek 
voter  approval  to  impose  a  sales  tax  for  public 
safety  purposes.  Oversight  has  no  way  to 
determine  if  the  city  were  to  receive  voter 
approval  to  impose  a  public  safety  sales  tax; 
therefore,  for  the  purposes  of  this  fiscal  note 
fiscal  impact  will  be  shown  as  zero. 

http;//www.moqa.mo.qo 

http://www.house.mo.qo 

http://www.  house. mo.go 

v/Oversiqht/OVER08/fis 

v/billtrackinq/bills081/bil 

v/billtrackinq/bills081/bil 

htm/31 73-02N.ORG.htm 

txt/intro/HBI  867l.htm 

sum/intro/sHBI  867l.htm 

2008 

HB  1967 

Day 

No 

This  bill  authorizes  the  City  of  Waynesville  to  impose,  upon 
voter  approval,  a  transient  guest  tax  of  up  to  3%  on  all 
occupied  hotel  and  motel  rooms. 

$0 

Oversight  assumes  this  proposal  is  permissive. 
Fiscal  impact  would  not  be  realized  without 
action  by  the  governing  body  and  with  voter 
approval.  Oversight  will  show  fiscal  impact  as 
zero. 

http;//www.moqa.mo.qo 
v/OversiahVOVER08/fis 

http;//www. house. mo. qo 
v/billtrackina/bills081/bil 

http://www.house.mo.qo 
v/billtrackina/bills081/bil 

htm/41 44-02N.ORG.htm 

txt/intro/HBI  967l.htm 

sum/i  ntro/sHBI  967l.htm 

2008 

HB  2042 

Hughes 

No 

This  act,  upon  voter  approval,  increases  the  fee  collected  by 
each  recorder  of  deeds  to  fund  the  county  homeless  person 
assistance  program  from  $3  to  $10  if  such  a  program  has 
been  created  by  the  governing  body. 

No  fiscal  note  available  online 

No  fiscal  note  available 
online 

http;//www.  house. mo. qo 
v/billtrackinq/bills081/bil 
txt/intro/HB2042l.htm 

http://www.house.mo.qo 
v/billtrackinq/bills081/bil 
sum/i  ntro/sHB2042l. htm 

2008 

HB  2047 

Curls 

Yes 

Certain  counties  are  authorized  to  impose,  upon  voter 
approval,  a  special  road  rock  fund  tax  at  a  rate  not  to 
exceed  25  cents  per  acre  for  property  classified  as 
agricultural  and  horticultural.  The  bill  increases  the  rate  to 
up  to  $1  per  acre. 

$0 

Oversight  assumes  the  provisions  provided  for 
in  Section  231 .444  are  permissive  and  this 
proposal  as  written  does  not  require  that  certain 
third  class  counties  impose  an  increase  in  the 
rate  of  levy  for  road  improvement  purposes.  For 
purposes  of  this  fiscal  note  Oversight  assumes 
no  fiscal  impact  to  local  government.  Fiscal 
impact  will  be  shown  as  $0. 

httD://www.moqa.mo.ao 

httD://www. house. mo. qo 

httD://www. house. mo. qo 

v/Oversioht/OVER08/fis 
htm/4783-02T.ORG.htm 

v/billtrackina/bills081/bil 
txt/trulv/HB2047T.HTM 

v/billtrackina/bills081/bil 
sum/trulv/sHB2047T.ht 

m 

2008 

HB  2115 

Salva 

No 

This  bill  authorizes  the  City  of  Sugar  Creek  to  impose,  upon 
voter  approval,  a  transient  guest  tax  of  up  to  5%  per 
occupied  room  per  night  for  the  promotion  of  tourism. 

$0 

Oversight  assumes  this  proposal  is  permissive. 
Fiscal  impact  would  not  be  realized  without 
action  by  the  local  governing  body  and  with 
voter  approval.  Oversight  assumes  this  proposal 
as  written  does  not  require  that  a  transient  guest 
tax  be  imposed,  therefore.  Oversight  will  show 
fiscal  impact  as  $0. 

httD://www.mooa.mo.ao 

httD://www. house. mo. qo 

httD://www. house. mo. qo 

v/Oversiqht/OVER08/fis 

v/billtrackina/bills081/bil 

v/billtrackina/bills081/bil 

htm/501 4-01  N.ORG.htm 

txt/intro/HB21 15l.htm 

sum/i  ntro/sHB21 15l.htm 

2008 

HB2126 

Holsman 

No 

This  bill  authorizes  the  City  of  Grandview  to  impose,  upon 
voter  approval,  a  transient  guest  tax  of  up  to  5%  on  all 
occupied  hotel  and  motel  rooms  for  the  promotion  of  tourism 
and  to  fund  construction,  maintenance,  and  operation  of 
capital  improvements. 

$0 

Oversight  assumes  this  proposal  increases  the 
tax  to  5%  that  Grandview  could  charge  guest  of 
hotels  and  motels  and  other  business  that  offer 
sleeping  rooms.  Oversight  assumes  the  tax 
could  not  be  implemented  without  voter 
approval.  Therefore,  Oversight  assumes  this 
proposal  to  be  permissive  and  there  would  be 
no  .state  or  local  fiscal  imnact. 

httD://www.moaa.mo.ao 

httD://www. house. mo. qo 

httD://www.  house. mo. qo 

v/Oversiaht/OVER08/fis 

v/billtrackina/bills081/bil 

v/billtrackina/bills081/bil 

htm/5038-01  N.ORG.htm 

txt/intro/HB21 26l.htm 

sum/i  ntro/sHB21 26l.htm 
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2008 

HB  2150 

Baker 

No 

This  bill  authorizes  all  counties  to  impose,  upon  voter 
approval,  a  sales  tax  of  up  to  0.5%  for  the  purpose  of 
funding  the  operation  of  public  safety  departments,  including 
police  and  fire  departments,  and  the  communications  of  the 
public  safety  departments. 

$0 

Oversight  has  no  way  to  determine  if  any  county 
would  receive  voter  approval  to  impose  a  public 
safety  sales  tax;  therefore,  for  the  purposes  of 
this  fiscal  note  fiscal  impact  will  be  shown  as 
zero. 

httD://www.moaa.mo.ao 

httD://www. house. mo. qo 

httD://www. house. mo.qo 

v/Oversiaht/OVER08/fis 

v/billtrackinq/bills081/bil 

v/billtrackinq/bills081/bil 

htm/5091 -01  N.ORG.htm 

txt/intro/HB21 50l.htm 

sum/intro/sHB21 50l.htm 

2008 

SB  822 

Shoemyer 

No 

This  act  allows  the  governing  body  of  a  city,  town,  village  or 
county  to  submit  a  proposal  to  the  voters  of  such  city,  town 
village  or  county  allowing  the  municipality  to  impose  a 
property  tax  to  fund  cemetery  maintenance. 

$0 

Oversight  assumes  this  proposal  is  discretionary 
and  as  written  would  not  have  any  fiscal  impact. 

http://www.mooa.mo.qo 

http://www. senate. mo. q 

http://www. senate. mo. q 

v/Oversight/OVER08/fis 

ov/08info/pdf- 

ov/08info/BTS  Web/Su 

htm/3239-02P.ORG.htm 

bill/perf/SB822.pdf 

mmary.aspx?SessionTy 

pe=R&SummarylD=202 
742&BilllD=109 

2008 

SB  845 

Rupp 

No 

HCS  modifies  various  provisions  relating  to  political 
subdivisions  including  transient  guest  taxes  and  sales  taxes, 
upon  voter  approval,  for  various  purposes  for  Cass  County, 
Charleston,  Grandview,  Harrisonville,  Raytown, 
Waynesville,  and  others. 

$0 

Oversight  assumes  these  sections  are 
permissive.  Fiscal  impact  would  not  be  realized 
without  action  by  the  local  governing  body  and 
with  voter  approval.  Oversight  assumes  this 
proposal  as  written  does  not  require  that  a 
transient  guest  tax  be  imposed,  therefore, 
Oversight  will  show  fiscal  impact  as  $0. 

httD://www.moaa.mo.qo 

httD://www. senate. mo. q 

httD://www. senate. mo. q 

v/OversiahVOVER08/fis 

ov/08info/odf- 

ov/08info/BTS  Web/Bill 

htm/3502-02N.ORG.htm 

bill/hcs/SB845.pdf 

.aspx?SessionTvpe=R& 

BilllD=89 

2008 

SB  897 

Wilson 

No 

This  act,  upon  voter  approval,  increases  the  fee  collected  by 
each  recorder  of  deeds  to  fund  the  county  homeless  person 
assistance  program  from  $3  to  $10  if  such  a  program  has 
been  created  by  the  governing  body. 

$0 

Oversight  assumes  the  fee  increases  provided 
for  in  this  proposal  would  require  voter  approval. 
Oversight  will  show  fiscal  impact  as  $0  or  the 
amount  estimated  by  the  County  Recorder  of 
Deeds. 

httD://www.moaa.mo.oo 

httD://www. senate. mo. q 

httD://www.senate.mo.q 

v/Oversiqht/OVER08/fis 

ov/08info/pdf- 

ov/08info/BTS  Web/Bill 

htm/3856-01  N.ORG.htm 

bill/intro/SB897.odf 

.asox?SessionTvDe=R& 

BilllD=6732 

2008 

SB  900 

Vogel 

No 

Current  law  allows  any  county,  city  which  is  the  county  seat 
of  any  county,  and  various  other  cities  to  impose  a  tax,  not 
to  exceed  five  percent  per  room  per  night,  on  charges  for 
sleeping  rooms  paid  by  guest  of  hotels  and  motels.  This  act 
increases  the  maximum  levy  from  five  percent  to  eight 
percent.  Such  increase  will  become  effective  only  upon 
voter  approval. 

$0 

Oversight  assumes  this  proposal  increases  the 
maximum  tax  from  5%  to  8%  that  certain  cities 
and  counties  could  charge  guest  of  hotels  and 
motels  and  other  business  that  offer  sleeping 
rooms.  Oversight  assumes  the  increase  could 
not  be  taxed  without  voter  approval,  therefore. 
Oversight  assumes  this  proposal  to  be 
permissive,  and  would  have  no  state  or  local 
fiscal  imoact. 

http://www.moqa.mo.qo 

http://www.senate.mo.q 

http://www.senate.mo.a 

v/Oversight/OVER08/fis 

ov/08info/pdf- 

ov/08info/BTS  Web/Bill 

htm/3443-01  N.ORG.htm 

bill/intro/SB900.pdf 

.aspx?SessionTvpe=R& 

BilllD=13099 

2008 

SB  1089 

Justus 

No 

This  act  authorizes  the  City  of  Grandview  to  levy  a  transient 
guest  tax  on  charges  for  sleeping  rooms  paid  by  guests  of 
hotels  and  motels  for  the  purpose  of  promoting  tourism. 

$0 

Oversight  assumes  the  tax  could  not  be 
implemented  without  voter  approval.  Therefore, 
Oversight  assumes  this  proposal  to  be 
permissive  and  there  would  be  no  state  or  local 
fiscal  impact. 

http://www.moqa.mo.qo 

http://www.senate.mo.q 

http://www.senate.mo.a 

v/Oversiqht/OVER08/fis 

ov/08info/pdf- 

ov/08info/BTS  Web/Bill 

htm/4970-02P.ORG.htm 

bill/perf/SBI  089.pdf 

.aspx?SessionTvpe=R& 

BilllD=84827 

2008 

SB  1209 

Callahan 

No 

HCS  modifies  laws  regarding  taxes  and  fees  including  voter 
approved  local  transient  guest  taxes  and  sales  taxes  for 
Sugar  Creek,  Waynesville,  Grandview,  St.  Charles  and  St. 
Louis  counties. 

$0 

Oversight  assumes  these  sections  are 
permissive.  Fiscal  impact  would  not  be  realized 
without  action  by  the  local  governing  body  and 
with  voter  approval.  Oversight  assumes  this 
proposal  as  written  does  not  require  that  a 
transient  guest  tax  be  imposed,  therefore, 
Oversight  will  show  fiscal  impact  as  $0. 

httD://www.moqa.mo.qo 

httD://www. senate. mo. q 

httD://www.senate.mo.q 

v/Oversioht/OVER08/fis 

ov/08info/odf- 

ov/08info/BTS  Web/Bill 

htm/5303-05N.ORG.htm 

bill/hcs/SBI  209.pdf 

.asox?SessionTvDe=R& 

BilllD=148941 

2007 

HB69 

Day 

No 

Sections  67.1003,  67.1016,  and  67.1360  allows  cities  to 
impose,  with  voter  approval,  a  transient  guest  tax.  Section 
67.1016  allows  any  county  of  the  second,  third  or  fourth 
classification,  with  voter  approval,  to  impose  a  transient 
Quest  tax. 

$0 

Oversight  assumes  any  action  would  require 
approval  of  the  governing  body  with  voter 
approval.  Oversight  assumes  no  fiscal  impact 
from  this  section. 

httD://www.moqa.mo.qo 

httD://house.mo.qov/con 

httD://house.mo.qov/con 

v/Oversiqht/OVER07/fis 

tent.aspx?info=/bills071/ 

tent.aspx?info=/bills071/ 

htm/0086-09N.ORG.htm 

biltxt/senate/0086S.09F. 

bilsum/Dert/sHB69P.htm 

htm 

2007 

HB205 

Marsh 

Yes 

This  bill  authorizes  certain  cities  and  counties  to  impose  a 
sales  or  transient  guest  tax;  extends  the  expiration  date  of 
the  Tourism  Supplemental  Revenue  Fund;  and  allows 
certain  counties  to  establish  a  theater,  cultural  arts,  and 
entertainment  district.  Bill  includes  Sullivan  and  the 
counties  of  Perrv  and  Pemiscot. 

$0 

Oversight  assumes  this  proposal  is  permissive, 
and  as  written  would  have  no  fiscal  impact 
without  voter  approval. 

http://www.moqa.mo.qo 

http://house.mo.qov/con 

http://house.mo.qov/con 

v/Oversiqht/OVER07/fis 

tent.aspx?info=/bills071/ 

tent.aspx?info=/bills071/ 

htm/0859-02T.ORG.htm 

biltxt/truly/HB0205T.HT 

bilsum/trulv/sHB205T.ht 

M 

m 

2007 

HB  234 

Tilley 

No 

This  bill  authorizes  Perry  County  to  impose,  upon  voter 
approval,  a  sales  tax  of  up  to  one-fourth  of  1%  to  equally 
fund  senior  services  and  youth  programs.  A  senior  services 
tax  commission  must  be  established  to  administer  the 
revenue  received  for  senior  services. 

$0 

$0  shown  but  no  explicit  statement  on  local 
election  cost. 

httD://www.moqa.mo.qo 

htto://house.mo.qov/con 

htto://house.mo.qov/con 

v/Oversiqht/OVER07/fis 

tent.aspx?info=/bills071/ 

tent.aspx?info=/bills071/ 

htm/0903-01  N.ORG.htm 

biltxt/intro/HB0234l.htm 

bilsum/intro/sHB234l.ht 

m 
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Session 
Year 

Bill 
Number 

Sponsor 

TAFP? 

Purpose 

Fiscal 
note  cost 

Comment  on  fiscal  note  on  local  elections 

Fiscal  note  link 

Bill  text  link 

Bill  summary  link 

2007 

HB271 

Nolle 

No 

Auttiorizes  ttie  City  of  Gladstone  to  impose  a  transient  guest 
tax  for  the  promotion  of  tourism 

$0 

Oversight  assumes  this  proposal  is  permissive, 
and  as  written,  would  have  no  fiscal  impact. 

httD;//www.moqa.mo.ao 

http://heuse.mq.qov/con 

httD://house.mo.qov/con 

v/Oversiaht/OVER07/fis 

tent.aspx?info=/bills071/ 

tent.aspx?info=/bills071/ 

htm/0690-01  N.ORG.htm 

biltxt/intro/HB0271l.htm 

bilsum/intro/sHB271l.ht 

m 

2007 

HB  595 

Schlottach 

No 

Allows  Franklin  County  to  levy  a  transient  guest  tax,  upon 
voter  approval,  in  the  Sullivan  C-ll  School  District  which  is 
partially  located  in  both  the  City  of  Sullivan  and  Franklin 
County  to  be  used  for  tourism 

$0 

Oversight  assumes  this  proposal  is  permissive, 
and  as  written  would  have  no  fiscal  impact 
without  voter  approval. 

http://www.moga.mo.qo 

http://house.mo.qov/con 

http://house.mo.qov/con 

v/Oversiqht/OVER07/fis 

tent.aspx?info=/bills071/ 

tent.aspx?info=/bills071/ 

htm/1 456-01  N.ORG.htm 

biltxt/intro/HB0595l.htm 

bilsum/intro/sHB595l.ht 

m 

2007 

HB624 

Wilson 

No 

Authorizes  Perry  County  to  impose,  upon  voter  approval,  a 
sales  tax  of  up  to  .25%  to  equally  fund  senior  services  and 
youth  programs.  Authorizes  any  second,  third,  or  fourth 
classification  county  to  impose  a  transient  guest  tax,  upon 
voter  approval,  on  all  hotel  or  motel  sleeping  rooms  within 
the  county.  Authorizes  the  City  of  Hollister  to  impose,  upon 
voter  approval,  a  transient  guest  tax  of  2%  to  5%  per  room, 
per  night,  for  the  promotion  of  tourism; 

$0 

Oversight  will  assume  the  city  could  submit  the 
issue  to  the  voters  on  any  local  election  date,  as 
early  as  November  2007,  and  will  indicate  the 
election  cost  to  the  local  government  as  $0  or 
Unknown  in  FY  2008. 

httD://www.mooa.mo.qo 

httD://house.mo.qov/con 

htto://house.mo.qov/con 

v/Oversicht/OVER07/fis 

tent.aspx?info=/bills071/ 

tent.aspx?info=/bills071/ 

htm/1 586-04N.ORG.htm 

biltxt/commit/HB0624C. 

bilsum/commit/sHB624 

HTM 

C.htm 

2007 

HB722 

Wood 

No 

This  act  authorizes  the  City  of  Hollister  to  impose,  upon 
voter  approval,  a  transient  guest  tax  of  up  to  five  percent  per 
night  per  sleeping  quarters  for  the  promotion  of  tourism. 

$0 

Oversight  assumes  fiscal  impact  would  not  be 
realized  without  action  by  the  governing  body 
with  voter  approval.  Oversight  will  show  fiscal 
impact  as  $0  to  unknown. 

httD://www.moqa.mo.qo 

httD://house.mo.qov/con 

httD://house.mo.qov/con 

v/Oversicht/OVER07/fis 

tent.aspx?info=/bills071/ 

tent.aspx?info=/bills071/ 

htm/1 732-01  N.ORG.htm 

biltxt/intro/HB0722l.htm 

bilsum/intro/sHB722l.ht 

m 

2007 

HB795 

Flool< 

Yes 

Changes  the  laws  regarding  sales  and  transient  guest  taxes; 
theater,  cultural  arts,  and  entertainment  districts;  municipal 
code  violations  in  Kansas  City;  and  certain  directors  of 
public  water  supply  districts.  Includes  Perry  and  Pulaski 
counties  and  the  cities  of  Augusta,  Carrollton,  Chillicothe, 
Sullivan, Liberty,  Miami,  Missouri  City,  and  Pleasant  Hill. 

$0 

Oversight  assumes  this  proposal  is  permissive, 
and  as  written  would  have  no  fiscal  impact 
without  voter  approval. 

http://www.moqa.mo.qo 

http://house.mo.qov/con 

http://house.mo.qov/con 

v/OversiqhVOVER07/fis 

tent.aspx?info=/bills071/ 

tent.aspx?info=/bills071/ 

htm/1 464-06T.ORG.htm 

biltxt/truly/HB0795T.HT 

bilsum/trulv/sHB795T.ht 

M 

m 

2007 

HB919 

Schneider 

No 

Authorizes  the  City  of  Gladstone  to  impose,  upon  voter 
approval,  a  transient  guest  tax  of  up  to  5%  on  hotel  and 
motel  rooms  to  be  used  for  the  promotion  of  tourism 
(Section  67.1003).  Authorizes  Franklin  County  to  impose, 
upon  voter  approval, a  transient  guest  tax  between  2%  and 
5%  per  room  per  night  in  the  Sullivan  C-ll  School  District  to 
be  used  for  the  promotion  of  tourism  (Section  67.1360); 

$0 

$0  shown  but  no  explicit  statement  on  local 
election  cost. 

http://www.moqa.mo.qo 
v/Oversiqht/OVER07/fis 

http://house.mo.qov/con 
tent.aspx?info=/bills071/ 

http://house.mo.qov/con 
tent.aspx?info=/bills071/ 

htm/21 13-03N.ORG.htm 

biltxt/commit/HB0919C. 

bilsum/commit/sHB919 

HTM 

C.htm 

2007 

HB  1089 

Stevenson 

No 

Authorizes  Perry  County  to  levy,  upon  voter  approval,  a 
sales  tax  of  up  to  1/4  of  1%  to  equally  fund  senior  services 
and  youth  programs.  The  revenue  received  for  senior 
services  will  be  administered  by  a  senior  services  tax 
commission  (Section  67.997); 

$0 

Oversight  assumes  that  implementing  this 
proposal  would  require  voter  approval. 
Collections  and  offsetting  distributions  of  $0  or 
Unknown  have  been  recorded  in  the  Senior 
Services  and  Youth  Programs  Sales  Tax  Trust 
Fund.  Oversight  has  also  indicated  a  fiscal 
impact  of  $0  or  Unknown  to  the  local 
aovernment. 

http://www.moqa.mo.qo 

http://house.mo.qov/con 

http://house.mo.qov/con 

v/Oversiqht/OVER07/fis 

tent.aspx?info=/bills071/ 

tent.aspx?info=/bills071/ 

htm/2596-04N.ORG.htm 

biltxt/commit/HB1089C. 

bilsum/commit/sHB1089 

HTM 

C.htm 

2007 

SB  22 

Greisheimer 

Yes 

CCS  modifies  various  provisions  relating  to  political 
subdivisions  including  transient  guest  taxes  and  sales  taxes, 
upon  voter  approval,  for  various  purposes  for  Perry  county, 
Pulaski  county,  Gladstone,  Sullivan,  Hollister,  Joplin, 
Kinqville,  and  Jasper  county. 

$0 

Oversight  assumes  any  action  would  require 
approval  of  the  governing  body  with  voter 
approval.  Oversight  assumes  no  fiscal  impact 
from  this  section. 

http://www.moqa.mo.qo 

http://www.senate.mo. q 

http://www.senate.mo.q 

v/Oversiqht/OVER07/fis 

ov/07info/pdf- 

ov/07info/BTS  Web/Bill 

htm/0382-1 2T.ORG. htm 

bill/taVSB22.pdf 

.aspx?SessionTvpe=R& 
BilllD=95 

2007 

SB  30 

Nodler 

Yes 

CCS  modifies  various  provisions  relating  to  political 
subdivisions  including  transient  guest  taxes  and  sales  taxes, 
upon  voter  approval,  for  various  purposes  for  Perry  county, 
Independence,  and  second,  third,  and  fourth  class  counties. 

$0 

Oversight  assumes  the  local  fiscal  impact  would 
be  dependent  on  action  by  the  governing  body 
with  voter  approval.  Oversight  will  indicate  a 
fiscal  impact  of  $0  to  unknown  for  local 
qovernments. 

httD://www.moqa.mo.qo 

httD://www.senate.mo.q 

httD://www.senate.mo.q 

v/OversiqhVOVER07/fis 
htm/0246-06T.ORG.htm 

ov/07info/Ddf- 
bill/taVSB30.odf 

ov/07info/BTS  Web/Bill 
.asBx?SessionTvoe=R& 

BilllD=103 
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Bill 
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Fiscal 
note  cost 

Comment  on  fiscal  note  on  local  elections 

Fiscal  note  link 

Bill  text  link 

Bill  summary  link 

2007 

SB  81 

Greisheimer 

Yes 

CCS  allows  cities,  towns,  and  villages  within  Clay  County, 
Franklin  County,  Boone  County,  Jasper  County  or  Jackson 
County,  to  form  a  Theater,  Cultural  Arts,  and  Entertainment 
District.  Such  counties  and  St.  Charles  County  may  also 
form  such  a  district.  Counties,  cities,  towns,  and  villages  that 
adopt  transect-based  zoning  may  also  form  such  districts. 
Also  allows  Hollister  (transient  guest  tax)  and  Independence 
(sales  tax)  to  levy  tax  upon  voter  approval. 

$0 

Oversight  assumes  the  proposal  is  permissive  in 
nature.  It  allows  local  political  subdivisions  to 
create  a  theater,  cultural  arts  and  entertainment 
districts  as  well  as  allows  certain  cities  to 
impose  a  transient  guest  tax.  Oversight  will 
assume  a  $0  to  unknown  fiscal  impact  to  local 
political  subdivisions.  These  taxes  are  subject  to 
voter  approval. 

http://www.moaa.mo.ao 

httD://www.senate.mo.a 

httD://www.senate.mo.a 

v/Oversiaht/OVER07/fis 
htm/0259-05T.ORG.htm 

ov/07info/Ddf- 
bill/tat/SB81.pdf 

ov/07info/BTS  Web/Bill 
.asBx?SessionTvpe=R& 

BilllD=52 

2007 

SB  233 

Crowell 

Yes 

CCS  authorizes  Perry  County,  pending  voter  approval,  to 
levy  a  sales  tax  of  up  to  one-fourth  of  one  percent  to  equally 
fund  senior  services  and  youth  programs.  CCS  also 
authorizes  the  City  of  Gladstone  to  impose,  upon  voter 
approval,  a  transient  guest  tax  of  up  to  5%  on  hotel  and 
motel  rooms  to  be  used  for  the  promotion  of  tourism. 

$0 

Oversight  assumes  this  proposal  is  permissive, 
and  as  written,  would  have  no  fiscal  impact. 

http://www.moaa.mo.ao 

http://www.senate.mo. a 

http://www.senate.mo.a 

v/Oversiaht/OVER07/fis 

ov/07info/pdf- 

ov/07info/BTS  Web/Bill 

htm/0929-03T.ORG.htm 

bill/tat/SB233.Ddf 

.asBx?SessionTvpe=R& 

BilllD=3406 

2007 

SB  345 

Shoemyer 

No 

This  act  allows  the  governing  body  of  a  county  to  submit  a 
proposal  to  the  voters  of  the  county  allowing  the  county  to 
impose  a  property  tax  to  fund  cemetery  maintenance. 

$0 

Oversight  assumes  this  proposal  as  written  is 
permissive  and  would  have  no  fiscal  impact 
without  action  by  their  governing  body  with  voter 
approval. 

http://www.moaa.mo.ao 

http://www.senate.mo. a 

http://www.senate.mo. a 

v/Oversiaht/OVER07/fis 
htm/1 657-01  P.ORG.htm 

ov/07info/odf- 
bill/perf/SB345.pdf 

ov/07info/BTS  Web/Bill 
.aspx?SessionTvpe=R& 

BilllD=6287 

2007 

SB  365 

Koster 

No 

This  act  authorizes  the  governing  body  of  any  city  to  impose 
an  annual  real  property  tax  to  fund  the  construction, 
operation  and  maintenance  of  a  community  health  center. 
The  act  authorizes  such  cities  to  enter  into  agreements  with 
taxing  districts,  located  at  least  partially  within  such  city, 
allowing  such  districts  to  levy  the  tax  authorized  under  this 
act  in  the  portion  of  such  districts  not  located  within  the 
incorporated  limits  of  the  city,  provided  such  districts  receive 
prior  voter  approval.  The  tax  authorized  by  this  act  shall  not 
exceed  thirty-five  cents  per  year  on  each  one  hundred 
dollars  assessed  valuation  and  shall  not  become  effective 
until  approved  by  the  voters  of  the  city  and,  if  applicable, 
any  district  imposing  the  tax. 

$0 

Oversight  assumes  this  proposal  as  written  is 
permissive,  and  would  have  no  fiscal  impact 
without  action  of  the  governing  body  with  voter 
approval. 

http://www.moaa.mo.ao 
v/Oversiaht/OVER07/fis 

http://www.senate.mo. a 
ov/07info/pdf- 

http://www.senate.mo. a 
ov/07info/BTS  Web/Bill 

htm/1 653-02N.ORG.htm 

bill/comm/SB365.pdf 

.aspx?SessionTvpe=R& 

BilllD=7390 

2007 

SB  624 

Coleman 

No 

This  act  allows  the  City  of  St.  Louis  to  put  before  its  voters  a 
ballot  measure  allowing  the  city  to  impose  a  sales  tax,  not  to 
exceed  one-half  of  one  percent,  solely  for  the  purpose  of 
providing  revenues  for  the  operation  of  public  safety 
departments,  including  police  and  fire  departments. 

$0 

Oversight  assumes  that  this  proposal  is 

permissive  and  as  written  would  have  no  fiscal 
impact  without  action  by  the  governing  body  with 
voter  approval. 

http://www.moaa.mo.ao 

http://www.senate.mo. a 

http://www.senate.mo.a 

v/Oversiaht/OVER07/fis 

ov/07info/pdf- 

ov/07info/BTS  Web/Su 

htm/21 85-01  N.ORG.htm 

bill/intro/SB624.pdf 

mmary.aspx?SessionTy 

pe=R&SummarylD=604 
943&BilllD=51758 

2007 

SB  678 

Goodman 

No 

This  act  authorizes  Kimberling  City  to  impose,  upon  voter 
approval,  a  transient  guest  tax  of  up  to  five  percent  per  night 
per  sleeping  quarters  for  the  promotion  of  tourism. 

No  fiscal  note  available  online 

No  fiscal  note  available 
online 

http://www.senate.mo. a 

ov/07info/odf- 

bill/intro/SB678.pdf 

httD://www.senate.mo.a 
ov/07info/BTS  Web/Bill 
.asBx?SessionTvpe=R& 
BilllD=55971 

2007 

SB  679 

Goodman 

No 

This  act  authorizes  the  City  of  Hollister  to  impose,  upon 
voter  approval,  a  transient  guest  tax  of  up  to  five  percent  per 
night  per  sleeping  quarters  for  the  promotion  of  tourism. 

No  fiscal  note  available  online 

No  fiscal  note  available 
online 

http://www.senate.mo. a 

ov/07info/pdf- 

bill/intro/SB679.pdf 

http://www.senate.mo. a 
ov/07info/BTS  Web/Bill 
.aspx?SessionTvpe=R& 
BilllD=55972 

2007 

SJR  16 

Shoemyer 

No 

Upon  voter  approval,  this  proposed  constitutional 
amendment  would  authorize  political  subdivisions  to  submit 
to  the  qualified  voters  any  ballot  measure  increasing  or 
decreasing  revenue  without  further  statutory  authorization, 
provided  that  laws  in  effect  on  the  effective  date  of  this 
amendment  shall  remain  in  effect  unless  later  amended  or 
reoealed. 

$0 

No  fiscal  note  available  online 

No  fiscal  note  available 
online 

httD://www.senate.mo.a 
ov/07info/Ddf- 
bill/intro/SJRI  6.pdf 

httD://www.senate.mo.a 
ov/07info/BTS  Web/Su 
mmarv.aspx?SessionTv 
Be=R&SummarvlD=558 
817&BilllD=6280 
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Marc  H.  EUinger  and  Bryan  T.  Pratt  on  behalf  of  Opponents  to  the  Proposed 
Measure  provided  the  following  information  as  an  opponent  of  this  initiative  petition. 


Executive  Summary 


Mr.  Reading  has  submitted  Initiative  Petition  14-026,  which  is  similar  to  Initiative  Petitions  14- 
019  and  14-023,  and  at  least  some  of  the  nineteen  initiatives  that  he  filed  in  the  2012  election 
cycle.  With  respect  to  the  prior  initiative  petitions,  Mr.  Reading  urged  the  Auditor's  office  to 

produce  a  fiscal  note  and  fiscal  note  summary  of  "no  fiscal  impact,"  which  it  did.  We  dispute 
Mr.  Reading's  assertion  that  this  initiative  petition  creates  "no  fiscal  impact,"  and  we  urge  you  to 
quantify  the  full  fiscal  impact,  as  detailed  below.  It  is  undisputed  that  higher  tobacco  taxes  will 
reduce  the  quantity  of  cigarettes  purchased  in  Missouri  by  residents  and  non-residents.  Further, 
increased  tobacco  taxes  could  incentivize  Missouri  residents  to  shift  their  purchases  of  tobacco 
products  to  neighboring  states  or  localities  with  lower  taxes.  Consequently,  the  tax  increase  will 
have  adverse  effects  on  state,  county  and  municipal  revenues,  resultmg  in  a  negative  fiscal 
impact  at  both  the  state  and  local  levels. 

Summary  of  14-026 

•    The  proposed  initiative  gives  local  voters  the  option  to  increase  tobacco  taxes  in 
cities  and  counties 

Proposed  Statement  of  Fiscal  Impact  for  14-026 

The  total  cost  to  state  or  local  governmental  entities  is  unknown.  Entities  could  have  millions  of 
dollars  of  lost  revenue  related  to  a  reduction  in  tax  revenues  and  sales  migration  to  border  states 
if  local  taxes  on  tobacco  are  increased.  Additionally,  local  entities  could  have  significant  election 
related  costs. 

Support  for  using  "if'  statements 

The  State  Auditor  has  previously  used  "if  statements  to  suggest  to  voters  that  an  initiative  may 
have  certain  consequences  and  alert  voters  of  the  fiscal  impact  of  such  consequences.  Two 
initiative  petitions  in  the  2012  election  cycle  had  this  type  of  language: 

2012-014 

State  government  would  incur  estimated  costs  of  up  to  $76,000  and  could  incur  other 
unknown  potential  litigation  costs.  Local  election  authorities  could  incur  estimated  costs 
exceeding  $1  million  if  ballot  reprinting  would  be  necessary. 

2012-066 

State  governmental  entities  could  have  annual  lost  revenue  estimated  at  $2.5  to  $3.5 
million  that  could  be  partially  offset  by  expenditure  reductions  for  monitoring  industry 
compliance.  Local  governmental  entities  could  have  unknown  total  lost  revenue  related  to 
business  license  or  other  business  operating  fees  if  the  proposal  results  in  business 
closures. 
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The  ballot  title  for  2012-066  was  found  to  be  neither  insufficient  nor  unfair  by  the  Missouri 
Supreme  Court.  Brown  v.  Carnahan,  370  S.W.3d  637, 667  (Mo.  banc  2012). 

hi  Brown  v.  Carnahan,  370  S.W.3d  637, 654  (Mo.  banc  2012),  the  Missouri  Supreme  Court 
explained,  "[a  fiscal  note]  summary's  words  are  considered  sufficient  and  fair  where  they 
adequately  and  without  bias,  prejudice,  or  favoritism  synopsize  the  fiscal  note."  The  court 
explained  that  requiring  fairness  and  sufficiency  in  the  fiscal  note  and  fiscal  note  summary  are 
procedural  safeguards.  The  safeguards  seek  to  "(1)  promote  an  informed  understanding  by  the 
people  of  the  probable  effects  of  the  proposed  amendment,  or  (2)  to  prevent  a  self-serving  faction 
fi:om  imposing  its  will  upon  the  people  without  their  full  realization  of  the  effects  of  the 
amendment."  Id.  (citing  Buchanan  v.  Kirkpatrick,  615  S.W.2d  6,  1 1-12  (Mo.  banc  1981)).  The 
probable  effect  of  allowing  cash-strapped  local  jmisdictions  the  option  to  increase  tobacco  excise 
taxes  is  that  many  will,  in  fact,  increase  such  taxes.  In  order  for  citizens  to  have  an  informed 
understanding  of  the  probable  effects  of  the  proposed  amendment,  the  fact  that  increased  tobacco 
excise  taxes  will  result  in  decreased  tax-paid  sales  and  therefore  decreased  revenues  to  state  and 
local  government  entities  must  be  included. 

Increased  tobacco  taxes  will  result  in  decreased  tax-paid  sales 

In  Fiscal  Note  12-05,'  the  Division  of  Budget  &  Plaiming  stated  as  follows: 

"Elasticity"  is  the  ratio  of  the  change  in  quantity  sold  to  the  change  in  price.  The  CDC 

estimates  the  cigarette  price  elasticity  as  -0.4,  which  suggests  a  4%  drop  in  sales  for  each 
10%  increase  in  cost.  However,  research  by  Goolsbee  (2004)  demonstrates  the  elasticity 
for  state  cigai'ette  taxes  likely  exceeds  -1.2,  and  could  exceed  -2.0,  depending  on  internet 
access. 

In  the  same  fiscal  note,  the  proponents  of  the  proposed  measure  also  claimed  "the  total  expected 
reduction  in  smoking  consumption  as  a  result  of  a  10%  price  increase  is  4%o."  A  report  utilized 
by  opponents  agreed  "[H]igher  cigarette  taxes  in  Missouri  will  raise  cigarette  prices  and  reduce 
the  quantities  of  cigarettes  purchased  in  Missouri."^  The  state,  proponents  and  opponents  agree 
that  an  increase  in  tobacco  taxes  results  in  decreased  tax-paid  sales  within  Missouri. 

Increased  tobacco  taxes  will  result  in  cross-border  migration 

In  addition  to  the  general  decrease  in  tax-paid  sales  caused  by  elasticity,  tax-paid  sales  in 
Missouri  will  fUrther  decrease  as  adult  consumers  shift  their  purchases  to  jurisdictions  with  lower 
tobacco  taxes.  Under  the  proposed  initiative,  there  is  no  cap  on  how  high  local  governments 
could  increase  the  excise  tax  on  tobacco  products.  The  last  major  proposed  increase  (Initiative 
Petition  2012-134)  would  have  resulted  in  Missouri  having  a  higher  tobacco  tax  than  the  state 
excise  taxes  from  the  four  states  contiguous  to  Missouri.  Thus,  it  is  likely  that  local  tobacco 
taxes,  when  combined  with  Missouri's  state  excise  taxes  on  tobacco,  would  exceed  the  tobacco 
excise  taxes  imposed  by  Missouri's  neighboring  states.  As  tobacco  products  become  more 


^  Fiscal  Note  12-05  available  at:  http://auditor.mo.gov/Notes/12-05.pclf. 

^  Haslag,  Joseph.  Holding  Whom  Harmless:  An  Analysis  of  the  Economic  and  Fiscal  Impacts  Associated  with 
Proposition  B  (August  20, 2012)  (attached  hereto  as  Appendix  A). 
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expensive  due  to  higher  excise  taxes,  adult  consumers  often  react  by  shifting  their  tobacco 
purchases  across  state  lines  or  to  other  sources.^  Missouri  is  uniquely  affected  by  cross-border 
changes  in  purchasing  behavior  because  the  state's  two  largest  cities  are  so  close  to  neighboring 
states.  In  fact,  approximately  25%  of  the  state's  population  is  from  the  sixteen  counties  that 
border  the  four  contiguous  states  with  the  lowest  tobacco  taxes."^  The  Haslag  Report  found  that 
while  some  Missourians  will  simply  stop  smoking  "other  Missourians  will  reduce  their  in-state 
purchases  and  out-of-state  consumers  will  reduce  their  purchases  in  Missouri."^  The  cross- 
border  purchasing  would  result  in  significantly  less  revenue  to  both  the  state  and  the  locality  in 
terms  of  sales  tax  and  excise  tax  revenue. 

The  cost  of  decreased  tax-paid  sales 

Haslag,  in  examining  a  proposal  that  would  raise  Missouri's  state  cigarette  excise  tax  from  $0.17 
to  $0.90,  concluded  that  the  state  excise  tax  increase  would  result  in  significant  lost  revenue  to 
the  state  and  municipalities.  He  estimated  this  would  reduce  the  quantity  of  cigarettes  purchased 
from  521  million  packs  to  429  million  packs.^  This  would  result  in  decreases  in  expected  monies 
to  be  paid  into  certain  existing  ftands,  decreases  in  state  sales  tax  revenue,  decreases  in  local  sales 
tax  revenue  and  decreases  in  excise  tax  receipts.'  By  his  estimates,  such  a  proposal  would  result 
in  at  least  a  $34.8  million  reduction  in  state,  county  and  municipal  revenues.* 

Haslag' s  estimates  are  based  on  a  $0.73  tax  increase  per  pack  of  cigarettes.  Initiative  Petition 
14-23  does  not  specify  the  potential  increase  in  tobacco  taxes  and  places  no  cap  on  the  extent  to 
which  the  local  excise  tax  could  be  increased.  We  have  seen  other  localities  impose  significant 
excise  taxes  upon  tobacco  products.  For  example,  the  local  cigarette  excise  tax  rate  in  Cook 
County,  Illinois  is  $3.00  per  pack  of  cigai-ettes;  in  New  York  City  the  local  excise  tax  rate  is 
$1 .50  per  pack  of  cigarettes.  Of  course,  these  local  excise  taxes  are  on  top  of  existing  state 
excise  taxes.  These  types  of  increases  at  the  local  level  would  exacerbate  the  effect  of  cross- 
border  sales.  The  cost  of  such  decreased  Missouri  tax-paid  sales  and  the  cross-border  migi'ation 
of  sales  is  significant  and  should  be  reflected  in  the  fiscal  note  summary. 

Election  costs 

Finally,  Initiative  Petition  14-026  is  similar  to  the  proposals  submitted  in  2012  by  Mr.  Reading. 
With  respect  to  those  proposals,  some  local  government  entities  reported  potential  election  costs. 
Jasper  County  submitted  an  estimate  of  costs  less  than  $50,000  for  an  election,  while  St.  Charles 
reported  costs  of  approximately  $260,000.    Such  election  costs  should  be  reflected  withm  the 
fiscal  note. 


'Id 

'Id 
'Id 
'Id 
'Id 
'Id 

'  Local  Government  Cigarette  Tax  Rates  &  Fees,  Campaign  for  Tobacco-Free  Kids,  available  at 
http://www.tobaccofi'eekids.org/research/factsheets/pdfi'0304.pdf. 
Fiscal  Note  11-81,  available  at  littp://auditor.mo.gov/Notes/ll-81.pdf. 
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Conclusion 

Increased  tobacco  taxes  will  result  in  decreased  tax-paid  sales  within  Missouri  and  this  will  result 
in  a  significant  negative  fiscal  impact  to  the  state  and  to  local  government  entities.  In  order  for 
citizens  to  have  an  informed  understanding  of  the  probable  effects  of  the  proposed  amendment, 
this  infoimation  must  be  made  a  part  of  the  fiscal  note  and  fiscal  note  summary. 
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Appendix  A 


Holding  Whom  Harmless: 
Ae  Analysis  of  the  Economic  and  Fiscal 
Impacts  Associated  with  Proposition  B 


A  report  by 

if 

Joseph  Haslag,  Ph  D 
August  20,  2012 


Dr.  Haslag  is  Professor  and  Kenneth  Lay  Chair  in  Economics  at  the  University  of  Missouri-Columbia.  The  views 
expressed  in  this  report  are  Dr.  Haslag's  and  do  not  reflect  the  views  or  opinions  of  the  University  of  Missouri. 


Executive  Summary 

In  this  report,  I  quantify  the  economic  and  fiscal  impacts  associated  with  an  increase  in  the  Missouri 
cigarette  excise  tax.  The  November  2012  ballot  includes  Proposition  B.  If  passed,  Proposition  B  would 
raise  Missouri's  state  cigarette  excise  tax  from  $0.17  to  $0.90.  Suppose  everything  else  in  Missouri 
remained  unchanged.  Consistent  with  such  a  tax  increase,  cigarette  prices  in  Missouri  will  increase  and 
the  quantity  purchased  in  Missoiuri  will  decline. 

Proposition  B  would  have  effects  on  other  tobacco  products  and  on  a  select  group  of  tobacco 
manufacturers.  If  passed,  roll-your-own  tobacco  would  be  subject  to  a  35  percent  tax  applied  on 
manufacturers'  invoice  price.  Missouri  would  apply  a  25  percent  tax  on  the  invoice  price  on  tobacco 
products  other  than  cigarettes.  Currently,  both  roll-your-own  and  other  tobacco  products  are  subject  to  a 
10  percent  tax  on  the  invoice  price.  In  addition,  cigarette  manufacturers  that  did  not  participate  in  the 
Master  Settlement  Agreement — so-called  Non-Participating  Manufacturers — ^would  be  required  to  make  a 
$0,569  payment  per  pack  sold  in  Missouri  as  the  allocable  share  repeal  is  implemented.  Overall,  Non- 
Participating  Manufacturers  would  see  taxes  on  their  cigarettes  increase  by  $1 .299  per  pack. 

Data  are  not  readily  available  for  sales  of  roll-your-own  and  other  tobacco  products.  Consequently,  in  this 
report,  I  focus  on  cigarette  sales. 

Two  impacts  are  analyzed  in  this  report.  The  economic  impact  is  measured  by  the  change  in  the  quantity 
of  cigarettes  purchased  in  Missouri.  The  fiscal  impact  is  measured  by  the  change  in  revenues  collected  by 
Missouri's  state,  county,  and  municipal  governments.  At  the  state  level,  there  will  be  new  revenues 
collected  from  the  higher  excise  tax.  It  is  important  to  note  that  existing  funds  will  not  be  held  harmless  as 
the  expected  monies  paid  per  year  into  the  State  School  Money  Fund  will  decrease  by  $3.3  million,  the 
expected  monies  paid  into  the  Health  Initiative  Fund  will  decrease  by  $1 .5  million  per  year,  and  the 
expected  monies  paid  into  the  Fair  Share  Fund  will  decrease  by  $1 .5  miUion  per  year.  Thus,  the  expected 
decrease  to  the  three  funds  is  $6.3  million. 

In  addition,  sales  tax  receipts  collected  by  Missouri  will  suffer.  In  each  of  the  three  political  subdivisions, 
sales  taxes  are  collected  as  a  fraction  of  cigarette  prices  before  any  state  excise  sales  tax  is  applied. 
Accordingly,  a  decrease  in  the  quantity  of  cigarettes  purchased  in  Missouri  will  affect  the  sales  tax 
revenues.  The  total  reduction  in  expected  state  sales  tax  collection  is  $16  million  per  year.  Sales  tax 
collections  by  counties  and  municipaUties  will  also  be  affected.  In  my  baseline  model  of  cigarette 
purchases  by  political  subdivision,  my  calculations  indicate  that  the  expected  decrease  in  Missouri  county 
sales  tax  receipts  is  $6.7  million  per  year.  St.  Louis  County  is  expected  to  see  sales  tax  receipts  fall  by 
$1.8  million  per  year  alone.  St.  Louis  City  is  expected  to  lose  over  $900,000  in  sales  tax  receipts  per  year 
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and  the  city  is  expected  to  lose  another  quarter  million  dollars  in  city  excise  taxes  collected  per  year.  Sales 
tax  receipts  collected  by  municipalities  will  also  fall.  By  my  calculations,  the  twenty  largest 
municipalities,  excluding  St.  Louis  City,  would  see  total  sales  tax  receipts  fall  by  $2.6  million  per  year  if 
Proposition  B  passes.  Each  political  subdivision  is  collecting  its  own  sales  tax  on  cigarettes. 

With  Proposition  B  passing,  Missouri's  cigarette  excise  tax  will  be  higher  than  Kansas,  Nebraska, 
Kentuclcy  and  Tennessee.  I  modify  the  baseline  model  to  account  for  cigarette  purchases  by  county.  There 
are  16  counties  that  are  contiguous  to  those  four  states.  The  modified  model  is  constructed  so  that 
cigarette  purchases  in  those  16  counties  exhibit  greater  price  sensitivity  than  counties  not  contiguous  to 
those  four  states.  For  Jackson  County,  sales  tax  receipts  are  expected  to  decrease  by  over  $500,000  per 
year  with  border  effects  taken  into  account.  In  addition,  Jackson  County  is  expected  to  lose  another 
$500,000  in  county  excise  tax  receipts  per  year. 

Thus,  Proposition  B  will  reduce  state,  coxmty  &  municipal  revenues  by  $34.8  million  per  year  as  follows: 

•  $6.3  million  per  year  from  existing  funds  =  $3 .3  million  from  the  State  School  Money  Fund  + 
$1.5  from  the  Health  Initiative  Fund  +  $  1 ,5  million  from  the  Fair  Share  Fund. 

•  $25.3  miUion  per  year  in  sales  taxes  =  $16  million  state  +  $6.7  million  county  +  $2.6  million 
municipals. 

•  $3.2  million  per  year  in  local  cigarette  excise  taxes, 


In  summary,  a  higher  cigarette  excise  tax  in  Missouri  will  raise  cigarette  prices  and  reduce  the  quantities 
of  cigarettes  purchased  in  Missouri.  The  price  increase  will  have  advei-se  effects  on  the  state,  county  and 
mimicipal  revenues  that  rely  on  cigarette  purchases.  Based  on  economic  theory.  Proposition  B  fails  to 
satisfy  the  hold-harmless  condition.  Indeed,  the  fiscal  impacts  will  be  widespread  and  felt  by  every 
political  subdivision  in  the  state  of  Missouri.  Instead,  no  one  will  be  held  harmless  if  Proposition  B 
passes. 


1.  Introduction 

Missourians  will  consider  an  increase  to  the  state's  cigarette  excise  tax.  The  November  2012  ballot 
initiative — hereafter  referred  to  as  Proposition  B-raises  the  tax  from  $0.17  cents  per  pack  to  $0.90  cents 
per  pack. 

An  increase  in  cigarette  excise  taxes  will  increase  the  price  that  consumers  pay.  Consumers  respond  to 
higher  prices  by  reducing  their  purchases.  As  cigarette  purchases  decrease,  there  are  two  important 
questions.  First,  what  is  the  expected  decrease  in  cigarette  purchases  in  Missouri  owing  to  the  higher 
cigarette  excise  tax?  Second,  what  are  the  impUcations  of  the  decreased  purchases  on  tax  receipts  for 
state,  county  and  municipal  governments? 

The  Missouri  State  Auditor  provided  an  answer  to  the  first  question.  In  the  Fiscal  Note  for  Proposition  B, 
the  Office  of  Administration  calculated  the  expected  decrease  in  cigarette  purchases  in  Missouri.  In  this 
report,  I  assess  the  validity  of  the  underlying  assumptions  used  by  the  Office  of  Administration  in  their 
calculations.  The  State  Auditor's  Fiscal  Note  completely  ignored  the  fiscal  impact;  that  is,  How  will  the 
cigarette  excise  tax  affect  tax  receipts  paid  to  the  state,  counties  and  cities  in  Missouri?  In  the  current 
economic  environment,  with  budget  stresses  at  the  state  and  local  levels  continuing  from  the  last 
economic  recession,  the  answers  to  the  second  question  are  particularly  important. 

The  purpose  of  this  study  is  to  quantify  the  effects  that  the  excise  tax  increase  will  have  on  economic 
activity  and  fiscal  impacts.  In  particular,  I  am  interested  in  assessing  the  revenue  impacts  on  state  and 
local  jurisdictions.  I  structure  my  analysis  on  the  following  five  questions:  the  effects  on  (i)  statewide 
cigarette  sales;  (ii)  revenues  from  the  additional  excise  tax  and  the  expected  monies  distributed  to  the  new 
excise  tax  funds;  (iii)  revenues  paid  to  the  existing  excise  tax  funds;  (iv)  general  revenue  fund  from  sales 
taxes;  and  (v)  revenues  collected  at  the  county  level  and  for  selected  municipalities  across  the  state. 

The  report  is  organized  as  follows.  Section  2  provides  an  overview  of  the  most  important  elements  of 
Proposition  B.  In  addition,  I  describe  the  cuirent  excise  tax  stracture.  In  Section  3, 1  present  evidence  on 
state  excise  tax  receipts  over  time,  focusing  on  the  most  recent  evidence  as  a  way  to  initiaUze  the  analysis. 
I  quantify  the  expected  economic  impact  that  a  $0.73  increase  in  the  cigarette  excise  tax  will  have  on  the 
quantity  of  cigarette  packs  purchased  in  Missouri  in  Section  4. 1  compare  my  results  with  those  presented 
in  the  State  Auditor's  Fiscal  Note  and  compute  the  expected  fiscal  impacts  that  the  reduced  quantity  of 
cigarette  purchases  will  have  on  state  sales  tax  receipts.  In  Section  5, 1  compute  the  expected  sales  tax 
receipts  lost  by  county  and  selected  city  governments  because  of  the  reduction  in  cigarette  purchases 
accompanying  the  excise  tax  increase  under  Proposition  B.  I  consider  two  alternatives,  one  in  which  the 
cigarette  purchases  are  distributed  according  to  county  populations  and  another  in  which  there  is  a  border 


effect  for  counties  contiguous  to  Kansas,  Nebraska,  Kentucky  and  Tennessee.  I  pick  those  four  states 
because  Proposition  B  would  result  in  cigarette  prices  in  Missouri  being  higher  than  in  those  four 
contiguous  states.  An  alternative  analysis  conducted  by  Campaign  for  Tobacco  Free  Kids  is  presented  in 
Section  6  along  with  the  implied  expected  revenue  impacts  per  year.  Section  7  offers  a  brief  summary  of 
my  findings. 

2.  Proposition  B:  Key  Features  of  live  Law 

Currently,  Missouri  collects  17  cents  on  each  pack  of  cigarettes  sold  within  the  state.  Missouri's  state 
cigarette  tax  is  the  lowest  in  the  nation.  Table  1  provides  July  2012  data  on  state-level  cigarette  taxes  for 
all  fifty  states  and  the  District  of  Coltmibia.  As  Table  1  shows,  Missouri  appUes  the  lowest  tax  per  pack  of 
cigarettes  in  the  United  States.  The  next  lowest  state  cigarette  tax  is  Virginia's  $0.30  per  pack. 
Meanwhile,  New  York  State  collects  $4.35  per  pack,  followed  by  Rhode  Island  collecting  $3.50  per  pack. 

Table  1 


State  Cigarette  Excise  Taxes  and  Rankings 


State 

Tax 

Rank 

State 

Tax 

Rank 

State 

Tax 

Rank 

Alabama 

$0,425 

47* 

Kentucky 

$0,60 

40th 

North  Dakota 

$0.44 

!  46th 

Alaska 

$2.00 

11* 

Louisiana 

$0.36 

49th 

Ohio 

$1.25 

;  28th 

Arizona 

$2.00 

11* 

Maine 

$2.00 

11th 

Oklahoma 

$1.02 

'  31st 

Arkansas 

$1.15 

30* 

Maryland 

$2.00 

11th 

'  Oregon 

'  $1.18 

29th 

California 

$0.87 

Massachusetts 

$2.51 

10th 

Pennsylvania 

$1.60 

21st 

Colorado 

$0.84 

34* 

Michigan 

$2.00 

11th 

j  Rhode  Island 

$3.50 

:  2nd 

Connecticut 

$3.40 

3rd 

Minnesota 

$1.60 

21st 

South 
Carolina 

$0.57 

42nd 

Delaware 

$1.60 

2r' 

;  Mississippi 

$0.68 

37th 

South  Dakota 

$1.53 

24th 

District  of 

$2.86 

6* 

Missouri 

$0.17 

51st 

Tennessee 

$0.62 

39th 

Columbia 

Florida 

$1,339 

27* 

\  Montana 

$1.70 

'l7th 

j  Texas 

$1.41 

25th 

Georgia 

$0.37 

48* 

Nebraska 

$0.64 

38th 

$1.70 

17th 

Hawaii 

$3.20 

4* 

,  Nevada 

$0.80 

35th 

Vermont 

$2.62 

8th 

Idaho 

$0.57 

42nd 

New 

$1.68 

19th 

Virginia 

$0.30 

50th 

16* 

Hampshire 

Dlinois 

$1.98 

New  Jersey 

$2.70 

Washington 

$3,025 

5th 

Indiana 

$0,995 

32nd 

New  Mexico 

$1.66 

20  th 

West  Virginia 

$0.55 

44th 

Iowa 

$1.36 

26* 

:  New  York 

$4.35 

Wisconsin 

$2.52 

9th 

Kansas 

$0.79 

36* 

■I  North' 

$0.45 

45th 

Wyoming 

$0.60 

40th 

■  \  ^.Carolina'  / 

Source:  Campaign  for  Tobacco-Free  Kiids;  http://www.tobaccofieekids,Drg/ieseaich/factsiieets/pdyo697.pdf 


Proposition  B  is  on  the  November  2012  Ballot.  The  ballot  initiative,  if  passed,  would  increase  the 
Missouri  excise  tax  from  $0.17  to  $0.90  per  pack,  or  a  429  percent  increase  in  the  Missouri  cigarette 
excise  tax.  Additionally,  Proposition  B  repeals  a  provision  in  the  Missouri  escrow  statute  that  will  cause 
Non-Participating  Manufacturers  (hereafter  NPMs)  to  escrow  an  additional  $0,569  per  cigai^ette  paclc.  In 
doing  so,  the  base  price  for  NPM  cigarette  brands  will  increase  by  $0,569  per  pack. '  The  escrow  is  not  a 
tax  per  se,  but  acts  hke  a  tax  causing  the  price  of  the  NPM  brands  to  increase.  Cun  ent  law  allows  NPMs 
to  receive  a  refund  of  monies  escrowed  in  excess  of  the  state's  share  of  national  tobacco  settlement 
payments  and  allows  NPMs  to  receive  all  escrowed  monies  after  25  years.  Proposition  B,  if  implemented, 
would  deny  this  refund.  Thus,  when  coupled  with  the  cigarette  excise  tax  increase,  the  additional  escrow 
requirement  results  in  the  price  of  NPM  cigarette  brands  to  increase  by  more  than  760  percent. 

Proposition  B  also  includes  language  that  affects  retail  tobacco  sales.  Specifically,  the  tax  on  roU-your- 
own  cigarettes  will  increase  from  10  percent  to  35  percent  on  tobacco  sales.  Other  tobacco  products,  such 
as  cigars  and  smokeless  products,  will  be  subject  to  a  25  percent  tax  rate,  1 5  percentage  points  above  the 
current  10  percent  rate.  Wholesale  cigarette  sellers  apply  the  state  tax  stamp.  The  compensation  paid  to 
wholesalers  will  fall  from  3  percent  of  the  face  value  of  the  stamp  to  one-half  cent  per  stamp  under 
Proposition  B. 

Proposition  B  specifies  where  monies  from  the  tax  increase  are  to  be  distributed.  Monies  collected  from 
the  $0.73  cigarette  excise  tax  increase  will  not  go  into  the  state's  general  revenue  fund.  Rather,  the  state 
treasury  will  create  a  new  fund — the  Health  and  Education  Trust  Fund — and  revenues  from  the  excise  tax 
increase  are  dedicated  to  that  fund.  Within  the  Fund,  monies  will  be  allocated  into  three  separate 
accounts:  (1)  Tobacco  Use  Prevention  and  Quit  Assistance  Account;  (2)  Public  Education  Account;  and 
(3)  Public  Higher  Education  Account.  Monies  generated  by  the  proposed  cigarette  tax  hike  will  be 
distributed  as  follows:  20  percent  will  be  credited  to  the  Tobacco  Use  Prevention  and  Quit  Assistance 
Account,  50  percent  will  be  credited  to  the  Public  Education  Account,  and  30  percent  will  be  credited  to 
the  Public  Higher  Education  Account. 

The  bottom  line  is  that  if  Proposition  B  passes,  cigarette  prices  in  Missouri  will  increase  as  sellers  pass 
the  tax  increase  along  with  the  NPMs'  per-pack  fee  along  to  buyers.  With  an  increase  in  cigarette  prices, 
the  quantity  demanded  will  decline. 


^  Non-Participating  Manufacturers  are  cigarette  manufacturers  who  are  not  included  in  the  1998  Master  Settlement 
Agreement.  The  Master  Settlement  Agreement  (hereafter,  MSA)  required  the  states  to  pass  legislation  that  included 
a  provision  that  imposed  a  per-pack  fee  on  non-participating  manufacturers.  The  funds  were  to  be  placed  in  an 
escrow  account  and  applied  against  any  claims  made  by  a  state  against  a  NPM. 


3.  Proposition  B  revenue  impact 

Effective  October  1, 1993,  Missoxiri  implemented  its  $0.17  cigarette  tax.^  Figure  1  plots  the  cigarette  tax 
revenue  by  calendar  year  from  1993  through  201 1.  The  data  indicate  a  sizeable  increase  between  1993 
and  1994,  owing  partially  to  fact  that  the  cigarette  tax  was  $0.13  from  January  1, 1993,  through 
September  30,  1993. 

Figure  1  shows  that  cigarette  tax  revenues  peaked  at  nearly  $100  million  in  1996.  There  is  a  modest 
downward  trend  present  in  cigarette  taxes  collected  since  1996,  In  1996,  Missouri's  cigarette  excise  tax 

raised  $109.7  million.  Since  1996,  cigarette  taxes  have,  on  average,  fallen  1.1  percent  a  year.  In  2011, 
Missouri  reported  $88.67  million  in  cigarette  taxes  collected.  Note  that  the  Bureau  of  Labor  Statistics  has 
a  price  index  for  cigarettes.  According  to  their  data,  cigarette  prices  have  increased  at  average  annual  rate 
of  9.1  percent  since  1997.  The  price  increases  reflect  all  the  factors  affecting  the  equilibrium  retail  price, 
including  cigarette  tax  increases.^ 

It  is  straightforward  to  compute  the  number  of  cigarette  packs  purchased  in  Missouri.  Divide  the  cigarette 
excise  tax  revenue  by  the  excise  tax  per  pack  and  the  result  is  the  quantity  of  cigarette  packs  sold  in 
Missouri.  Thus,  divide  the  revenue  by  0.17. 

Figure  1 

Cigarette  Tax  Revenue-Missouri 
1993-2011  (Calendar  Year) 

120,000  - 
110,000  - 
100,000  - 

90,000  - 

80,000  1 
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^  See  Missouri  Revised  Statute  140.015. 

^  Other  factors  would  include  tobacco  costs,  labor  costs,  people's  preferences  and  the  hke. 
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Based  on  the  historical  cigarette  tax  revenue  collected,  the  number  of  packs  sold  in  Missouri  peaked  in 
1996  at  over  645  million  packs.  In  201 1,  the  quantity  sold  was  521,588,235  packs.  Compared  v/ith  1996, 
over  123  million  fewer  cigarette  packs  have  been  purchased  in  Missouri  in  201 1 . 


4.  Quantity  Effects 

The  purpose  of  this  section  is  to  compute  the  expected  number  of  cigarettes  sold  if  the  proposed  excise 
tax  is  implemented. 

The  Law  of  Demand  says  that  a  good's  quantity  demanded  is  negatively  related  to  the  price.  The  Law, 
however,  leaves  open  the  question  of  how  sensitive  the  quantity  demanded  is  to  an  increase  in  the  price. 
In  the  case  of  cigarettes,  the  conventional  wisdom  is  that  quantity  is  not  very  sensitive  to  price  changes. 

In  economics  parlance,  sensitivity  is  referred  to  as  elasticity.  Formally,  elasticity  is  the  percentage  change 
in  quantity  divided  by  the  percentage  change  in  price.  To  illustrate,  suppose  the  price  of  a  good  goes  up, 
say,  ten  percent  and  the  quantity  goes  down  by  three  percent.  In  this  example,  the  elasticity  of  demand  is 
0.3.  Because  the  number  is  less  than  one,  the  good's  demand  is  inelastic*  When  designing  a  tax  system, 
inelastic  goods  are  desirable  precisely  because  a  tax  increase  creates  a  smaller  distortion  in  terms  of  the 
change  in  the  quantity  chosen  by  consumers. 

The  demand  for  cigarettes  is  believed  to  be  inelastic.  It  may  be  trae  for  national  markets.  The  mistake 
made  by  state  governments  is  that  the  measure  of  the  elasticity  depends  on  the  definition  of  the  market. 
For  example,  at  the  national  market,  a  countiywide  price  increase  of  ten  percent  may  not  affect  the 
quantity  consumed  by  people.  In  contrast,  if  the  price  increase  is  focused  on  just  on  a  single  store,  people 
will  be  able  to  avoid  the  price  increase  by  purchasing  their  cigarettes  at  a  nearby  store.  From  the 
perspective  of  the  single,  price-raising  store,  the  elasticity  of  demand  is  infinity  since  the  quantity 
purchased  will  fall  to  zero.  If  the  market  is  small  geographically,  there  are  more  substitutes  for  cigarettes 
in  that  market  and  the  elasticity  increases. 

States  are  somewhere  between  the  global  market  size  and  the  single-location  size.  Given  the  price 
increase  that  accompanies  a  tax  hike,  the  implication  is  that  the  quantity  of  cigarettes  purchased  in 
Missouri  are  more  sensitive  to  such  a  price  increase  than  if  the  prices  of  all  cigarettes  across  the  country 
increased. 

Assumption  1:  The  elasticity  of  demand  for  Missouri  cigarettes  is  1.2. 

The  astute  reader  will  recognize  that  the  elasticity  is  a  negative  number  since  the  quantity  demanded  decreased  by 
three  percent  while  the  price  increased  hy  ten  percent.  It  is  standard  to  focus  on  the  absolute  value  of  the  elasticity. 
Hence,  throughout  this  report,  I  will  refer  to  the  elasticity  of  demand  as  a  positive  value. 


Assumption  1  plays  a  critical  role  in  computing  the  economic  impact  of  Missouri's  proposed  cigarette 
excise  tax  increase.  Because  the  excise  tax  increase  is  429  percent,  some  consumers  will  quit  smoking. 
Moreover,  consumers  presently  crossing  state  lines  to  purchase  lower-priced  Missouri  cigarettes  will  do 
so  less  frequently.  In  the  case  of  border  areas  between  Missouri  and  four  states—Kansas,  Nebraska, 
Kentuclcy  and  Tennessee — the  increase  in  the  Missouri  tax  will  result  in  Missourians  crossing  the  border 
into  these  four  states  to  purchase  lower-priced  cigarettes.  Goolsbee  and  Slemi-od  (2004)  fmd  that  the 
online  sales  alternative  raises  the  elasticity  of  cigarette  sales  to  between  1.2  and  2.  Tbroughout  my 
analysis,  I  use  the  lower  end  of  the  Goolsbee-Slemrod  range.  My  principal  reason  is  that  1 .2  is  a 
conservative  estimate  of  the  elasticity  of  state  cigarette  purchases  in  Missouri.  An  elasticity  of  2  is 
plausible,  but  with  changes  to  the  Jenkins  Act,  it  is  more  plausible  to  use  the  more  conservative  value. 

With  an  elasticity  value,  we  need  three  additional  values  to  compute  the  quantity  of  Missouri  cigarettes 
sold  under  the  proposed  excise  tax.  Specifically,  we  need  to  know  the  current  quantity  of  cigarettes  sold 
in  Missouri,  the  current  price  of  Missouri  cigarettes  and  the  projected  price  of  Missouri  cigarettes  with  the 
proposed  excise  tax  implemented. 

To  obtain  the  quantity  of  cigarette  packs  sold  in  Missouri,  we  use  the  amount  of  taxes  collected  in 
Missouri  and  divide  that  revenue  figure  by  $0.17,  which  is  the  current  cigarette  excise  tax.  In  calendar 
year  201 1,  the  Department  of  Revenue  reported  that  it  collected  $88,670,000  in  cigarette  excise  taxes.  At 
$0.17  per  pack,  this  implies  that  521,588,235  cigarette  packs  were  purchased  in  Missouri.^ 

,  The  current  consumer  price  is  obtained  from  the  report,  The  Tax  Burden  on  Tobacco,  Vol.  46  (2011).  Not 
all  cigarettes  packs  have  the  same  price.  Instead  a  weighted  average  price  is  reported  using  quantity  and 
price  data  for  the  different  cigarettes  sold  in  Missouri.^  In  201 1,  the  weighted  average  price  was  $4.30  in 
Missouri.  With  a  $0.17  excise  tax,  the  pre-tax  price  of  Missouri  cigarettes  is  $4.30  -  $0.17  =  $4.13.  Note 
that  the  pre-tax  price  is  relevant  because  Missouri  collects  sales  tax  on  cigarette  prices,  which  is  computed 
as  the  product  of  the  pre-state-excise-tax  price  and  the  sales  tax  rate. 

Assumption  2:  All  cigarette  excise  taxes  are  passed  through  completely  to  consumers. 

With  Assumption  2,  it  is  straightforward  to  compute  the  consumer  price  of  cigarettes  for  the  case  in  which 
the  proposed  excise  tax  is  implemented.  I  use  as  the  initial  consumer  price  of  cigarettes  in  Missouri.  By 
Assumption  2, 1  add  $0.73  to  the  cuiTcnt  consumer  price.  In  addition,  the  fee  charged  on  NPM's  cigarettes 
is  $0,569.  In  Missouri,  23  percent  of  the  cigarettes  purchased  are  from  NPMs.  Thus,  with  Proposition  B 


^  The  arithmetic  is  $88,670,000/$0.17  which  equals  the  number  of  cigarette  packs. 
'See  Table  14  on  p.  186. 
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passing,  the  price  is  $4.30  +  $0,73  +  (0.23)*($0.569).  Correspondingly,  the  consumer  price  must  account 
for  the  market  share  of  NPM  cigarettes  times  the  fee  applied  on  those  cigarettes.  The  projected  Missouri 
cigarette  price  is  $5 . 1 6  per  pack  if  Proposition  B  passes , 


With  the  current  price,  the  price  including  the  higher  state  excise  tax  and  fees,  the  current  quantity  and 
the  elasticity  of  demand  for  cigarettes,  we  can  compute  the  expected  number  of  cigarettes  sold  in 
Missouri  if  the  cigarette  excise  tax  is  raised  from  $0.17  to  $0.90.  The  equation  is  the  arc  elasticity 
formula,  represented  as 


where  e  is  the  elasticity  of  cigarette  demand,  q2  is  the  quantity  of  cigarettes  sold  with  the  proposed 
increase  in  the  cigarette  excise  tax,  qi  is  the  quantity  of  cigai'ettes  sold  in  2011,  P2  is  the  price  of 
cigarettes  with  the  proposed  increased  in  the  cigarette  excise  tax  and  pi  is  the  price  of  cigarettes  in  20 11 . 
With  excise  taxes  increasing  429  percent,  the  effect  on  consumer  prices  is  an  18  percent  increase.  With 
the  proposed  increase  in  the  cigarette  excise  tax,  I  compute  that  the  expected  number  of  cigarettes 
purchased  in  Missouri  will  fall  from  521,588,235  packs  a  year  to  429,360,450  packs  in  the  first  year  after 
the  excise  tax  increase  is  implemented.  Thus,  the  quantity  of  cigarettes  purchased  in  Missouri  is  expected 
to  decrease  by  92,227,785  packs 

Comparison  with  Missouri  State  Auditor's  Office  Fiscal  Note 

In  the  January  30, 2012  fiscal  note,  officials  from  the  Office  of  Administration  (hereafter,  BAP)  computed 
the  expected  revenue  impact  with  a  $0.73  increase  in  the  cigarette  excise  tax  implemented.  Table  2 
reports  the  values  for  the  price  elasticity  of  cigarettes,  the  cuiTent  price,  the  cuiTent  quantity,  the  expected 
price  if  the  $0.73  excise  tax  were  implemented,  and  the  expected  quantity  if  Proposition  B  passes  for  both 
the  baseline  model  and  the  BAP. 


£  = 


(<72  +  qi)/2  ■  (P2+Pi)/2 


Table  2 


Variable  Baseline 


BAP 


521,588,235 
Pi  $4.30 


$4.50 
$5.23 
0.8 


529,211,235 


P2  $5.16 
E  1.2 


q2  429,360,450 


469,281,167 


There  are  some  minor  differences  that  arise  because  BAP  used  Fiscal  Year  while  the  Baseline  uses 
calendar  year  values  for  the  initial  quantities.  In  addition,  BAP  uses  $4.50  as  the  initial  price  instead  of 
the  $4.30  Tax  Burden  on  Tobacco  report.  Lastly,  BAP  uses  a  smaller  price  elasticity  of  demand  for 
cigarettes.  Overall,  the  change  in  cigarettes  purchased  in  Missouri  falls  by  approximately  60  million  packs 
according  to  the  BAP  analysis  while  my  baseline  model  calculates  the  expected  number  of  packs 
piirchased  in  Missouri  to  decrease  by  approximately  92  million  packs. 

One  factor  plays  the  largest  role  in  accounting  for  the  discrepancy  between  my  findings  and  those 
presented  by  BAP  in  the  State  Auditor's  Fiscal  Note.  The  most  important  difference  is  the  value  of  the 
elasticity  of  cigarette  demand.  BAP  offers  no  economic  justification  for  using  the  elasticity  of  cigarette 
being  equal  to  0.8.  Instead,  they  reference  the  elasticity  estimates  by  Campaign  for  Tobacco  Free  Kids 
equal  to  0.4  and  the  Goolsbee  and  Slemi'od  value  of  1.2,  picking  the  midpoint  of  those  two  estimates.  A 
key  problem  with  settling  on  the  midpoint  is  that  the  Campaign  for  Tobacco  Free  Kids  estimate  is 
consistent  with  the  elasticity  of  cigarette  demand  in  the  national  market.  Here,  the  appropriate  measure  of 
market  is  the  state.  Therefore,  a  greater  elasticity  value  is  justified  in  this  analysis. 

It  follows  immediately  that  with  two  different  quantities,  the  fiscal  impacts  on  state  revenues  will  be 
different.  According  to  BAP's  calculations,  Missouri  should  expect  to  receive  an  additional  $332,387,140 
in  cigarette  tax  revenue  in  Year  1  of  the  cigarette  excise  tax  increase.  With  the  higher  elasticity  of 
cigarette  demand,  my  calculations  indicate  that  Year  1  expected  additional  cigarette  excise  tax  revenues 
are  $313,433,128.  Thus,  with  a  more  reasonable  elasticity  value,  the  expected  gains  in  cigarette  excise  tax 
revenues  will  decline  by  nearly  $19  million. 

4.1  Revenue  implications  for  new  and  existing  state  funds 

Currently,  cigarette  excise  tax  revenues  are  allocated  between  three  funds.  The  State  School  Money  Fund 
receives  $0.09  per  pack  sold  in  Missouri  while  the  Health  Initiatives  Fund  and  the  Fair  Share  Fimd  each 
receive  $0.04  per  pack.  Proposition  B  specifies  that  these  three  funds  will  be  held  harmless.  Indeed, 
stipulates  that  monies  from  the  $0.73  cigarette  excise  tax  will  be  allocated  to  each  fund  so  that  the  hold- 
harmless  condition  is  satisfied.  The  transfer  caimot  exceed  3  percent  of  the  new  additional  revenues. 

The  baseline  model  expects  that  annually  92  million  fewer  packs  of  cigarettes  will  be  purchased  in 
Missouri  if  the  $0.73  excise  tax  increase  is  implemented.  Multiplying  the  reduction  in  cigarette  packs 
purchased  in  Missouri  by  $0.17,  we  know  the  expected  reduction  in  monies  allocated  to  the  thi'ee  existing 
funds;  the  expected  reduction  is  $15,678,723  per  year.  According  to  the  cap  on  amounts  transferred  from 
new  revenues,  the  maximum  transfer  amount  is  0.03  times  $313,577,020,  which  equals  $9,402,994  per 


year.  The  difference  between  the  hold-haimless  amount  and  the  transfer  cap  is  $6,275,730  per  year.  If  the 
difference  is  allocated  among  the  three  existing  funds  by  the  allocation  formula,  then  the  State  School 
Money  Fund  will  see  its  funding  allocation  decline  from  the  cigarette  excise  tax  by  $3,322,445  per  year. 
In  addition,  the  Health  Initiatives  Fund  and  the  Fair  Share  Fund  will  each  see  their  funding  allocation 
from  the  cigarette  excise  tax  decline  by  $1,476,642  per  year. 

Monies  from  the  $0.73  increase  in  the  cigarette  excise  tax  are  dedicated  to  a  newly  created  Health  and 
Education  Trust  Fund.  Additional  costs  associated  with  implementing  the  increase  in  the  cigarette  excise 
tax  are  to  be  paid  from  this  fund.  The  additional  costs  carmot  exceed  1 .5  percent  of  the  revenues  from  the 
$0.73  excise  tax  increase.  Of  the  net  proceeds — ^that  is,  the  revenues  collected  from  the  $0.73  excise  tax 
increase  less  the  hold-harmless  transfer  less  the  additional  actual  costs — ^are  apportioned  among  three 
accounts.  The  Tobacco  Use  Prevention  and  Quit  Assistance  Account  is  credited  20  percent  of  the  new 
excise  tax  monies,  the  Public  Education  Account  receives  50  percent,  and  the  Pubhc  Higher  Education 
Account  receives  30  percent.  Based  on  the  expected  new  monies  calculated  in  the  baseline  model,  the 
Tobacco  Use  Prevention  and  Quit  Assistance  Account  will  receive  0.2  times  $299,328,637  per  year, 
which  equals  $60,491,180  per  year.  Meanwhile  the  expected  monies  credited  to  the  Public  Education 
Account  will  be  $151,227,951  per  year  and  the  Public  Higher  Education  Account  is  expected  to  be 
credited  $90,736,771  per  year. 

4.2  Sales  Tax  Revenues 

Missouri  collects  sales  tax  on  cigarettes  purchased  in  Missouri.  The  state  sales  tax  is  $0.04225  per  dollar 
of  cigarette  sales.  The  sales  tax  rate  is  applied  to  the  pre-excise  tax  price  of  the  cigarette  pack.  With  a 
decline  in  the  number  of  packs  purchased  in  Missouri,  sales  tax  collection  will  decline.  Of  the  $0.04225 
per  dollar,  three  cents  is  placed  in  Missouri  General  Revenue,  1/8  cent  is  dedicated  to  Conservation,  $0.01 
to  Education,  and  $0,001  to  Parks  and  Soil. 

Assumption  3:  Foregone  cigarette  purchases  are  not  spent  on  items  subject  to  Missouri  sales  tax. 

Hereafter,  I  will  refer  to  the  calculations  based  on  this  model  as  the  baseline  model.  The  baseline  model 
takes  the  difference  between  the  current  and  Proposition  B  quantity  of  cigarette  pui^chased  in  Missouri.  I 
multiply  this  difference  by  the  price  of  cigarettes  subject  to  the  sales  tax  by  the  sales  tax  rate.  I  fmd  that 
the  expected  decline  in  state  sales  tax  is  $1 6,093,057.  Of  this  amount,  there  will  be  an  expected  reduction 
in  General  Revenue  equal  to  $11,427,023  less  state  sales  tax  monies  collected  per  year. 

In  addition,  the  sales  tax  monies  dedicated  to  Education  will  decHne  by  $3,809,008  per  year,  sales  tax 
monies  dedicated  to  Conservation  will  decline  by  $476,126  per  year  and  sales  tax  monies  dedicated  to 


Table  3 


Annual  State  Revenue  Picture  with 
Cigarette  Excise  Tax  Increase  Implemented 

New  Revenues     ;  j 
:  $0.73  excise  tax       ■  $313,433,128 

■  increase 

.   less  hold  harmless   ;  $9,402,994 
transfer 

less  actual  cost  $4,701,497 
equals  net  new  $299,328,637 
revenues 
Revenue  Losses 
:  State  Sales  Tax  $16,093,057 
equals  General  $11,427,023 
Revenue 

phis  Education     i       $3,809,008  \ 

■  plus  Conservation  $476,126 

plus  Paite/Soils     '        $380,901  ' 

Source:  author's  calculations 

Parks  and  Soil  will  fall  by  $380,901  per  year. 

Table  3  provides  an  overview  of  the  annual  impact  to  state  revenue  if  the  cigarette  excise  tax  increases 
from  $0.17  to  $0.90. 

5.  County  and  Municipal  Revenue  Impacts 

In  this  section,  1  examine  the  effects  that  changes  in  the  cigarette  excise  tax  will  have  on  political 
subdivisions  within  Missouil  In  the  baseline  model,  there  is  no  assumption  regarding  the  distribution  of 
cigarette  purchases  within  Missouri.  In  other  words,  the  analysis  focuses  on  the  statewide  impact. 

What  is  the  distribution  of  cigarette  purchases  in  Missouri  by  county?  Direct  measurement  is  not  possible 
since  the  tax  data  are  not  compiled  at  the  county  or  city  level.  Therefore,  I  must  make  an  assumption  in 
order  to  pin  down  distribution  of  cigarettes  puixhased  in  each  of  Missouri's  1 14  counties  and  St.  Louis 
City."' 

Assumption  4:  Cigarette  purcliases  per  Missourian  are  constant. 


The  federal  excise  tax  is  applied  to  cigarette  manufacturers.  Thus,  the  state  and  local  sales  taxes  are  generally 
applied  to  the  wholesale  cigarette  price,  which  already  includes  the  federal  excise  tax.  However,  state  and  local  sales 
taxes  are  applied  against  the  sales  price  less  the  state  excise  taxes. 


Because  Missouri  cun-ently  has  the  lowest  cigarette  excise  tax  in  the  nation,  it  is  natural  to  expect  that 
Missouri  sells  cigarettes  to  people  living  outside  Missouri.  Hence,  the  distribution  of  population  along 
Missouri's  border  plays  a  big  role  in  detemiining  the  distribution  of  cigarette  sales  inside  Missouri. 
Assumption  4  embodies  the  population  of  people  living  along  the  Missouii  border  in  the  sense  that  if 
large  numbers  of  out-of-state  buyers  are  coming  to  Missouri  to  purchase  cigarettes,  there  will  be 
employment  in  those  Missouri  stores.  Insofar  as  population  is  positively  related  to  employment, 
population  in  the  Missouri  counties  will  mirror  cigarette  buying  out-of-state  folks.  Therefore,  I  assume 
cigarette  purchases  per  Missourian  is  a  constant  and  is  a  reasonable  proxy  for  cigarette  puichases  by 
coimty. 

Appendix  1  is  a  table  with  population  data  for  allll4  counties  in  Missouri  and  the  City  of  St.  Louis.  The 
population  data  are  201 1  levels  taken  from  the  United  States  Census  Bureau.  We  know  the  quantity  of 
cigarettes  piirchased  in  Missouri.  Divide  the  quantity  by  the  county  weight,  where  the  weight  is  simply 
the  fraction  of  Missouri's  state  population.  If  the  proposed  cigarette  excise  tax  is  implemented,  there  will 
be  a  decrease  in  the  quantity  of  cigarettes  purchased  in  Missouri.  I  use  the  expected  decrease  in  cigarette 
purchases  statewide  and  allocate  that  decline  by  the  population  of  people  living  in  each  Missouri  county. 
In  other  words,  each  county's  population  weight  is  multiplied  by  the  expected  quantity  of  cigarettes 
purchased  in  Missouri.  For  example,  if  County  X  has  10  percent  of  the  Missouii  population  and  statewide 
cigarettes  sales  decline  by  50  million  packs  because  of  the  cigarette  excise  tax  increases,  then  cigaixltes 
purchased  in  County  X  would  fall  by  5  million  packs. 

To  compute  the  expected  decline  county  sales  tax  revenues,  we  need  the  decrease  in  the  number  of 
cigarette  packs  sold.  Next,  multiply  the  decrease  in  the  number  of  cigarette  packs  sold  in  the  county  by 
the  pre-excise  tax  price  per  pack,  which  is  $4. 1 3 .  The  resulting  product  is  the  measure  of  sales  lost  by 
county.  Finally,  I  multiply  the  lost  sales  by  the  coxmty  sales  tax  rate  to  obtain  the  expected  decline  in 
county  sales  tax  revenues. 

Table  4  reports  the  county  sales  tax  rate  and  the  expected  decrease  in  sales  tax  revenue  for  each  county  in 
Missouri.  By  far,  the  largest  decline  in  expected  sales  tax  revenue  occurs  in  St.  Louis  County.  With  nearly 
1  million  inhabitants,  or  1/6*  of  Missouri's  population,  St.  Louis  County  would  see  cigarette  purchases 
decline  by  over  15.2  million  packs.  At  $4.13  per  pack,  this  amounts  to  amiual  cigarette  sales  falling  by 
over  $64  million.  In  St.  Louis  County,  the  sales  tax  rate  is  2.95,  resulting  in  sales  tax  revenue  faUing  by 
over  $1 .86  million  per  year.^ 


The  baseline  model  is  subject  to  forecast  eiTors.  For  example,  St.  Louis  City  collects  a  city  excise  tax.  For  Fiscal 
Year  2011,  it  is  possible  to  back  out  the  number  of  cigarette  packs  purchased  in  St.  Louis  City  from  the  city  excise 
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Expected  Annual  Sales  Tax  Revenue  Decreases 


By  County  With  Proposition  B  Passing 
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tax  receipts.  The  data  are  consistent  with  66.16  million  cigarette  packs  sold  in  St.  Louis  City  in  Fiscal  Year  20 11. 
The  baseline  model  assigns  St.  Louis  City  27.6  million  packs  by  its  population  share.  Note  that  expected  sales  tax 
revenue  decrease  is  not  necessarily  affected  by  the  initial  quantity  of  packs,  rather  the  change  in  the  packs  purchased 
in  St.  Louis  City  matters. 
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I 


$ 


6,769,380.76 


Table  4  also  shows  that  Worth  County,  with  a  population  of  2,150  inhabitants  and  a  sales  tax  rate  at  1.875 
percent  is  expected  to  see  county  sales  tax  revenue  decrease  by  more  than  $2,500  per  year  if  higher 
cigarette  excise  tax  is  implemented. 

Population  is  the  primaiy  variable  that  accounts  for  the  expected  sales  tax  revenue  decline;  large 
population  centers  are  expected  to  have  the  largest  cigarette  purchases.  However,  the  county  sales  tax  rate 
varies  across  counties.  St.  Louis  City  has  the  highest  sales  tax  rate  at  4.516  percent  while  Pulaslci  County 
has  the  lowest  rate  at  0.85  percent. 

Table  5  reports  the  ten  counties  with  the  largest  expected  sales  tax  revenue  decline  given  the  passage  of 
Proposition  B.  Nine  counties  are  expected  to  realize  a  sales  tax  revenue  decline  that  exceed  $100,000. 

Table  5 

Ten  Missouri  Counties  'with  Largest  Expected  Annual 
Decreases  in  Sales  Tax  Revenues  with  Proposition  B  Passing 


County 

Expected  Annual 
Sales  Tax 

Revenue  Decline 

St.  Louis 

'""$1,866,987"""' 

St.  Louis  City 

$910,255 

Jackson 

'$482,190 

St.  Charles " 

$399,162 

Jefferson 

$226,014 

Greene              i  $197,631 

Boone 

$131,198 

Clay 

$124,850 

Franklin 

$113,048 

Christian 

$87,133  i 

Total  Sales  fax 

""""  $4,538,468 

Decrease  for  10  Largest 
Counties 

1 

Source:  author's  calculations 


To  put  some  perspective  on  the  expected  decline,  it  would  be  useful  to  know  what  the  revenues  are  for 
some  of  these  counties.  For  example,  Governmental  Activities  Revenues  are  $660.5  million  in  201 1  for 
St.  Louis  County.  Thus,  the  expected  decline  in  sales  tax  revenues  is  0.3  percent  of  the  County's  budget. 
In  Boone  County,  Government  Activity  Revenues  are  $47.7  million.  The  expected  sales  tax  revenue 
decline  is  also  0.3  percent.  Meanwhile,  the  Greene  County  budget  is  $34.5  million  per  year  so  that  the 
expected  sales  tax  revenue  decline  is  nearly  0.6  percent  of  the  county  budget.  The  expected  sales  tax 
revenue  decline  is  not  a  large  fraction  of  county  revenues,  but  in  a  period  in  which  county  budgets  are 
struck  by  other  decHnes,  a  decline  in  sales  tax  revenues  will  further  stress  these  counties  to  maintain  their 
programs. 

5.1  Border  Effects 

In  the  county-level  analysis,  Assumption  4  holds  that  the  quantity  of  purchases  is  based  on  a  per- 
Missourian  basis.  In  other  words,  the  decline  in  cigarette  purchases  is  distributed  evenly  among 
Missoiirians. 

Assumption  4  notably  ignores  the  transaction  cost  borne  by  non-Missourians  who  purchase  cigarettes  in 
Missouri  presently  because  the  excise  tax  is  low.  Put  another  way,  Kansans  are  unlikely  to  drive  to  Cole 
County  (Jefferson  City)  to  buy  cigarettes.  Rather,  they  will  drive  to  Jackson  County.  If  the  cigarette 
excise  tax  increase  is  implemented,  that  flow  of  out-of-state  purchases  will  stop  as  the  Kansas  excise  tax 
will  be  lower  than  Missouri's  excise  tax. 

One  way  to  approach  this  is  to  alter  the  weight  associated  with  each  coimty's  cigarette  sales.  In  the 
baseline  model,  the  weight  is  the  ratio  of  the  county's  population  to  the  state's  population.  To  compute 
the  county's  share  of  the  reduction  in  cigarette  packs  purchased  in  Missouri,  I  take  the  weight  and 
multiply  it  by  the  state's  expected  quantity  of  cigarette  packs  after  the  implementation  of  a  $0.73  increase 
in  the  state  excise  tax.  If  a  county's  weight  decreases,  for  example,  then  the  expected  share  of  state's 
cigarette  purchased  in  that  county  will  decline.  In  other  words,  that  county  will  realize  a  larger  share  of 
the  reduction  in  state  cigarette  purchases  than  its  population  would  have  predicted. 

To  incorporate  a  change  in  county  weights,  I  take  as  given  the  statewide  expected  quantity  of  cigarette 
packs  purchased  after  implementing  the  higher  state  excise  tax.  This  means  that  the  county  weights  must 
continue  to  sum  to  one.  If  a  county  receives  a  smaller  weight  because  it  is  on  the  border,  then  non-border 
counties  must  receive  a  larger  weight. 

In  this  analysis,  I  construct  a  set  of  weights  such  that  imposes  three  conditions:  First,  to  address  the 
sensitivity  of  price  changes  on  cigarette  purchases  in  counties  that  border  Kansas,  Nebraska,  Kentucky 


and  Tennessee,  I  construct  a  set  of  county  weights  that  apply  smaller  weight  to  those  border  counties  that 
are  contiguous  with  those  four  states.  Second,  I  constract  those  county  weights  so  that  the  sum  across  all 
the  Missouri  counties  is  one.  Third,  approximately  25  percent  of  Missouri's  population  is  from  the  sixteen 
counties  that  border  the  same  four  states.  In  the  baseline  model,  these  sixteen  counties  account  for 
approximately  25  percent  of  the  decline  in  cigarette  purchases  by  construction.  In  the  border-sensitivity 
analysis,  I  construct  the  county  weight  such  that  33  percent  of  the  reduction  in  cigarettes  purchased  across 
the  state  falls  upon  those  counties  bordering  Kansas,  Nebraska,  Kentucky,  and  Tennessee.  In  other  words, 
these  border  counties  will  accoimt  for  one-third  of  the  expected  92-million  reduction  in  cigarette  packs 
purchased  in  Missouri. 

Table  6  reports  the  counties  that  are  contiguous  to  at  least  one  of  the  four  states  that  will  have  lower 
cigarette  excise  taxes  than  Missouri  if  Proposition  B  passes.  In  addition,  the  population  for  each  of  these 
sixteen  counties  is  included.  Table  6  shows  that  there  are  nearly  1 .5  million  inhabitants  in  these  sixteen 
counties. 

Missouri's  total  population  is  slightly  above  6  million  according  to  the  2011  Census  Bureau  reports. 
Hence,  the  sixteen  counties  account  for  24.8  percent  of  Missouri  total  population. 

To  raise  the  cigarette  purchases  in  the  sixteen  contiguous  counties  to  33  percent  of  total  purchases,  I 
modify  the  county  weights  for  the  border  counties  according  to  the  following  formula. 

PoPi  99 
I,%lpopj  115* 

Note  that  the  first  tenn  is  simply  the  population  weight  for  a  particular  county,  the  ratio  99  divided  by  1 15 
is  the  proportion  of  counties  contiguous  to  the  four  states  with  lower  cigarette  excise  taxes  if  Proposition 
B  passes,  and  the  teim  kisa  constant  that  is  set  so  that  the  sixteen  contiguous  counties  account  for  33 
percent  of  the  cigarettes  purchased  in  Missouri.' 

Alternatively,  the  county  weights  for  the  non-contiguous  counties  is 

^jilpopj^  115 


The  equation  represents  a  modification  to  the  county  weight  that  is  an  additive  constant.  Note  that  this  additive 
transformation  to  the  county  weight  means  that  the  smaller  population  counties  will  experience  a  disproportionate 
larger  change  to  their  county  environment  while  large  population  counties  will  realize  a  disproportionately  smaller 
change  to  their  county  weight. 


It  is  straightforward  to  verify  that  the  sum  of  the  modified  county  weights  sum  to  one.  By  setting  k  = 
0.00125,  the  fraction  of  cigarettes  sold  in  the  sixteen  contiguous  border  counties  accounts  for  33  percent 
of  total  change  in  cigarettes  purchased  in  Missouri. 

Table  6 
List  of  Missouri  Counties 


Contiguous  to  Kansas,  Nebraska,  Kentucky,  or  Tennessee 


;  County 

Population 

;  Atchison 

........ 

5,569 

I  Holt  7'                  l^ZZI  .1 

4,814' 

Andrew 

17,196" 

Buchanan 

'  '  89,666' 

Platte 

■  '  "'967903 

Clay    

"'225,161 

Jackson   

"  "676>60 

Cass  _       _  _  _   _ 

'160,652 

'  Bates 

I77608" 

Vernon 

20,963 

Barton 

12^327  i 

Jasper            _  _ 

118,435 

Mississippi 

' "  '  '14,306  ' 

New  Madrid   

18^783" 

Newton 

"  '""  58,'414 

Pemiscott  _ 

18,174 

Total  Population  for  16  counties  _ 

1,488^131 ' 

Table  7  reports  the  expected  sales  tax  revenue  decreases  for  each  Missouri  county  with  the  modified 
county  weights.  Note  one  consequence  associated  with  the  modified  coxmty  weights,  some  smaller 
counties  will  see  their  expected  sales  tax  revenue  increase.  Knox,  Mercer,  Schuyler,  Scotland,  and  Worth 
counties  realize  a  small  expected  sales  tax  revenue  gain  because  they  are  away  from  the  border.  Holding 
the  change  in  statewide  cigarettes  constant,  and  redistributing  the  losses  toward  the  border  counties,  the 
aiithmetic  shifts  the  change  in  sales  toward  the  non-contiguous  counties,  even  resulting  in  some  gains  in 
small  counties. 
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Table  7 


Expected  Sales  Tax  Revenue  Decreases  by  County 
With  Proposition  B  Passing  and  Modified  County  Weights 


I 

—   " 

j  Decrease  in  Annual 

v^UlllllV 

i  Sales  Tax  Revenue 

Adsir 

d; 

j  /TlUUICVv 

_<J> 

SO  Qfi4  ^9 

<t 



Audrain 

<c 

<t 

_£ 

1  JDailUIL 

$  

26j893.50 

t  JDaiCd 

4? 

;  Benton 

<D 

3) 

■ 

• 

$ 

127,343.57 

:    XJ  U  vJLlClllCui 

;  jDUllcr 

•     OA  91 7  "^ft  ' 
ZH",Zi  /  .JO  J 

* 
$ 

C         O  AO  ! 

5,o3o.05  J 

$ 

25,Uo5.zo  1 

[  uamaen 

$  "_.r 

30,744.63 

:  v_/ape  vjirarQcoU 

J  

 45,47_8._21  _ 

Carroll 

$  ^ 

3,765.40 

Carter 

 949,61  1 

^  Cass 

J  

103,106,67  1 

1  Cedar 

..$_,.. 

5,75_5,00  j 

Chariton 

$ 

 3,634.30  I 

Christian 

$ 

81,736.08  1 

Clailc   

$ 

 2,_728.11  } 

141,546_.67  ! 

Clinton 



10,090.18  1 

Cole 

$ 

68,042.41  1 

Cooper 
Crawford 

Dade  

Dallas 

Daviess  

DeKalb 

Dent  

Douglas 
Dunklin 


14,191.13 
22,105,96 

3,260.97 
15,060,02_ 

3,276.10 


5j^006,59 
6,850J4 
5,501.52 
17,178.18 


j  Franklin 

1  $_ 

107,650.84 

Gasconade 

'  $ 

8,976.17 

,  Gentry 

1,216.40 

;  Greene 

$ 

194J61.70 

1  Grundy 

$ 

5,096.42 

1  Harrison 

$ 

3,168.13 

j  Henry 

.1- 

10,996.38 

]  Hickory 

$ 

4,526.09 

!  Holt 

1  $ 

55,_33J.16 

■Howard 

'  $ 

8,456.01 

:  Howell 

; 

21,261.92 

,  Iron 

$ 

5,503.26 

1  Jackson 

J.. 

503,656.90 

;  Jasper 

.  J.. 

91,781.38  _ 

Jefferson 

221,002.94 

Johnson 

$ 

76,951.68 

Knox 

$  (938.52) 

:  Laclede 

19,498.81 

]  Lafayette 

29,18631 

Lawrence 

$ 

 32,084.68 

'  Lewis 

$ 

 .,,7,959.47 

'  Lincoln 

$ 

53,463.62 

Linn 

$ 

4,879.22 

Livingston 

$ 

4,851.41 

McDonald 

$ 

 22,953.46 

Macon 

$ 

 9344,74 

Madison 

A... 

6,966.17 

Maries 

'$ 

4,546.32 

Marion 

A .... 

_  17,003.47 

Mercer 

$ 

(1,514,95) 

Miller 

$ 

12,612.96 

i  Mississippi 
i  Moniteau 
i  Monroe 
j  Montgornery 
j  Morgan 
'  New  Madrid 
I  Newton 
i  Nodaway 

Oregon 

Osage 


$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 


_49,258.30 
10,295.03 

24,508.58, 
8,21037 
9,90831 
30,984.70 
49,086.71 
11,787.88 
3,897.61 
10,034.65 


Ozark 

1  $ 

4,494.72 

1  Pemiscot 

i  $ 

38,248.47 

;  Peixy 

1  $ 

 16,842.12 

Pettis 

$. 

23,644.51 

Phelps 

$ 

22,264.82 

Pike 

$ 

17,370.51 

Platte  



iq_5,445._39 

Polk 

$ 

16,668^68 

Pulasld 

[.   

22,960.03 

Putnam 

Li--  

141.32 

Ralls 

$ 

6,862.40 

Randolph  

L$  

12,977.98 

Ray 

$_  

17,455.58 

!  Reynolds 

$ 

1,090,93 

Ripley 

"■$ 

8,817.86 

[  St.  Charles 

"$ 

393,842.27 

;  St.  Clair 

_  U12,81„ 

I  Ste.  Genevieve 

$. 

16,802.71 

:  St.  Francois_ 

$ 

48,090,74  . 

i  St,  Louis 

 . 

1,857,889.14  , 

i  Saline 

$ 

18,961.71 

Schuyler 

$ 

_  (615:33L 

Scotland 

$ 

(30.50) 

Scott 

$ 

21.716.78 

Shannon 

$ 

2,259.48  j 

i  Shelby 

$  

1,343.62  j 

;  Stoddard 

$ 

15,804.94  ■ 

:  Stone 

$. 

30,382.31  ' 

Sullivan 

$ 

3,123.78 

Taney 

$ 

49,294.66  | 

Texas 

$ 

20,027.80  ; 

Vernon 

'$  

32,366.18 

Warren 

$ 

35,042.03 

Washington 

„$.,_._ 

.32,017.19 

Wayne 

$ 

5,455.26 

Webster 

$ 

35,512.49  1 

Worth  \ 

$ 

(3,227.74)  ' 

Wright 

$ . 

8,776.51  i 

St.  Louis  City  i 

$  

896,327.66  ] 

Total  County  Annu^  Sales  | 

i 

Tax  Revenue  Loss  j 

$ 

6,684,847.26  i 
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In  addition,  other  non-contiguous  counties  would  see  the  decline  in  their  expected  sales  tax  decreases 
become  smaller  as  the  distribution  of  cigarette  piuxhases  in  Missouri  shifts  away  from  the  contiguous 
counties.  For  example,  in  the  baseline  model,  St.  Louis  City  is  expected  to  see  sales  tax  revenues  decrease 
by  more  than  $91 0,000  per  year.  In  the  modified  border  coimty  model,  the  expected  sales  tax  revenue 
decrease  is  smaller,  declining  by  $896,000  per  year. 

Table  8  reports  the  expected  sales  losses  in  the  baseline  and  the  modified  border  cotinty  models  for  the 
sixteen  counties.  Most  of  the  counties  contiguous  to  Kansas,  Nebraska,  Kentucky  and  Tennessee  are 
small  in  terms  of  population.  The  nature  of  the  modified  border  county  weight  affects  these  small 
population  counties  disproportionately.  Consequently,  Table  8  shows  that  the  expected  sales  tax  revenues 

Table  8 

Expected  Annual  Sales  Tax  Loss  Comparing 
Baseline  Model  to  Modified  Border  Model 


!  £xpected  Annual    j  Expected  Annual 


County 

Loss  (Baseline) 

Loss  ^od  Border}^ 

Andrew 

$18,525 

$50,964 

Atchison 

 $7,940...^  

$50,875 

Barton 

$7,812 

$26,894 

Bates  

$10,788 

$29,860 

1  Buchanan 

$62,500 

$83,490 

Cass 

$79,254 

$103,107 

ciSIIZ" 

 $124,850  

$141,547 

Holt 

 $7,627_  

$55,331 

Jackson 

$482,190 

$503,657 

Jasper 

$73,177 

$91,781 

Mississippi 

$15,865 

$49,258 

New 

Madrid 

$11,903 

$30,985 

Newton 

$32,390 

$49,087  i 

Pemiscott 

$14,396  

$38,248 

Platte 

$79,208 

$105,445  i 

Vernon 

$13,284 

$32,366  i 

Source:  author's  calculations 

will  decrease  substantially  more  when  the  border  effect  is  taken  into  account.  For  example,  Andrew  and 
Atchison  counties  are  expected  to  see  county  sales  tax  receipts  decline  by  more  than  $50,000  per  year 


with  a  strong  border  effect.  Compared  with  expected  sales  tax  receipts  with  no  strong  border  effect, 
expected  county  sales  tax  receipts  fall  by  approximately  $  1 8,000  per  year  in  Andrew  and  less  than  $8,000 
per  year  in  Atchison  when  no  border  effect  is  considered. 

If  the  distribution  of  expected  sales  tax  losses  is  too  heavily  shifted  to  small  counties,  there  is  another  way 
to  look  at  things.  Instead  of  county-by-county,  suppose  one  is  interested  in  the  sum  of  the  expected  sales 
tax  losses  across  the  sixteen  border  counties.  With  no  sti'ong  border  effect,  the  expected  sales  tax  losses 
total  $1,041,709.  With  a  strong  border  effect,  expected  sales  tax  losses  total  $1,442,895.  Thus,  with 
greater  border  sensitivity,  expected  sales  tax  losses  in  those  sixteen  border  counties  increase  by  about 
$400,000. 

It  is  possible  to  construct  a  variety  of  ad  hoc  distributions  such  that  the  extra  $400,000  in  expected  sales 
tax  revenues  is  distributed  differently  across  the  border  counties.  For  example,  Jackson  County  accounts 
for  roughly  40  percent  of  the  population  in  these  sixteen  border  counties.  Suppose  one  were  to  allocate  the 
extra  $400,000  in  expected  sales  tax  revenue  decreases  by  population.  Jackson  County's  expected  sales 
tax  revenue  decrease  would  be  $482,000  per  year  with  no  border  effect.  In  contrast,  with  a  strong  border 
effect  and  the  distribution  of  expected  sales  taxes  consistent  with  population  centers,  Jackson  County's 
expected  sales  tax  revenue  decrease  would  rise  to  $660,000  per  year. 

5.2  City  Sales  Tax  Revenues 

With  cities  in  Missouri  also  applying  sales  tax  rates,  a  reduction  in  cigarette  sales  will  also  affect 
municipal  sales  tax  receipts.  Here,  I  use  the  baseline  model  developed  for  the  county-level  analysis  to 
calculate  expected  sales  tax  losses  at  the  city-level. 

Table  9  reports  the  expected  decline  in  city  sales  tax  rates  and  receipts  for  Missouri  cities  with  population 
exceeding  20,000  inhabitants.  The  municipal  tax  rates  range  from  0.5  percent  in  Wildwood  to  3  percent  in 
Maiyland  Heights.  The  Baseline  City  model  indicates  that  the  expected  decline  in  sales  tax  revenue  is 
over  $837,000  for  Kansas  City.  Kansas  City  collects  slightly  less  than  $138  million  in  sales  tax  revenues 
so  that  the  reduction  accounts  for  about  0.6  percent  of  revenues  from  this  source.  Overall,  seven  Missouri 
cities  (excluding  St.  Louis  City)  would  see  expected  sales  tax  revenues  decrease  by  more  than  $100,000. 
Springfield  collects  nearly  $111  million  in  city  sales  taxes,  so  with  a  decrease  in  sales  tax  receipts  equal  to 
nearly  $215,000  accounts  for  about  0.2  percent  of  sales  tax  receipts.  The  total  expected  annual  decrease  in 
city  sales  tax  receipts  across  the  20  largest  mruiicipalities  is  $2.6  million. 


Table  9 

Expected  Annual  Sales  Tax  Revenue 


Decreases  By  City  With  Proposition  B  Passing 


Decrease  in 

Sales 

Annual  City 
Sales  Tax 

Tax  Rate 

Municioalitv 

Revenue 

 0.02 

'  Columbia 

0.02375 

1  St.  Joseph 

lis  S5f? 

'  0.0275 

i   

■  Cape  Girardeau 

;  $ 

66,119 

0.025 

Liberty 

$ 

46,180 

 ao2 

Jefferson  City 

$ 

H599 

6.02125 

Springfield 

$ 

214,784 

_  0.015 

Blue  Springs  ^  

$ 

 .49,?76 

q.02_ 

Grandview 

i- 

31,020 

0.0225 

Independence 

$ 

166,581 

0.02875 

Kansas  City 

$ 

837,688 

 0,0225 

Lee's^unmiit 

$ 

130,270  i 

0.0275 

Raytown  j 

$ 

5M55J 

0.02625 

Joplin 

$ 

83,423  j 

0.0125 

Arnold 

$ 

16,483_  1 

0.02375 

Sedalia 

$ 

32,189 

 PJ02 

O'Fallon 

$ 

100,542 

0.015 

St.  Charles 

$  62,541 

0.016 

St.  Peters 

$ 

53,307 

0.025 

Wentzville 

$ 

46,055 

L  o.-?075 

Florissant 

$ 

24,790  ; 

0.01 

Chesterfield 

$ 

JQ.Q91  ' 

0.015  i 

Hazelwood 

$ 

24,622  \ 

0.015 

Kirkwood 

$ 

26,178  1 

0.03 

Maryland  Heights 

$ 

52,227 

0.01 

Ballwin  

$ 

J9.267 

"     '  0,03 

University  City 

$ 

11,."6L244_ 

o.(n 

Webster  Groves 

$ 

28,257  1 

/  0.005 



Wildwood 

Total  for  Largest  i 

Municipalities  | 

1... 

11,254  : 

1 

2,580,214 

Source;  author's  calculations 


The  point  is  that  the  loss  may  not  be  a  sizeable  portion  of  the  sales  tax  receipts.  However,  the  expected 
losses  in  the  current  economic  environment  are  challenges  for  cities  that  see  revenues  decline  and 
program  cutbacks. 

5.3  City  and  County  Excise  Tea 

In  addition,  many  cities  and  both  St.  Louis  and  Jackson  counties  in  Missouri  impose  an  excise  tax  on 
cigarettes.'"  Table  10  reports  the  decrease  that  would  occur  for  selected  city  and  county  cigarette  excise 
taxes  if  Proposition  B  passes.  I  have  also  divided  the  local  political  subdivisions  into  regions  around  the 
state.  Table  10  uses  the  calculated  expected  change  in  cigarette  sales  from  the  baseline  model.  For  the 
selected  cities  and  counties  included  in  Table  10,  the  range  of  excise  tax  is  from  $0.02  in  Poplar  Bluff  to 
$0.10  in  St.  Charles,  Kansas  City,  Lee's  Summit,  and  Columbia. 

Some  of  the  most  notable  annual  decreases  are  expected  to  occur  in  the  St,  Louis  and  Kansas  City 
regions.  Both  St.  Louis  City  and  St.  Charles  would  expect  their  cigarette  excise  tax  receipts  to  decrease  by 
more  than  $300,000  and  $100,000  per  year,  respectively.  Kansas  City  is  expected  to  suffer  the  largest 
decrease  in  city  excise  tax,  losing  more  than  $700,000  in  cigarette  excise  taxes  per  year  if  Proposition  B 
passes.  Lee's  Summit  is  expected  to  have  their  cigarette  excise  tax  decrease  by  more  than  $140,000  per 
year.  St.  Louis  County  and  Jackson  County  are  expected  to  see  excise  tax  receipts  decrease  by  more  than 
$500,000  per  year  each.  Overall,  the  St.  Louis  and  Kansas  City  regions  expect  excise  tax  receipts  to 
decrease  by  $  1 .2  million  and  $1 .5  miUion  per  year,  respectively. 

Springfield  and  Columbia  are  the  other  Missouri  cities  that  expect  cigarette  excise  taxes  to  decrease  by 
more  than  $100,000  per  year.  For  the  selected  group  of  cities  and  counties  with  excise  taxes  included  in 
Table  10,  the  total  decrease  in  excise  tax  collections  is  $3.2  million  per  year. 

5.4  Funds  Harmed  by  Proposition  B 

Three  types  of  ftinds  are  harmed  if  Proposition  B  passes.  In  each  of  these  three  cases,  receipts  are 
expected  to  decrease  precisely  because  the  proposed  $0.73  increase  in  Missouri  cigarette  prices  induces  a 
decline  in  the  quantity  of  cigarettes  ptjrchased  in  Missouri.  First,  there  is  the  set  of  funds  to  which  the 


In  the  case  of  St.  Louis  City,  the  baseline  model  underpredicts  the  initial  quantity  of  cigarettes  purchased  while  the 
baseline  model  overpredicts  the  initial  quantity  for  Jackson  County.  For  Fiscal  Year  201 1,  the  excise  tax  implies  that 
47.48  million  packs  were  purchased  in  Jackson  County.  The  baseline  model  assigns  the  quantity  of  cigarette  packs 
purchased  in  Jackson  County  to  be  58.7  million  packs. 


Table  10 

Expected  Annual  Reduction  in  Local  Cigarette 
Excise  Tax  Receipts  with  Proposition  B  Passing 


Expected  Annual 
Decrease  in 


Expected  Annual  Decrease 


j 

Source:  author's  calculations 


Statewide  exdse  total  _  [ 


Citv  or  County 

Cigarettes 

Excise  Tax 

in  Excise  Tax  Revenues 

:  St.  Louis  Region: 

1    

1 

i    _  _  

j      St.  Louis  City 

4,880,440 

$0.07 

$341,631 

'     St.  Charles  City 

1,009,541 

$0._10 

 $100,954 

:     St.  Peters  City 

806,709 

$0.05 

!  $40,335 

j    St.  Louis  County 

15,323,895 

$0.05 

$766,195 

:     Regional  Total 

_  _. .  

\  $1,249,115 



Kansas  City  Region; 

Kansas  City 

7,054,956 

$0.10 

$705,496 

Independence 
Blue  Springs 

_  1.729,635 
806,709 

$0.04 

$86,482 
 $32,268 

Lee's  Summit 

1,401,886 

$0.10 

$140,189 

St.  Joseph 

1,178,160 

$0.05 

  $58,908 

Jackson  County 

10,378,044 

$0.05 

$518,902  ' 

Regional  Total 

$l,542j^245 

1  Southwest  Region: 

_   ; 

Springfield 

■■■■ *  ■  

2,447,332 

$0.05 

$122,367  : 

Joplin 

769,500 

$0.04 

$30,780  i 

Regional  Total 

■  """  

 _  ._   ^   

$153J47 

Southeast  Region: 

Cape  Girardeau 

582,165 

$0.03 

$17,465  1 

Poplar  Bluff 

261,200  1 

$0.02 

$5,224  j 

Regional  Total 

$22,689  1 

Central  Region: 

Columbia 

1^64,820  ; 

$0.10 

$166,482  i 

Rolla 

300,113  ■ 

$0.05 

$15,006  1 

Kirksville 

268,596  \ 

$0.05 

$13,430 

Regional  Total 

$194,917  1 

current  $0.17  state  cigarette  excise  tax  is  dedicated.  Second,  there  are  sales  tax  receipts  paid  to  the  state, 
county  and  municipalities.  Third,  there  are  local  cigarette  excise  taxes  paid  to  counties  and  cities. 


Table  1 1  summarizes  the  expected  annual  decrease  in  each  of  the  three  types  of  harmed  funds.  By  adding 
across  the  three  types  of  harmed  iunds,  the  total  expected  decrease  is  $34.8  miUion. 


Table  11 
Summary  of  Funds 
Harmed  by  Proposition  B 


J 1  !.-<■":," S ! H ! J t S ' y * M i'il'  ."i 

Dedicated  Funds 

from  $0.17  State 

Excise  Tax 

$6.3 

State  Sales  Tax 

$16 

County  Sales  Tax 

$6.7 

Selected  City 

Sales  Tax 

$2.6 

Selected  City  and 

County  Excise 

Tax 

$3.2 

Total  Harmed 

Missouri  Funds 

34.8 

6.  Analysis  by  Campaign  for  Tobacco  Free  Kids 

In  a  separate  quantitative  analysis,  the  Campaign  for  Tobacco  Free  Kids  expected  decline  in  cigarette 
packs  is  157,615,632."  Note  that  if  one  were  to  use  the  larger  expected  reduction  in  cigarette  packs,  the 
expected  impact  that  Proposition  B  would  have  on  state,  county  &  municipal  revenues  is  $67.7  million 
per  year.  The  revenue  declines  are  allocated  on  an  annual  basis  as  follows: 

•  $18.8  miUion  per  year  from  existing  funds  =  $10.0  million  from  the  State  School  Money  Fund  + 
$4.4  million  from  the  Health  Initiative  Fund  +  $4.4  million  from  the  Fair  Share  Fund. 

•  $43.5  million  per  year  in  sales  taxes  =  $27.5  million  state  +  $1 1.6  million  coimty  +  $4.4  million 
municipals. 

•  $5,4  million  per  year  in  local  cigarette  excise  taxes. 

Please  refer  to  Appendix  2  for  Tables  detailing  the  $67.7  million  per  year  revenue  decrease. 


Data  prepared  by  Campaign  for  Tobacco  Free  Kids  submitted  by  Robert  L  Hess,  II  to  the  Missouri  State  Auditor 
and  included  in  the  Fiscal  Note  preparation  for  the  Prop  B  fiscal  summary. 


7.  Summary 


Missouri's  Proposition  B  seeks  to  add  $0.73  to  the  state  cigarette  excise  tax,  raising  the  total  state  excise 
tax  on  a  pack  of  cigarettes  from  $0.17  to  $0.90.  Additionally,  Proposition  B  increases  the  escrow 
requirement  for  NPMs  by  $0,569  per  pack.  With  a  higher  cigarette  excise  tax  and  NPM  escrow 
requirement,  cigarette  prices  will  increase.  Consumers  will  respond  to  the  price  increase  by  reducing  the 
quantity  of  cigarettes  purchased  in  Missouri.  Some  Missourians  will  stop  smoldng,  other  Missourians  will 
reduce  their  in-state  purchases  and  out-of-state  consumers  will  reduce  their  purchases  in  Missouri. 

The  results  of  this  analysis  are  summarized  as  follows: 

•  The  expected  quantity  of  cigarettes  purchased  in  Missouri  decreases  from  521  miUion  packs  to 
429  million  packs  per  year; 

•  The  expected  revenues  from  the  net,  new  excise  tax  is  $299  million  per  yeai",  and  not  $332 
milhon,  after  transferring  monies  to  hold  existing  funds  harmless  and  additional  costs  are 
accounted  for; 

•  These  existing  flmds  will  suffer  reduced  funding,  totaling  $6.3  million  per  year: 

o    Expected  monies  paid  into  the  State  School  Money  Fund  will  decrease  by  $3.3  million 
per  year; 

o    Expected  monies  paid  into  the  Health  Initiative  Fund  will  decrease  by  $  1 .5  million  per 
year; 

o    Expected  monies  paid  into  the  Fair  Share  Fund  will  decrease  by  $1 .5  milhon  per  year; 

•  Cigarette  pwchases  are  subject  to  state  sales  tax  and  the  state  sales  tax  receipts  are  expected  to 
decrease  by  $16  million  per  year: 

o   Net  General  Revenue  is  expected  to  decrease  by  $  1 1 .4  million  per  year; 
o   Sales  tax  receipts  dedicated  Education  are  expected  to  decrease  by  $3.8  million  per  year; 
o   Sales  tax  receipts  dedicated  to  the  Conservation  Department  are  expected  to  decrease  by 
$500,000  per  year; 

o   Sales  tax  receipts  dedicated  to  Parks  and  Soils  are  expected  to  decrease  by  $400,000  per 

year; 

•  Sales  tax  receipts  collected  by  Missouri  counties  and  cities  are  also  expected  to  decrease: 

o    Sales  tax  receipts  collected  by  Missouri  coxmties  are  expected  to  decrease  by  $6.7  million 
per  year; 

o    Sales  tax  receipts  collected  Missouri's  20  largest  municipalities  are  expected  to  decrease 
by  $2.6  million  per  year; 

•  Excise  tax  receipts  are  expected  to  decrease  as  the  quantity  of  cigarette  packs  decrease: 

o    In  the  1 5  cities  and  counties  in  Missouri  in  which  the  excise  tax  is  applied  against 
cigarette  packs,  the  expected  decrease  statewide  is  $3.2  million  per  year. 


Thus,  if  Proposition  B  passes,  tax  revenues  for  state,  county,  and  municipal  coffers  will  decrease  by  at 
least  $34.8  million  per  year. 
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Appendix  1 


County  Population  Table 


.  Countv 

j  2011  Pop 

County 

2011  Pop 

Adair 

;  25,552 

Dallas 

16,749 

Andrew 

i  17,196 

j 

Daviess 

8,313 

1  Atchison 

j  5,569 

DeKalb 

.12,767  . 

1  Audrain 

1  25,566 

Dent 

15,676 

Bariy 

35,282 

Douglas 

13,548 

Barton 

12,327 

Dunldin 

31,974 

Bates  

17,_00_8  .  _ 

FranMin 

101j938_ 

Benton 

19,115 

Gasconade 

1  C  1  iCO 

15,loo 

Bollinger 

12,356 

Gentry 

o,7oo 

:  Boone 

165,627 

i  Greene 

277,214 

Buchanan 

on  z"/" A 

89,660 

■ 

JjGrundy 

1  A  '^'^  O 

10,228 

•  ■■ 

jjUiier 

j  Harrison 

OjOOO  1 

.  i^aiuweu 

OTIS 

Hemy 

1  i^auaway 

A  A  Aon 

Hickory 

Q  fiOS 

i7,0ZO 

:  Camden 

Holt  

A  01  A 

4,ol4 

j  Cape 
Girardeau 

76,632 

Howard 

10^04 

Carroll 

9,620 

Howell 

40,655 

Carter 

6,365 

Iron 

10,656 

Cass 

100,052  _ 

Jackson 

676^360 

1  Cedar 

13,948 

Jasper 

_J1 8,435 

!  Chariton 

 7,734  

Jefferson 

21_9,480_ 

1  Christian 

78,570 

Johnson 

53,439 

[  Clark 

7,019 

Knox 

4,126 

Clay" 

225,1 61  _ 

Laclede 

35,636 

Clinton 

20,789 

Lafayette 

33,209  J 

Cole 

76,448 

Lawrence 

38,620 

Cooper  1 

17,663  i 

1 

 ) 

Lewis  j 

10,155  : 

Crawford  ! 

24,800  1 

Lincoln  j 

53,076  : 

Dade  \ 

7,807  i 

i  Linn  \ 

12,566  . 
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County  Population  Table  (cent.) 


i  County 

2011  Pod 

  — 

r   —  

County 

2011  Pod 

■  Livingston 

,  15,074 

Randolph 

25,346 

1  McDonald 

22,977 

Ray 

23,230 

Macon 

15,591 

Reynolds 

6,588 

Madison 

12,195 

Ripley 

14,143 

Maries 

9,171 

StJCharles  

365,151 

i  Marion 

OQ  Tin 

St.  Clair 

y,0'H 

j 

Ste." 

1  Mercer 

3,804 

Genevieve 

18,124 

•i  Miller 

24,770 

St.  Francois 

65,577 

i  Mississioni 

14,306 

j  St.  Louis 

998,692 

Moniteau 

15,697 

Saline 

23,280 

Monroe 

8,734 

Schuyler 

4,381 

Montgomery 

12,270 

Scotland 

 4,828 

Morgan 

20,502 

Scott 

39,136 

New  Madrid 

18,783 

Shannon 

8,432 

Newton 

58,414 

Shelby 

6,280  j 

Nodaway 

23,468 

Stoddard 

29,807  i 

Oregon 

11,017 

i  Stone 

32,263  J 

Osage  ! 

13,915 



SuUivan 

6,659  i 

;  Ozark  ; 

9,595 

Taney 

52,736 

'  Pemiscot 

►  -  ! 

18,174 

Texas 

25,936  1 

■  Perry 

 J-—  ■-■  -1 

19,041 

Vernon 

20^963 

Pettis  i 

42,178 

    " 

Warren 

32,515 

_Phel|)s  j 

_45^20_ 

Washington 

25,076  j 

Pike  \ 

18,572 

Wayne 

13,475  ; 

Platte  1 

90,9_03_ 

Webster 

35,439  j 

Polk  i 

31,170 

Worth  1 

2,150  j 

Pulaski 

.53,175 

Wright 

18/716  i 

Putnam  ' 

4,978 

" ' i 
  __j 

St.  Louis  City  1 

318,069 

Ralls 

10,281 

i 
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Appendix  2 


Table  2A.1 

Expected  Annual  Sales  Tax  Revenue  Decreases 
By  County  With  Proposition  B  Passing  Using  CTFK  Elasticity 


~  ~"  ■  

 _   . 

! 

j  Decrease  in 

1  Annual  County 

r^ftiinf~v  iSalps 

1  Sales  Tax 

Tax  Rate 

County 

Revenue 

0.01 

Adair 

•1: 

97  fi79 

0.017_ 

Andrew 

(D 

!t> 

0.0225 

Atchison 

<t 

1 Q  C7r\  1  < 
13, J  /U.lo 

0.01875 

Audrain 

it" 

'^1  014  '^A 

U.Ui/.J 

Ban"y 

i 

47  7/^9  (^4 

U.Ul 

;  Barton 

<c 

i                 A  ni 
[  U.Ul 

;  rsates 

$  . 

lo,4iy.52 

u.uij/j 

. 

98  4^4  41 

ft  ni(i9'; 

U.U  J,  OZ  J 

ijOiiingcr 

91  744  8'^ 

ft  ft1■7'^ 

JjUUZIC 

*  

994  9 1  S'; 

U.Ul  1 

Buchanan 

"t 
j> 

1 0A  81 1 

ft  01 

J3UlICi 

<t: 
<p 

4^>  ^iS?  4S 

ft  no 

!)> 

OA  1  7^  1  /I 
idU^l  /0.14 

ft  fti 

l^ollQ'tXTQtr 

^^auaway 

- 1--. 

/lO  1  A/C  >l  A 

ft  ftio*; 

uamaen 

J) 

CA  1  OA  AA 

Cape 

;  q.qi 

Girardeau 

$ 

82,991.82 

'  0.0125 

Carroll 

13,022.98 

I  0.01 

C  a  r  t  er  _ 

A. . 

6^893^24  _ 

0,0125 

Cass 

135,444.36 

 0^1 

Cedar 

_15,iq5J7 

0.02 

Chariton 

$ 

_  16j751.72 

0.0175 

Christian 

$ 

148,908.66 

0.02 

Clark 

$ 

15,203.04 

0.00875 

Clay 

$ 

213,366.57 

'  7  ; 0.01 

Clinton 

22,514.32 

0.015 

Cole  j 

^ 

124,188.83 

-       -     :  - .  • 

0.0175 

Cooper 

$ 

33,475.55 

0.0175 

Crawford  j 

$ 

47,001.84 

0.0175 

Dade 

$ 

14,796.10 

0.02 

Dallas 

$ 

36,278.06 

  O-M. 

Daviess 

i  $ 

13,504._37_^ 

0.01 

DeKalb  

1 

i  _$ 

13,826.56 

0.01 

Dent 

$ 

16,976.98 

0.01 

Douglas 

$ 

14,672.37 

0.01 

Dunklin 

$ 

34;,627.58 

0.0175 

Franklin 

$ 

193,196.53 

 0.01375 

Gasconade 

.1^ 

22,586.88  _ 

OJl 

Gentry 

$ 

7,349.18 

0.01125 

Greene 

$ 

_  337,748.04 

0^015 

Grundy 

$ 

16,615.26 

0.0125 

Harrison 

1.... 

12,002.26 

0.01 

Henry 

24,062.99 

0.015 

Hickory 

'  5 

15,640.57  1 

0.025 

Holt 

$ 

13,033.81 

0.025 

Howard 

$ 

27,627.12 

0.009375 

Howell 

$ 

41,277.22 

0.015 

Iron 

$ 

17,310.54 

0.01125 

Jackson 

._. 124,053.85 

0.00975 

Jasper 

$ 

125,057.53  ! 

0.01625 

Jefferson 

$ 

386,254^43_ 

0.025 

Johnson 

$ 

144,684.99 

0.02 

Knox 

$ 

8,936.85  , 

0.01 

Laclede 

„$.  . 

38,593.49  | 

0.01625 

Lafayette 

__  58,443.24  j 

0.015 

Lawrence 

62_,737._71 

 M21Z5  . 

Lewis 

$ 

26,119.73 

 0.0175 

Lincoln 

$ 

100,591.52 

0.01 

Linn 

$ 

13,608.87 

0.0075 

Livingston 

$  12,243.76 

0.02 

McDonald 

$ 

49,767.80 

0.01375 

r 

Macon          j  $ 

23,216.77 

0.015 

Madison 

$ 

19,810.63 

0.0166667 

Maries 

$ 

16,553.56 

0.01125 

Marion 

$ 

34,987.81 

0.0225 

Mercer 

$_ 

9,269.33 

^0^01 

Miller 

.  $ 

26,825.71 

0.0175 

Mississippi 

$ 

27,113.24 

0.015 

Moniteau 

$ 

25,499.58  _ 

0.1 

Monroe 

$ 

94,588.50 

0.0175 

Montgomeiy 

.$ 

23,254.54 

0.01 

Morgan 

$ 

22,203.50  1 

0.01 

New  Madrid 

' "  "  

20,341.83 

0.00875 

Newton 

$ 

55,354.15 

0.01 

Nodaway 

$ 

25,415.65 

0.01 

Oregon 

1 1,931 .32 

0.0175 

Osage 

26,372.20 

0.015 

Ozark 

$ 

15,586.96 

0.0125 

Pemiscot 

 $ 

24,602.87 

 o.mis 

Perry 

.  , 

38,664.84 

_  0.01 

Pettis 

, 

45,678.43 

0.00875 

Phelps 

.? 

42,661.75 

0.02 

Pike 

.1 

40,226.65 

0.01375 

Platte 

.1. 

135,364.90 

q.oi 

Polk 

$^ 

33,756.85 

0.0075 

Pulasld 

$ 

43,191.07 

 0.02 

Putnam 

,1.. 

10/782.27 

0,02 

Ralls 

$ 

22,268.48 

0.01 

Randolph 

$ 

27,449^51 

0.015 

Ray  

37,736.85 

0.01 

Reynolds 

J. 

_  7, 134/75^ 

0.01 5 

Ripley 

$. 

22,975.13 

0.01725 

St.Charles 

$ 

682,160.78 

0.005 

St.  Clair 

$ 

5,220.56 

"Ste. 

0.02 

Genevieve 

...1- 

39,256.29 

0.012J 

St.  Francois 

$_ 

88,774.19 

0.0295 

St.  Louis 

$ 

3,190,646.87 

0.01625 

Salme 

"  *■  — 

0.02 

Schuyler 

$ 

9,489.17 

0.0125 

Scotland 

$ 

6,535.86 

0.01 

Scott 

J. 

42,383.97 

0.01 

Shannon 

$_ 

9,131.79 

0.015 

Shelby  _ 

10,201.78 

  0.01_ 

Stoddard 

A- 

32,280.74 

_a0175 

Stone   

A. 

61,145.99 

0.0275 

Sullivan 

$ 

19,832.02 

0.01625 

Taney 

92,808.06 

0.015 

Texas 

$ 

o.pL 

Vernon 

$' 

22,702,76 

0.02 

Wairen 

„$. 

70,426,95  

0.025 

Washington 

$ 

67,892.75 

0.01 

Wayne 

.  s 

14,593.31 

0.01833 

Webster 

70,350,81 

0.01875 

Worth 

$  4,365.81 

0.01 

Wright  

$  20,269.27 

0.04516 

St.LouisCity 

$  1,555,608.94 

County  Sales 

Tax  Loss 

Total 

$11,568,750.42 

Source:  author's  calculations 
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Table  2A.2 


Ten  Missouri  Counties  witli  Largest  Expected  Annual  Decreases 
in  Sales  Tax  Revenues  with  Proposition  B  Passing  Using  CTFK  Elasticity 


County 

Expected  Annual 

Sales  Tax 

Revenue  Decline 

St.  Louis 

St.  Louis  city 

$1355,669  ' 

Jackson 

$824,054 

"    $682,1 6f 

Jefferson 

$386,254' 

Greene 

$337,748 

Boone 

'  $224,216 

Clay 

"'$213,367 

Franldin 

$193,197 

Christian 

$148,909''  " 

fotarSalesTax 

$7,756,162 

Decrease  for  10  Largest 

Counties 

Source:  author's  calculations 
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Table  2A.3 


Expected  Sales  Tax  Revenue  Decreases  by  County 
With  Proposition  B  Passing  and  Modified  County  Weights  Using  CTFK  Elasticity 


County 
Sales  Tax 

Decrease  in  Annual 

Rate 

Countv 

Sales  Tax  Revenue 

0.01 

Adair 

$  , 

25,058.33 

1  0.017 

Andrew 

.$  ... 

59,158.20 

0.0225 

Atchison 

$ 

49,965.74 

0.01875 

Audrain 

J> 

0.0125 

Barry 

»p 

44  494  80 

0.01 

Barton 

•E 

T 

0.01 

Bates_ 

34  595  34 

 0.01375 

Benton 

$ 

24  869  78 

0.01625 

Bollinger 

■R 
>p 

17  496  66 

0.0125 

Boone 

"K 

220  948  01 

0.011 

Buchanan 

•K 
•p 

124  604  54 

0.01 

Butler 

$ 

44  043  18 

0.02 

Caldwell 

14,947.59 

0.01 

Callaway 

•p   

4*;  4Q9  99 

0.0125 

Camden 

'_,$.  ' 

55,862,16 

0.01 

Cape 

Girardeau 

$ 

80,377.55 

U.U125 

CaiToU 

 9,75  5-1 3 

0.01 

Carter 

$ 

4,278.97 

0.0125 

Cass 

$ 

 155.^664.13 

 0.01 

Cedar 

$ 

12,491.30 

0.02 

Charitoii 

"$ 

11,523.17 

0.0175 

Christian 

$ 

144^33.68 

0.02 

Clark 

$ 

9,974.49 

 p.00875_ 

Clay_  _ 

$ 

_     227,52041  _ 

 0.01 

Clinton 

$ 

 19,?0q.O4 

0.015 

Cole 

$  ~ 

120,267.42 

0^175^ 

Cooper         1  $ 

28,900.57 

0.0175 

Crawford 

$ 

42,426.87 

0.0175 

Dade 

$ 

10,221.13 

0.02 

Dallas 

$ 

31,049.51 

0.015 

Daviess 

$ 

9,582.96 

0.01 

DeKalb 



_  1U12.28_ 

0.01 

Dent 

14,362.71_ 

0.01 

Douglas 

!  $ 

12,058.10 

0.01 

Dunldin 

$ 

32,013.31 

0.0175 

Franldin 

$ 

188,621.55 

 0,01375 

Gasconade 

$ 

18,992.25  

0.01 

Gentry 

$ 

4,734.91 

0.01125 

Greene 

$ 

334,806.98 

0.015 

Grundy 

$ 

12,693.85 

!  0.0125 

Harrison 

.1- 

8,734.42 

0.01 

Henry 

$ 

21.448.72 

0.015 

Hickory  

11,719,16 

0.025 

Holt 

$ 

53,473.34 

p.025 

Howard 

$ 

21,091.44 

0.009375 

Howell 

$ 

38,826.34 

0.015 

Iron 

1.. 

13,389.13 

0.01125 

Jackson 

.$  . 

842^5 1.64  

0.00975 

Jasper 

$  . 

140,828.94 

0.01625 

Jefferson 

J . 

382,006.23 

i  0.025 

Johnson 

.  1 . 

138,149,31 

i  0.02 

Knox 

3J08^30  _ 

 0.01 

Laclede 

 35,979.22 

0.01625 

Lafayette 

54,195.05 

0.015 

Lawrence 

$ 

58,816.30 

0.02375 

Lewis 

19,910.83 

0.0175 

Lincoln 

$ 

96,016.55 

0.01 

Linn 

A 

 10,994.60 

0.0075 

Livingston 

$ 

10,283.06 

■  0.02 

McDonald 

$. 

44^39.26  i 

1  0.01375 

Macon 

$ 

19,622.15 

0.015 

Madison 

15,889.22 

_  0.0166667 

Maries 

$. 

12,196.43 

0.01125 

Marion 

$ 

32,046.75 

_  0.0225 

Mercer 

 3j387.21 

 0.01 

Miller  

$ 

24,211.43 

0.0175 

Mississippi 

$ 

55,420.91 

0.015 

Moniteau 

$ 

21,578.17 

0,1^ 

Monroe 

$ 

68,445.77 

0.0175 ; 

 i 

Montgomery 

,$ 

18,679.56  j 

0.01 

Morgan 

$ 

19,589.22 

0.01 

New  Madrid 

$ 

36,517.65 

0.00875 

Newton 

$ 

69,507.98 

0.01 

Nodaway 

$ 

22,801.38  j 

County  Sales 
Tax  Loss 
Total 


— 1 


$11,497,090.63 


Source:  author's  calculations 
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Table  2A.4 

Expected  Annual  Sales  Tax  Loss  Comparing 
Baseline  Model  to  Modified  Border  Model  Using  CTFK  Elasticity 

[  ;  Expected  Annual    !  Expected  Annual 


!  v^ouniv 

.  IjOSS  {oaScnMH^j 

T  nest          £\fi  '\^fwi\tx'w*\ 

ljUoa  ^iviuu  ixirucri 

1  Andrew 

\  $31,659 

$59,158  i 

(  Atchison 

i  $13,570 

$49,966  ' 

1  Barton 

$13,350 

1 

$29,526 

Bates 

j  $18,420 

U  UvllCUlCU-l 

i  •filflfiRII 

<tl24  605 

Cass 

j  1135/J44 

$155,664  

Clay  

J  $213,367 

$227,520 

Holt 

;        $.1 3,014  _ 
]  $824j054 

 $53,473  _  _  i 

Jackson 

$842,252  1 

1  Jasper 

;  $.125,058 

$140,829 

Mississippi 

1  $27,113 

$55,421 

New 

Madrid 

1  $20,342 

$36,518 

Newton 

!  $55,354 

$69^508 

Pemiscott 

1  $24,603 

$44,823   

Platte  

j        $135j3_65  .  _ 
j  $22/703 

 $157,607 

Votiou 

$38,879_ 

Source:  author's  calculations 
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Table  2A.5 

Expected  Annual  Sales  Tax  Revenue  Decreases 
By  City  With  Proposition  B  Passing  Using  CTFK  Elasticity 


'  IVTiiniPintil 

I\^iinip{na1ii~t7 

Decrease  in  Annual 

1  Sales  Tax 

Sales  Tax  Revenue 

Rate 

0  02 

"1" 

235,009 

0  02375 

St  Joseoh 

197786" 

"  0"0275" 

dane  rrirarfleaii 

'  '  li2',997 

T  iTiprfv 

'■"$ 

78,920  " 

'        0  0? 

Jt'iiviovJii  v_/iLy 

'93,308  " 

0.02125 

Springfield 

"$ 

367,062  , 

0.015 

1  ■ 

^85",467 

0^02' 

Grandview 

$ 

53,012^ 

6.0225" 

Independence 

$ 

284,683 

'"'0~.()2875 

Kansas  City 

"$"" 

^  i,"43l393"'~ 

0.0225 

Lee's  Summit 

$ 

222,630 

' 0.0275 

Ravtown 

$' 

'T7,93T"' 

j  0.02625 

Joplin 

■'142369'"° "'"! 

; 0.0125 

Arnold 

T" 

'"  28,169 

I     0  02375 

Sedalia 

■"$" 

'  '55,010 

"  0^2 

6'Falion 

'  $" 

1717825^ 

0  015 

■St  Charles 

$" 

""106^82 

■■$ 

"  '  '9i,T6i 

Wentzville 

<t; 
<p 

78  70(1 
/o,  /uo 

0.0075 

Florissant 

$ 

42,365' 

b.ol 

Chesterfield  j 

$ 

'5'M25  j 

0.015 

Hazelwood  ; 

$ 

42,079  ': 

0.015 

Kirlcwood  ' 

44,738  i 

0.03 

Maryland  Heights  1 

$ 

89,256  ; 

0.01" 

BaUwin  j 

"$  " 

32,927 

0.03 

University  City  | 

$ 

114,920 

"  '  'o7o2~ 

Webster  Groves  ] 

'  ■48,291'  ' 

0.005 

Wildwood  i 

$  ■ 

'19,232 

Total  for  Largest  j 

4,409",539 

Municipalities  | 

I 
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Table  2A.6 


Expected  Annual  Reduction  in  Local  Cigarette 
Excise  Tax  Receipts  with  Proposition  B  Passing  Using  CTFK  Elasticity 


Expected  Annual 

Decrease  in 

Expected  Annual  Decrease 

City  or  Countv 

Cigarettes 

Excise  Tax 

in  Excise  Tax  Revenues 

St.  Louis  Region: 
St.  Louis  City 

8,340,548 

I  _  

$0.07 

1 

1  $583,841 

St.  Charles  City 

1,725,827 

1  $0.10 

i                _  $.172_,583 

St.  Peters  City 

1,378,651 

$0.05 

$68,933 

St.  Louis  County 

'  26,188,262 

j  $0.05 

;  $1,309,413 

Regional  Total 

I   $2,134,769 

Kansas  City  Region; 

Kansas  City 

12,056,793 

$0.10 

$1,205,679 

Independence 

3,063,582 

$0.05 

$153,17_9 

Blue  Springs 

 .l?378>.65l 

$0,04 

 $554j46_ 

Lee's  Summit 

2,395,798 

$0.10 

$239,580 

St.  Joseph 

2,013,368 

$0.05 

$100,668 

Jackson  County 

17,735^891 

$0.05 

$886,795 

Regional  Total 

$2,641,047 

Southwest  Region: 

; 

Springfield 

 4,182,446 

  jp.05 . 

$209,122  i 

Joplin 

1,315,061 

$0.04 

$52,602 

Regional  Total 

$261,724 

Southeast  Region: 

Cape  Girardeau 

994,910 

_$0.03 

$29,847  1 

Poplar  Bluff  ' 

261,200 

$0.02 

$5,224  1 

Regional  Total 

$35,071  j 

Central  Region: 

1 

Columbia 

 2J45J48 

$0.10 

$284,515  i 

Rolla 

300,113 

_  $15,006  j 

Kirksville 

268,596_ 

$ao5 

$13,430 

Regional  Total  j 

$312,950 

Statewide  excise  total  | 

$5,385,563 

Source;  author's  calculations 
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Table  2A.7 


Summary  of  Funds 
Harmed  by  Proposition  B  Using  CTFK  Elasticity 

Dedicated  Funds 
from  $0.17  State 

Excise  Tax  $18.8 

State  Sales  Tax  $27.5 

Comity  Sales  Tax  $11.6 
Selected  City 

Sales  Tax  $4.4 
Selected  City  and 
County  Excise 

Tax  $5.4 
Total  Harmed 

Missouri  Funds  $67.7 


Source:  author's  calculations 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Higher 
Education,  Department  of  Revenue,  the  Department  of  Public  Safety,  the  Missouri 
Senate,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County, 
Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St. 
Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the 
City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville,  the  City  of  Kirkwood, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Louis,  the  City  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College,  University 
of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

The  proposal  will  result  in  no  direct  costs  or  savings  for  state  and  local  governmental  entities. 
Actions  at  the  local  government  level  allowed  by  this  proposal  could  result  in  unknown  indirect 
costs  or  savings  to  state  and  local  governmental  entities  that  cannot  be  estimated. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-032)  Revision 


Subject 

Initiative  petition  from  Todd  Jones  regarding  a  proposed  constitutional  amendment  to 
Article  VIII.  (Received  May  6,  2013) 

Date 

December  20,  2013 
Description 

This  proposal  would  amend  Article  VIII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  and  the  Missouri  Ethics  Commission. 

Marc  H.  EUinger  provided  information  as  an  opponent  of  the  proposal  to  the  State 
Auditor's  office. 


Todd  S.  Jones  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources, 
but  should  significant  litigation  result,  may  seek  future  additional  appropriation. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
there  is  no  anticipated  state  cost  to  the  foundation  formula  associated  with  this  proposal. 

To  the  extent  fine  revenues  exceed  2004-2005  collections,  any  increase  in  this  money 
distributed  to  school  districts  increases  the  deduction  in  the  foundation  formula  the 
following  year.  Therefore,  the  affected  districts  will  see  an  equal  decrease  in  the  amount 
of  funding  received  through  the  formula  the  following  year;  unless  the  affected  districts 
are  hold-harmless,  in  which  case  the  districts  will  not  see  a  decrease  in  the  amount  of 
funding  received  through  the  formula  (any  increase  in  fine  money  distributed  to  the  hold- 
harmless  districts  will  simply  be  additional  money).  An  increase  in  the  deduction  (all 
other  factors  remaining  constant)  reduces  the  cost  to  the  state  of  funding  the  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  they  do  not  anticipate 
that  the  proposal  contained  in  this  initiative  petition  would  have  any  direct,  foreseeable 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  they  would  not  anticipate  a 
direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated: 

The  fiscal  impact  to  their  department  is  ($0-Minimal)  as  per  the  following  assumptions: 

Penalty  provisions,  the  component  of  the  petition  to  have  potential  fiscal  impact  for  their 
department,  is  for  up  to  a  class  D  felony.  Currently,  their  department  cannot  predict  the 


number  of  new  commitments  which  may  result  from  the  creation  of  the  offense(s) 
outlined  in  this  proposal.  An  increase  in  commitments  depends  on  the  utilization  by 
prosecutors  and  the  actual  sentences  imposed  by  the  court. 

If  additional  persons  are  sentenced  to  the  custody  of  the  department  due  to  the  provisions 
of  this  legislation,  the  department  will  incur  a  corresponding  increase  of  direct  offender 
costs  either  through  incarceration  (FY13  average  of  $18,014  per  offender,  per  day,  or  an 
annual  cost  of  $6,575  per  inmate)  or  through  supervision  provided  by  the  Board  of 
Probation  and  Parole  (FY13  average  of  $5.07  per  offender,  per  day,  or  an  annual  cost  of 
$1,851  per  offender). 

The  following  factors  contribute  to  the  department's  minimal  assumption: 

>  The  department  assumes  the  narrow  scope  of  the  crime  will  not  encompass  a  large 
number  of  offenders 

>  The  low  felony  status  of  the  crime  enhances  the  possibility  of  plea-bargaining  or 
imposition  of  a  probation  sentence 

>  The  probability  exists  that  offenders  would  be  charged  with  a  similar  but  more  serious 
offense  or  that  sentences  may  run  concurrent  to  one  another 

In  summary,  supervision  by  the  department  through  probation  or  incarceration  would 
result  in  some  additional  costs,  but  it  is  assumed  the  impact  would  be  $0  or  a  minimal 
amount  that  could  be  absorbed  within  existing  resources. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department.  The  department  cannot  determine  whether  this  will 
create  a  positive  or  negative  economic  impact  on  the  state  of  Missouri. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  due  to 
this  initiative  petition  for  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  has  no  impact  on 
their  office.  This  proposal  will  have  an  impact  on  the  Missouri  Ethics  Commission,  but 
they  will  be  responding  independently. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  we  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  tlie  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  this  appears  to  affect  contributions  to 
committees  that  form  to  influence  the  result  of  local  ballot  issue  elections.  It  is 
impossible  for  the  city  to  determine  if  this  would  increase  or  decrease  contributions  and, 
as  a  result,  the  potential  for  passage  of  issues  for  capital  improvements. 

Officials  from  the  City  of  Jefferson  indicated  it  is  anticipated  this  measure  would  have  a 
negative  fiscal  impact  on  the  city.  However,  a  more  complete  fiscal  analysis  is  not 
available  at  this  time. 

Officials  from  the  City  of  Kirkwood  indicated  there  is  no  fiscal  impact  on  their  city. 
Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  this  bill  would  have  no  direct  financial 
impact  on  their  city. 


Officials  from  the  Missouri  Ethics  Commission  indicated  the  total  cost  for  salaries, 
fringe  benefits,  equipment  and  expenses,  local  assistance,  and  other  costs  will  be 
$118,152  for  FY  2014,  $121,1 13  for  FY  2015,  and  $122,339  for  FY  2016. 

The  petition  refers  to  both  continuing  committees  and  political  action  committees 
interchangeably.  Both  committees  have  the  same  definition  in  the  petition.  Senate  Bill 
844  had  changed  the  name  of  continuing  committee  to  political  action  committee,  but  the 
definition  remained  the  same.  After  SB844  was  struck  down  by  the  Missouri  Supreme 
Court,  the  committees  continued  as  continuing  committees.  For  example.  Subsection  3 
(12)  attempts  to  restrict  contributions  of  political  action  committees  (but  does  not 
mention  continuing  committees). 

In  addition  Subsection  3  (12)  contains  restriction  committee  to  committee  transfers 
challenged  as  unconstitutional  in  SB 844  due  to  the  restrictions  on  corporations  not 
included  in  the  designated  chapters.  The  state  did  not  dispute  that  constitutional  issue. 
Subsection  3(1 6)c  also  restricts  contributions  from  foreign  corporations. 

Sections  4(1)  and  5  reference  violations  of  Section  3  of  the  Article.  It  is  unclear  whether 
the  drafter  intended  to  reference  Section  23. 

Implementing  the  statutory  requirements  regarding  contributions  between  campaign 
finance  committees,  would  require  the  following  of  the  MEC: 

•  Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

•  Provide  oversight  in  campaign  finance  committee  adherence  to  the  transfer  of 
funds,  including  reviewing,  auditing,  and  performing  cross  checks,  as  established 
in  Section  105.955.14  (2),  (3),  RSMo.  Currently  about  1 1,000  campaign  finance 
reports  are  filed  annually  with  the  Commission  (quarterly  and  other  disclosure 
reports)  from  2,200  different  campaign  finance  committees. 

•  Investigate  written  complaints  and  conduct  investigations,  as  established  in 
Section  105.955.14,  RSMo.  Investigative  work  requires  identifying  necessary 
documentation  and  records  to  request  and/or  subpoena,  identifying  witnesses  and 
interviewing  witnesses,  reviewing  all  relevant  documentation,  performing 
complex  and  detailed  analysis  of  data  and  information  and  witness  interviews, 
communicating  with  Commission  management  and  legal  staff;  reviewing 
Missouri  statutes  and  constitution;  drafting  investigative  report;  presenting  report 
to  Commission. 

•  Perform  legal  actions  related  to  investigations  conducted  in  addition  to  conducting 

legal  proceedings  before  the  Commission  in  the  event  a  violation  is  found. 
Conducting  legal  actions  during  the  investigation  and  hearing  stage  ensures 
fairness  throughout  Commission  proceedings.  Legal  actions  include  reviewing  all 
complaints  received  for  statutory  authority,  reviewing  case  correspondence 
including  legal  memoranda  and  responses  to  investigators;  providing  legal 
oversight  for  all  investigations  (complaints  and  other  investigations);  this  includes 
communicating  with  and  reviewing  all  investigative  work,  work  papers,  and 


reports;  conducting  legal  analysis  of  alleged  statutory  violations;  drafting  and 
issuing  all  legal  documents  including  subpoenas,  affidavits,  pleadings,  legal 
petitions  for  a  hearing  before  the  Commission,  attorney  correspondence, 
correspondence  and  communication  with/to  respondents,  joint  stipulations, 
findings  of  facts  and  conclusions  of  law,  and  Commission  orders;  preparation  of 
hearing  exhibits;  interviews  of  hearing  witnesses;  preparation  for  and  conducting 
hearings;  oversight  and  review  of  appeal  pleadings  in  the  event  of  an  appeal. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

•  Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.  about  these  limits; 
examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

•  Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits, 
sending  out  the  necessary  notices,  tracking  the  receipt  of  payments,  and 
coordinating/conducting  any  necessary  collection  efforts.  Prior  to  the  repeal  of 
campaign  finance  limits  in  2007,  the  Commission  assessed  limited,  if  any 
surcharges,  related  to  the  previously  established  limits,  due  to  resource 
constraints. 

•  Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of 
the  reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo. 
Prior  to  the  campaign  finance  limit  repeal  in  2007,  the  Commission  performed 
limited  if  any  oversight  to  adherence  to  the  previously  established  limits,  due  to 
resource  constraints. 

•  Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo., 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees' 
adherence  to  the  specific  contribution  limits,  as  established  in  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a  manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 


•2  Business  Analysts  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1 ,000  campaign  finance  reports. 

•  If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo  or  complaints  received  increase 
significantly  an  Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  FTE,  equipment,  and 
expenses. 

Marc  H.  EUinger  provided  the  following  information  as  an  opponent  of  the  proposal  to 
the  State  Auditor's  office. 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative  Petition  that 
was  filed  by  Todd  Jones  on  May  3, 2013. 

In  2012,  the  State  Auditor's  Office  issued  a  Fiscal  Note  (11-35)  for  a  similar  initiative 

petition.  In  that  fiscal  note,  both  the  Department  of  Revenue  and  the  Missouri  Ethics 

Commission  indicated  there  would  be  additional  costs  to  their  departments.   The  Auditor's 

Office  issued  the  following  Fiscal  Note  Summary: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least 
$127,000  annually  and  result  in  one-time  costs  of  about  $28,000.  Any  potential 
impact  to  state  government  revenue  could  not  be  determined.  It  is  estimated  this 
proposal  will  have  no  costs  or  savings  to  local  governments. 

This  fiscal  note  summary  vastly  underestimates  the  costs  to  state  and  local  governments  as  a 

result  of  the  proposed  measure.  We  urge  you  to  adopt  a  different  fiscal  note  for  this  proposed 

measure  on  the  basis  of  the  data  you  will  find  herein.  Not  only  will  there  be  direct  costs  to  state 

agencies  as  indicated  in  Fiscal  Note  1 1-35  but  there  will  be  widespread  effects  on  the  Missouri 

economy.  Each  election  cycle,  candidates  spend  millions  and  millions  of  dollars  in  Missouri. 

Limiting  the  total  amount  of  contributions  will  limit  the  total  amount  of  money  candidates  will 

raise,  and  therefore  will  decrease  the  amount  of  campaign  spending  in  Missouri.  Cunently 

candidates  spend  millions  of  dollars  on  payroll  for  campaign  workers,  thousands  of  dollars  in 

payroll  and  income  taxes  paid  directly  to  the  State  of  Missouri,  they  spend  money  for  lodging 

and  food  at  local  Missouri  businesses,  their  media  purchases  support  Missouri  media  companies, 

and  they  purchase  of  printing,  supplies,  utilities,  and  more  in  Missouri.  Not  only  do  many  of 

these  expenditures  directly  yield  state  and  local  tax  revenues,  but  through  the  multiplier  effect, 

these  dollars  are  spent  and  re-spent  within  our  state  and  local  economies.  Limiting  campaign 
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contributions  would  significantly  reduce  campaign  spending  in  Missouri  and  have  a  serious 
negative  fiscal  impact  to  both  the  state  and  local  governments. 
Economic  Impact  of  Campaign  Spending 

To  date,  there  has  not  been  a  comprehensive  study  regarding  the  fiscal  impact  of  state 
elections  on  Missouri  state  and  local  governments.  However,  there  is  research  on  the  fiscal 
impact  of  election  spending.  One  such  study  sought  to  determine  how  campaign  spending 
affects  earnings  in  service  sectors.'  More  specifically,  the  study  sought  to  determine  how 
income  growth  is  affected  by  the  presence  of  a  primary. 

The  study  concluded  that  the  presence  of  the  primary  not  only  increases  overall  income, 
but  also  income  in  service-related  sectors.  The  authors  found  a  41%  increase  in  quarterly  income 
growth  rate  in  quarters  where  there  is  primary  spending. 

The  authors  point  out  that  states  with  primaries  tend  to  see  between  $500,000  and  $19 
million  spending  during  an  election  cycle,  which  is  enough  to  "modestly  boost  local  income 
growth."  Primary  spending  increases  total  income  growth  by  0.53  percentage  points.  The  effect 
is  higher  in  the  services  sector,  where  growth  is  increased  by  0.76. 

The  study  also  points  out  that  there  would  be  a  "multiplier  effect"  which  the  authors 
explain  as  follows: 

For  example,  if  a  waitress  receives  a  greater  amount  of  tips  than  usual,  she  may  be  more 
inclined  to  make  additional  purchases,  or  even  tip  her  hairdressers  more.  This  money 
will  continue  to  circulate  in  the  state's  economy. 

In  addition,  the  study  finds  that  Missouri  is  one  of  the  five  states  with  the  highest  amount 
of  money  spent  on  campaign  expenditures,  compared  to  the  total  contributions  by  state  residents. 

'  See  Lessem,  Rebbeca  &  Carly  Urban,  "Local  Economic  Growth  from  Primary  Election  Spending,  "  Working 
Paper,  Carnegie  Mellon  University,  2012,  attached  hereto  as  Appendix  A. 
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The  study  shows  that  there  is  more  than  twice  as  much  campaign  spending  in  Missouri  as  is 
contributed  by  state  residents.  This  study  finds  that  primary  campaign  spending  increases 
income  growth  in  a  state.  "[W]hen  individuals  are  greeted  with  a  pohtical  campaign,  they  should 
relish  in  the  stimulus  this  provides  (and  the  transfers  from  individuals  in  other  states  that  allow 
this  to  occur)."  (emphasis  added). 

While  the  Lessem  &  Urban  study  does  not  directly  quantify  the  amount  by  which 
Missouri  state  election  campaign  spending  stimulates  the  Missouri  economy  and  the  economies 
of  Missouri  local  governments,  it  does  demonstrate  that  there  is  significant  fiscal  impact  of  such 
spending. 

It  has  previously  been  suggested,  without  any  evidence,  that  there  would  be  an  incentive 
to  increase  the  quantity  of  small  donations,  and  therefore  the  limits  would  not  significantly 
decrease  election  spending.  The  research  does  not  support  this  conclusion.  See  Stratmann, 
Thomas,  Do  Low  Contribution  Limits  Insulate  Incumbents  from  Competition?,  9  Election  L.J. 
125,  126  (2010)  ("Hogan  (2000)  took  an  altogether  different  approach  to  the  analysis  of 
contribution  limits.  Instead  of  relating  them  to  competitiveness  in  elections,  he  correlated 
campaign  finance  laws  with  campaign  spending  and  showed  that  stricter  contribution  limits 
correlate  with  significantly  lower  campaign  spending,  primarily  by  incumbents.");  Smith, 
Bradley  A.,  Faulty  Assumptions  and  Undemocratic  Consequences  of  Campaign  Finance  Refi)rm, 
105  Yale  L.J.  1049,  1073  (1996)  ("Beyond  making  it  harder  for  challengers  to  raise  case, 
contribution  limits  also  tend  to  decrease  overall  spending."). 

There  is  no  authority  to  suggest  that  the  dollars  spent  at  a  local  print  shop,  hotel,  or 

restaurant  by  a  presidential  primary  campaign  operate  differently  in  the  Missouri  economy  than 

if  spent  by  a  campaign  for  a  Governor,  a  State  Senator  or  State  Representative.     And  while 
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increased  election  spending  has  a  positive  effect  on  a  state's  economy,  drastically  reducing 
election  spending  will  have  a  correlated  negative  effect  on  the  economy.  We  can  examine  data 
from  the  Missouri  Ethics  Commission  to  see  the  true  impact  of  limiting  campaign  contributions. 
A  Case  Study:  Nixon  2012 

In  2012,  Jay  Nixon  ran  a  successful  re-election  campaign  for  Governor.  While  his 
campaign  spent  money  in  the  years  leading  up  to  2012,  we  have  limited  our  analysis  to  a  single 
year.  First,  we  will  examine  contributions.  In  2012,  alone,  Nixon's  candidate  committee 
received  donations  ranging  from  eleven  cents  to  $500,000.00.  More  than  40%  of  the 
contributions  to  Nixon's  campaign  came  from  out  of  state. 


Nixon  2012 

Contributions  from  in-state 
Contributions  from  out-of-state 

$4,703,437.39 
$3,348,067.98 

Percentage  Total  Contributions  from  Out-of-State 

41.58% 

Under  the  proposed  initiative,  candidate  committees  would  only  be  allowed  to  accept 
2,600  from  any  individual  or  entity.  In  2012,  Nixon's  candidate  committee  received  a  total  of 
$8,051,505.37  in  contributions.  If  you  limit  each  contributor  to  the  maximum  ($2,600.00)  under 
Section  23.3(l)(a),  IP,  and  eliminate  any  contributions  from  other  candidate  committees  pursuant 
to  23.3(4),  IP,  the  amount  of  contributions  is  significantly  less  —  $2,207,976.00.  That  is  a 
decrease  in  contributions  of  more  than  $5.8  million  dollars.  Only  27.42%  of  Nixon's 
contributions  in  2012  would  have  been  lawful  if  this  proposed  measure  were  in  place. 
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Nixon  2012 


Total  Contributions  $8,051,505.37 
Contributions  from  Candidate  Committees  $42,650.00 
Contributions  in  excess  of  $2,600  $5,800,879.37 


Total  Lawful  Contributions  under  IP  $2,207,976.00 
Total  spending  contributions  prohibited  under  IP  $5,843,529.37 


Percent  of  lawful  contributions  of  total  contributions  27.42% 


The  next  step  is  to  look  at  where  these  campaign  dollars  were  being  spent.  According  to 
the  Missouri  Ethics  Commission,  in  2012,  Nixon's  campaign  spent  more  than  $12  million 
dollars.^  The  expenditures  are  broken  down  by  categories  in  the  table  below. 


Nixon  2012  

Percentage  of 
Total 


Spending  (Dollars) 

Spending 

Payroll  &  Field  Work 

$745,023.80 

6.09 

Missouri  Taxes 

$63,404.72 

0.52 

Federal  Taxes 

$330,642.56 

2.70 

Media 

$9,181,550.00 

75.10 

Other  Missouri  Expenditures 

$866,243.68 

7.09 

Out  of  State  Expenditures 

$1,039,072.50 

8.50 

$12,225,937.26 

100.00 

Nixon  spent  approximately  $750,000  on  payroll  or  paying  field  workers.  All  of  this 
amount  would  be  subject  to  Missouri  State  income  tax.  The  amount  of  taxes  the  Nixon 
campaign  paid  directly  to  the  State  of  Missouri  is  in  excess  of  $60,000.  In  addition,  the  Nixon 
campaign  paid  more  than  $300,000  in  federal  taxes.  The  cities  of  Kansas  City  &  St.  Louis 
presumably  collected  a  1%  earnings  tax  from  a  portion  of  that  amount.  The  $750,000  paid  to 


^  Nixon  had  raised  significant  contributions  prior  to  2012  for  the  2012  election  cycle.  If  the  proposed  IP  had  been  in 
effect,  the  loss  of  economic  activity  would  be  even  greater. 
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employees  would  have  a  significant  impact  on  the  economy  due  to  the  multiplier  effect.  Much  of 
that  money  would  be  spent  on  retail  sales,  generating  sales  tax  for  the  state  and  local 
governments.  If  all  of  the  people  who  normally  work  political  campaigns  no  longer  could  be 
employed  by  campaigns,  there  would  be  significant  belt  tightening  by  these  individuals  which 
would  result  in  additional  lost  sales  tax  revenue. 

Nixon  also  spent  more  than  $9  million  dollars  on  "media."  All  of  that  money  went  to  an 
out-of-state  media  company.  Still,  traditionally  that  company  coordinates  all  the  media 
purchases,  which  presumably  were  with  in-state  media  providers,  as  Nixon  was  miming  for 
Governor  of  Missouri.  While  some  of  the  $9  million  dollars  could  be  attributable  to  media 
production,  the  majority  of  it  was  likely  for  paid  radio,  television,  and  print  advertising  in 
Missouri.  The  loss  of  $9  million  dollars  in  the  Missouri  media  market  in  a  single  year  is 
significant. 

Nixon  also  paid  more  than  $850,000  to  other  Missouri  individuals  or  companies.  Many 
of  these  expenditures  were  in  the  services  and  accommodations  sectors.  This  money  supports 
Missouri  businesses  and  helps  fund  their  payroll. 

We  have  already  seen  that  the  proposed  measure  would  have  reduced  Nixon's  total 
campaign  contributions  by  72.58%.  Assuming  the  proposed  measure  would  decrease  spending 
by  the  same  amount,  we  can  project  what  Nixon's  spending  would  have  looked  like  with 
contribution  limits  in  place. 


Nixon  2012 

Projected  Spending 

Spending  (Dollars) 

with  Contr.  Limits 

Payroll  &  Field  Work 

$745,023.80 

$204,285.53 

Missouri  Taxes 

$63,404.72 

$17,385.57 

Federal  Taxes 

$330,642.56 
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$90,662.19 

Media 

Other  Missouri  Expenditures 
Out  of  State  Expenditures 

$9,181,550.00 
$866,243.68 
$1,039,072.50 

$2,517,581.01 
$237,524.02 
$284,913.68 

$12,225,937.26 

$3,352,352.00 

The  proposed  measure  would  have  translated  into  a  spending  decrease  of  $8.87  million 
dollars.  Again,  for  just  one  campaign  for  just  one  year.  Even  if  you  assume  only  75%  of  the 
"media"  expenditures  affect  Missouri's  economy,  approximately  70%  of  Nixon's  total  campaign 
expenditures  affect  the  Missouri  economy.  In  total,  just  one  year  of  one  campaign  resulted  in 
approximately  $8.5  million  dollars  of  expenditures  in  or  affecting  Missouri's  economy.  This 
estimate  does  not  include  the  multiplier  effect  of  such  expenditures. 


The  Effect  on  the  State  of  Missouri 

According  to  the  Missouri  Ethics  Commission,  total  expenditures  by  candidates  that 
would  be  affected  by  the  proposed  measure  were  approximately  $49.5  million  dollars  in  2012. 
Reducing  that  number  by  the  percentage  of  allowable  contributions  we  saw  with  the  Nixon 
campaign  (27.42%))  translates  to  a  loss  of  almost  $36  million  dollars  due  to  the  initiative  petition. 


Statewide  2012 

Projected  Spending 

Spending  (Dollars) 

with  Contr.  Umits 

Lost  Dollars  due  to  IP 

Payroll  &  Field  Work 

$3,016,429.52 

$827,104.98 

$2,189,324.55 

Missouri  Taxes 

$256,711.09 

$70,390.18 

$186,320.91 

Federal  Taxes 

$1,338,695.46 

$367,070.30 

$971,625.17 

Media 

$37,173,978.19 

$10,193,104.82 

$26,980,873.37 

Other  Missouri 

Expenditures 

$3,507,220.86 

$961,679.96 

$2,545,540.90 

Out  of  State  Expenditures 

$4,206,964.89 

$1,153,549.77 

$3,053,415.11 

$49,500,000.00 

$13,572,900.00 

$35,927,100.00 
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The  loss  of  these  payroll  amounts  impacts  state  revenues  in  two  ways:  (1)  the  loss  of  state 
income  taxes  on  these  amounts  and  (2)  the  loss  of  state  sales  taxes  forgone.  First,  the  amount  of 
state  income  taxes  can  be  estimated  taking  the  total  payroll  figure,  applying  the  multiplier,  and 
multiplying  by  the  tax  rate  of  .06%.  Here,  lost  income  tax  revenue  would  total  $656,767.36. 
In  estimating  lost  sales  tax  amount,  the  multiplier  must  be  applied.  Previous  research  has 
suggested  using  a  local  fiscal  multiplier  of  5.  ^  Assuming  35%  of  the  payroll  income  is  taxable 
spending,  the  total  lost  sales  tax  revenue  would  be  more  than  $186,000 
(2,189,324.55*5*.04225). 

With  respect  to  the  media  spending,  assuming  only  75%  of  that  translates  to  Missouri 
corporate  income,  and  applying  the  corporate  tax  rate  translates  into  a  loss  of  $1,264,728.44 
(26,980,873.37  *.75  *.0625).  Also  assuming  that  half  of  the  media  spending  is  paid  out  to 
employees  in  salaries,  there  would  be  lost  income  taxes  and  sales  taxes  on  that  amount.  There 
would  be  approximately  $4,047,131.01  (26,980,873.37*.50*5*.06)  in  lost  income  tax.  There 
would  be  a  corresponding  loss  of  state  sales  tax  revenue  from  this  loss  of  salary  in  the  amount  of 
$997,449.16  (26,980,873.37*.50*5*.035*.04225).  Finally,  there  would  be  sales  tax  lost  on  the 
"other  Missouri  expenditures."  Even  assuming  only  half  of  such  expenditures  were  taxable, 
applying  the  multiplier  and  the  sales  tax  rate,  the  state  would  lose  $268,872.76  of  sales  tax 
revenue.  The  total  loss  to  Missouri  state  government  (based  on  only  one  year  of  one  election 
cycle)  is  at  least  $7.39  million  dollars. 


A  multiplier  helps  estimate  the  direct  impact,  indirect  impact  and  induced  impacts.  Direct  impact  includes  the 
payroll  dollars  being  paid.  Indirect  impact  represents  the  impact  of  routine  consumer  spending  by  those  individuals. 
Induced  effects  are  those  changes  in  spending  due  to  additional  (or  lost)  employment  generated  by  the  direct  and 
indirect  effects.  "Expenditure  Multiplier"  attached  as  Appendix  B. 
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2014-032  Impact  on  the  State 

Lost  State  Income  Tax  due  to  lost  campaign  payroll 
Lost  State  Income  Tax  due  to  lost  media  payroll 

$656,767.36 
$4,047,131.01 

1  n*;t  ^t^tp  ^pIp^  XaY  Hup  fn  Inct  ramnaion  nawrnll 

Lost  State  Sales  Tax  due  to  lost  media  payroll 

Lost  State  Sales  Tax  on  "Other  Missouri  Expenditures" 

$997,449.16 
$268,872.76 

Lost  Corporate  Income  Tax  on  media  companies  income 

$1,264,728.44 

TOTAL 

$7,396,821.91 

The  Effect  on  Local  Government 

In  addition,  the  proposed  measure  would  have  a  significant  effect  on  local  government 
revenue.  In  St.  Louis  and  Kansas  City,  a  1%  earnings  tax  is  collected  on  income.  There  would 
be  losses  associated  with  both  the  lost  campaign  payroll  and  lost  media  payroll,  in  the  amounts 
of  $14,228.42  and  $87,674.35  respectively.''  In  addition,  the  average  local  sales  tax  rate  is  3.45% 
in  Missouri.  This  rate  was  applied  to  the  same  tax  bases  as  described  above,  resulting  in  total 
lost  sales  tax  revenue  of  over  $1 .1  million.  The  total  loss  to  local  governments  as  a  result  of  the 
proposed  measure  exceeds  $1.2  million.  The  loss  to  local  governments  is  confirmed  by  the  City 
of  Jefferson's  response  that  the  measure  will  have  a  "negative  fiscal  impact"  on  the  City  of 
Jefferson. 


^  In  201 1,  the  population  of  St.  Louis  and  Kansas  City  as  a  percentage  of  total  state  population  was  12.998% 
according  to  the  U.S.  census  bureau.  Applying  this  percentage  to  the  total  payroll  statewide  generates  an  estimate  of 
payroll  that  would  be  subject  to  the  earnings  and  income  tax.  This  estimate  will  likely  underestimate  the  actual 
fiscal  impact  because  the  earnings  tax  is  collected  from  all  city  residents  and  all  non-city  residents  who  work  within 
the  city  limits. 
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2014-032  Impact  on  Local  Governments 

Lost  Earnings  Tax  due  to  lost  campaign  payroll 
Lost  Earnings  Tax  due  to  lost  media  payroll 

$14,228.42 
$87,674.35 

Lost  Local  Sales  Tax  due  to  lost  campaign  payroll 

Lost  Local  Sales  Tax  due  to  lost  media  payroll 

Lost  Local  Sales  Tax  on  "Other  Missouri  Expenditures" 

$132,180.47 
$814,485.11 
$219,522.90 

TOTAL 

$1,268,091.25 

Senate  Bill  844 

In  2010,  the  Missouri  legislature  passed  Senate  Bill  844.  Legends  Bank  filed  a  lawsuit 
asserting  three  arguments  (1)  SB  844  violated  the  single  subject  requirement  of  article  III, 
section  23  of  the  Missouri  Constitution,  (2)  SB  844  violated  the  original  purpose  requirement  of 
article  III,  section  21,  and  (3)  SB  844  violated  the  First  Amendment  because  it  bars  political 
action  committees  from  receiving  money  from  Missouri  state-chartered  banks  but  allows 
political  action  committees  to  receive  money  from  other  entities  and  individuals.  Legends  Bank 
V.  State,  361  S.W.3d  383,  385-386  (Mo.  banc  2012).  The  trial  court  found  that  SB  844  violated 
the  single  subject  requirement  and  that  section  130.031.13  violated  the  First  Amendment.  Id.  at 
386.  The  Supreme  Court  did  not  reach  the  First  Amendment  issue  because  the  finding  that  SB 
844  violated  the  original  purpose  requirement  of  the  Missouri  Constitution  was  dispositive.  Id. 
at  387. 

The  proposed  initiative  petition  contains  a  provision  identical  to  the  provision  that  was 

the  subject  of  the  First  Amendment  challenge  in  Senate  Bill  844  (IP,  Section  23.3(12)).  It  is 
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highly  likely  this  proposed  measure  will  be  challenged  in  court  and  the  state  will  be  forced  to 
expend  significant  resources  in  defending  the  suit.  This  figure  should  be  added  to  the  one-time 
costs  for  the  state. 
Conclusion 

The  proposed  measure  would  have  a  significant  negative  economic  impact  on  both  the 

state  and  local  governments  in  Missouri.  In  just  one  year,  election  spending  amounted  to  almost 

$50  million  in  Missouri.  The  proposed  measure  would  drastically  reduce  election  spending. 

State  and  local  govenunents  would  lose  income  and  earnings  tax  revenue  and  sales  tax  revenue, 

not  just  on  the  amount  of  decreased  election  spending,  but  much  more,  due  to  the  multiplier 

effect.  Any  estimate  of  fiscal  impact  of  the  proposed  measure  must  include  these  significant 

losses  in  order  to  adequately  inform  potential  signers  and  voters.  We  submit  the  following 

proposed  statement  of  fiscal  impact: 

Annual  state  government  revenue  will  decrease  by  at  least  $7.39  million  per  year. 
It  is  estimated  this  proposal  will  also  increase  state  government  costs  by  at  least 
$127,000  annually  and  result  in  one-time  costs  of  about  $50,000.  Annual  local 
government  revenue  will  decrease  by  at  least  $1.2  million  per  year. 
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This  paper  asks  how  government  and  private  consumption  spending  affect  earn- 
ings in  service  sectors.  To  do  this,  we  exploit  a  natural  experiment,  using  an  ex- 
ogenous form  of  consumption  spending-the  money  spent  while  campaigning  for  a 
party's  Presidential  primarj'  nomination.  To  answer  these  questions,  we  create  a 
novel  dataset  combining  the  date  each  state  held  its  primary  from  1976-2008,  the 
date  in  each  election  cycle  in  which  only  one  candidate  remained,  and  quaiterly 
state  income  by  sector.  Hosting  a  primary  election  increases  total  income,  partic- 
ularly in  the  accommodations  sector.  These  results  remain  consistent  when  using 
data  on  primary  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 
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1  Introduction 

Government  expenditures  have  been  found  to  increase  employment  and  income.'  How- 
ever, this  literature  restricts  itself  to  studying  investment  expenditures  in  the  form  of 
education,  health,  militar}',  and  infrastructure  spending,  leaving  the  question,  "How  does 
added  consumption  spending  affect  income?"  unanswered.^  This  paper  uses  a  natural 
experiment  to  estimate  the  relationship  between  consumption  spending  and  short-run 
income  growth  by  exploiting  exogenous  vaiiation  in  the  duration  and  ordering  of  Presi- 
dential priraarj'  campaigns. 

In  2008  alone,  these  campaigns  spent  $348  million  across  states  on  hotels,  meals,  rental 
cars,  and  other  campaign  expenditures.^  This  figure  does  not  include  the  amount  spent 
by  media  covering  the  race,  personal  in-state  expenses  of  staffers,  or  additional  funds 
individuals  outla}'  when  coming  out  to  witness  the  spectacle  of  a  primary  race.  Wc  use 
this  exogenous  spending  to  determine  the  short-run  income  growth  when  money  enters  a 
state  economy. 

Primaiy  elections  are  held  sequentially  by  state  and  each  election  cycle  varies  in  dura- 
tion due  to  changes  in  the  competitiveness  of  elections.  In  some  years,  there  is  no  primary 
in  many  states,  as  the  nomination  is  determined  long  before  each  state  has  its  turn  to  vote 
for  a  nominee.*  For  example,  in  2004  Senator  Keny  clinched  the  Democratic  nomination 
in  March,  whereas  in  2008  President  Obama  did  not  win  the  nomination  until  June.  In 

^See  for  example,  Wilson  (2011),  Shoag  (2010),  Serrate  and  Wingender  (2010),  Chodorow-Reich  et 
al.  (2011),  Ramey  (2011),  and  Ramey  (2011a). 

*To  a  certain  degree,  this  question  has  been  addressed  in  the  literature  on  the  economic  impact 
of  mega-events  such  as  the  Superbowl,  Presidential  Nomination  conventions,  and  the  Olympics,  (See 
Matheson  (2006)  and  citations  therein).  However,  it  differs  in  certain  respects,  most  importantly  in 
that  we  have  a  stronger  identification  stratedy.  In  primary  elections,  there  is  ex-ante  uncertaintj'  as  to 
whether  or  not  a  state  will  be  reached  by  primary  campaigns,  whereas  mega-events  are  planned  far  in 
advance.  Mega-events  allow  an  area  to  anticipate  additional  consumption  expenditures  and  internalize 
the  benefits  by  increasing  up  front  costs.  However,  the  value  of  consumption  spending  in  a  primary  is 
unanticipated  ex-ante  and  the  variance  in  spending  between  hosting  and  not  hosting  a  primary  is  high, 
deterring  businesses  from  internalizing  the  benefits  prior  to  the  event.  Second,  candidates  campaign  in 
areas  to  reach  the  maximum  number  of  pivotal  voters  not  in  the  most  desirable  tourist  locations,  so  it  is 
unlikely  that  crowd  out  of  the  local  tourist  sector  occurs  in  this  setting  as  in  the  prior  vein  of  literature. 

•''Authors'  calculation  based  on  CRP  (2011). 

^We  consider  the  nomination  determined  once  there  is  only  one  candidate  remaining  in  the  contest. 
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particularly  long  primaiy  elections,  local  businesses  in  states  that  are  not  normally  ex- 
posed to  primary  campaigns  receive  an  exogenous  inci'ease  in  revenue.  In  addition,  many 
states  change  their  position  on  the  primaiy  calendar  between  election  cycles. 

This  paper  first  establishes  the  exogencitj'  of  campaign  spending  and  economic  indica- 
tors. Next,  we  exploit  the  variation  in  whether  or  not  a  state  receives  campaign  spending 
in  each  year  to  test  how  this  increased  spending  affects  local  economies.  Specifically,  we 
study  how  income  growth  is  affected  by  the  presence  of  a  primaiy  in  a  given  state  and 
quarter.^ 

To  conduct  this  analysis,  we  create  a  novel  dataset  of  primary  and  caucus  dates  from 
1976-2008,  where  we  determine  if  a  state  held  a  primary  based  on  the  scheduled  primaiy 
date  and  the  date  in  which  onl}'^  one  candidate  remained  in  each  party's  election.  We  pair 
this  primary  elections  data  with  quarterly  state-level  and  sector-specific  information  on 
personal  income  levels  from  the  Bureau  of  Economic  Analysis  (BEA). 

We  find  that  the  presence  of  a  primary  increases  overall  income,  as  well  as  income 
in  service-related  sectors.  Fiom  1976-2008,  income  growth  increased  by  0.53  percentage 
points  in  states  with  primaries,  compared  to  an  average  income  growth  of  1.3  percentage 
points  per  quarter.  This  implies  about  a  41%  increase  in  the  quarterly  income  growth 
rate  in  quarters  when  there  is  primaiy  spending.  Our  results  are  robust  to  controlling 
for  factors  related  to  the  amount  of  spending  as  well  as  to  including  state  fixed  effects. 
We  verify  these  results  using  data  on  campaign  expenditures  for  2004  and  2008  from 
the  Center  for  Responsive  Politics.^  In  this  setting,  we  find  that  doubling  campaign 
expenditures  increases  overall  income  growth  by  about  0.05  percentage  points  (or  hosting 
a  primaiy  results  in  a  35%  increase  in  quarterly  income  growth  rates),  and  this  effect  is 
particularly  pronounced  in  the  accommodations  sector. 

*The  idea  that  election  outcomes  could  affect  the  econom}'  is  not  new.  Snowberg  et  al.  (2007)  use 
prediction  market  analysis  of  elections  from  1880-2004  to  show  that  electing  a  Republican  President  raises 
equity  valuations  by  23%.  Knight  (2006)  shows  that  policy  platforms  in  the  2008  Presidential  general 
election  were  capitalized  into  equitj'  prices.  No  one  has  previously  asked  how  the  act  of  campaigning  can 
aifect  the  economy. 

^Data  on  campaign  expenditures  are  only  available  for  these  two  years. 
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We  appeal  to  two  distinct  literatures  in  this  paper.  First,  the  existence  of  primarj'  elec- 
tions provides  a  new  environment  in  which  to  study  local  economic  development,  through 
exogenous  shocks  to  consumption  expenditures.  Recentlj^  scholars  and  policymakers  have 
expressed  interest  in  the  American  Recovery  and  Reinvestment  Act  (ARRA)  spending. 
Wilson  (2011)  and  Chodorow-Reich  et  al.  (2011)  use  instrumental  variable  strategies  and 
find  that  one  new  job  created  costs  $125,000  and  $26,300  per  year,  respectively.''  Ask- 
ing a  similar'  question  Serrato  and  Wingender  (2010)  find  that  an  additional  job  costs 
$30,000  per  3'ear,  using  an  instrumental  variables  strategy  and  data  on  federal  investment 
spending.  Similarly,  Shoag  (2010)  uses  the  idiosyncratic  component  of  state-managed  de- 
fined benefit  pensions  to  predict  government  spending.  He  finds  that  $35,000  of  spending 
generates  one  additional  job. 

In  comparison  to  the  papers  just  mentioned,  we  avoid  the  natural  endogeneitj'  con- 
cern that  spending  is  often  allocated  to  states  in  the  most  need  of  growth.^  Candidates 
campaign  as  to  maximize  their  chances  of  winning  the  election,  which  genei-ally  means 
following  the  primary  calendar.  Candidates  campaign  in  states  sequentially,  and  tend  to 
not  visit  a  state  until  the  primary  is  upcoming.  One  reason  for  this  is  that  individual 
victories  create  momentum  to  propel  a  candidate  to  his  next  contest.^  In  addition,  can- 
didates also  have  a  disincentive  to  over-spend  in  the  primary,  as  they  want  to  save  any 
potential  funds  for  the  general  election  battle,  conditional  on  winning  the  nomination.  For 
these  reasons,  the  optimal  strategy  for  candidates  is  to  campaign  sequentially,  meaning 
that  the  allocation  of  funds  will  depend  on  the  primary  schedule  and  will  be  exogenous 
to  local  economic  conditions. 

In  addition,  our  paper  studies  the  effect  of  spending  on  a  different  set  of  sectors 

than  is  normally  assessed.  Most  of  the  ARRA  funds  were  centered  around  Medicaid  and 

^Chodorow-Reich  et  al.  (2011)  find  that  the  jobs  resulting  from  Medicaid  spending  are  concentrated 
in  the  state  and  local  government,  health,  and  education  sectors. 

*This  is  particularly  true  in  the  cases  of  the  ARRA  spending,  though  Knight  (2002)  shows  that  this 
can  also  be  true  in  the  transportation  sector. 

^See  Abramowitz  (1989),  Abramson  et  al.  (1992),  Mutz  (1998),  Adkins  and  Dowdle  (2001),  Callander 
(2007),  Stmmpf  (2002),  and  Klumpp  and  Polborn  (2006)  for  more  on  the  necessitj'  of  momentum  in 
primaiy  contests. 
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education,  and  other  federal  spending  initiatives  focused  on  infrastructure  investment, 
energy  efficiency,  unemployment  assistance,  and  state  and  local  government  stabilization 
(111th  Congress  2009).  On  the  other  hand,  primaiy  spending  likely  benefits  the  local 
economy  in  the  service-related  sectors.  Another  unique  feature  of  our  work  is  that  transfers 
do  not  entirely  come  from  the  federal  government,  allowing  us  to  study  how  increases  in 
consumption  expenditures  in  the  form  of  transfers  can  affect  income  growth.  Primary 
campaigns  are  sometimes  funded  through  federal  matching,  but  candidates  vying  for  their 
part3'^'s  presidential  nomination  rely  on  money  from  individual  donors  and  from  Political 
Action  Committees. 

Second,  while  we  establish  that  the  duration  of  a  primaiy  and  the  time  in  which  states 
clianged  their  primary  dates  are  uncorrelated  with  economic  indicators,  our  paper  adds 
to  the  literature  investigating  the  incentives  for  states  to  hold  early  primaries. States 
early  in  the  primaiy  process  are  presumed  to  have  a  disproportionate  effect  on  candidate 
selection  by  building  candidate  viability,  attracting  donors  and  volunteers,  and  creating 
momentum  (Abramowitz  1989;  Abramson  et  al.  1992;  Mutz  1998).  Some  work  examines 
the  policy  benefits  of  early  contests.  Taylor  (2010)  finds  no  effect,  while  Knight  and  Schiff 
(2010)  find  that  early  contests  had  a  20%  greater  influence  over  candidate  selection  than 
later  contests  in  2004.^^  Similarly,  Malhotra  and  Snowberg  (2011)  find  that  the  order 
mattered  less  than  pivotal,  or  competitive,  primaiy  contests  in  2008.  Theoretical  work 
demonstrates  that  voters  can  use  eai'lj'  contests  as  cues  in  determining  their  vote  choices. 

This  paper  is  the  first  to  investigate  the  potential  economic  benefits  of  having  an  eai'ly 
'"See  Section  6  for  more  on  federal  funding  percentages. 

''States  have  a  demonstrated  interest  in  holding  early  primaiies.  For  example,  in  2008  Micliigan  and 
Florida  moved  their  primaries  to  January,  and  this  was  rejected  bj'  the  DNC.  Democratic  candidates 
agreed  to  refrain  from  campaigning  in  these  states,  and  the  delegates  were  not  counted  in  the  candidates' 
totals.  This  did  not  deter  Florida  from  moving  its  primary  up  in  the  order  again  in  2012,  which  was  this 
time  rejected  by  the  RNC,  costing  the  state  half  of  its  delegates  (Grice  2012).  Thus,  moving  a  primary 
contest  too  early  can  be  costlj',  yet  states  are  still  attempting  to  change  their  primary  dates. 

'^Taylor  (2010)  uses  state  procurement  data  from  1984  to  2004  to  show  that  primary  order  matters 
only  in  competitive  nominations  when  the  victorious  candidate  won  that  states  contest.  Knight  and  Scliiff 
(2010)  use  changes  in  prediction  markets  over  the  election  to  identify  influence. 

'^See  Morton  and  Williams  (2001),  Callander  (2007),  Serra  (2011),  and  Ali  and  Kartik  (2006). 
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nomination  contest.''* 

The  remainder  of  the  paper  is  organized  as  follows.  Section  2  describes  the  construction 
of  the  dataset.  Section  3  provides  descriptive  statistics  and  motivates  our  identification 
strategy.  Section  4  explains  our  empirical  strategies  and  presents  our  findings.  Section  5 
discusses  the  source  of  cajnpaign  funds,  and  Section  6  provides  concluding  remarks. 

2  Data 

We  combine  institutional  details  of  primary  races  dating  back  to  1976  with  state- 
level  personal  income  data  from  the  Bureau  of  Economic  Analysis  (BEA),  creating  a 
comprehensive  Presidential  primary  and  local  economic  database.  In  the  next  3  sub- 
sections, we  explain  how  we  collected  these  data.  For  more  information  on  the  specifics 
of  the  variables  created,  including  summary  statistics,  the  source  of  each  vai'iable  and  the 
calculation  of  each  vaiiable,  see  Tables  8-10  in  Appendix  A. 

2.1    Primary  Information 

We  hand-collect  a  thorough  database  of  the  dates  of  each  primarj'  or  caucus  in  each 
state  starting  from  1976,  which  is  the  first  year  the  Democratic  National  Committee 
(DNC)  and  Republic  National  Committee  (RNC)  held  conventions  in  their  current  forms, 
and  ending  in  2008.'^  We  obtain  this  information  from  the  Green  Papers  (for  primaries), 
as  well  as  Frontloading  HQ  (for  caucuses),  and  confirm  these  with  state  election  boards 
when  the  two  are  not  consistent.  When  a  state's  delegates  are  determined  by  only  state 
party  officials  (and  not  in  caucuses  or  primaries  with  individual  voters),  we  count  this  as 

pat-allel  literature  looks  at  the  effects  of  the  primary  structure  on  general  election  outcomes.  The 
primary  process  may  constrain  candidates  from  converging  to  the  position  of  the  median  voter,  as  they 
will  take  on  more  extreme  positions  to  satisfy  primary  voters  who  are  less  moderate  than  the  general 
population  (Geer  1988;  Norrander  1989).  Malhotra  and  Snowberg  (2011)  study  the  effects  of  eaily  contests 
more  broadly,  including  candidates'  difficulties  of  returning  to  the  center  in  the  general  after  trying  to 
attract  primary  voters. 

**This  means  that  individual  voters,  not  party  elites,  began  selecting  candidates  in  each  state.  The 
candidate  with  the  most  delegates  earned  the  nomination  at  a  national  convention. 


a  case  where  the  state  did  not  have  a  "primary."  In  cases  where  states  hold  a  "beauty 
contest"  nomination,  where  individual  voters  choose  their  favorite  candidate  but  there 
are  no  delegates  at  stake,  we  count  this  as  having  a  "primary,"  as  some  candidates  find 
it  important  to  win  a  symbolic  victory  in  these  states  to  gain  momentum. ^^•''^ 

Next,  we  collect  information  on  the  date  at  which  the  nomination  was  clinched  for  each 
party  in  each  j'ear.  We  award  a  candidate  the  nomination  when  he  is  the  only  candidate 
left  in  the  contest,  meaning  that  the  primarj'  campaigning  has  ended.  This  sometimes 
occurs  months  before  the  convention  date.  Table  1  contains  the  dates  at  which  candidates 
clinched  the  nominations  over  time.  In  cases  where  the  incumbent  was  not  challenged  in 
the  primary,  such  as  1984  for  Ronald  Reagan,  we  code  the  primary  for  that  party  as  "no 
primary." 

Additionally,  in  certain  situations  there  could  be  spending  for  the  primary  and  the 
general  election  at  the  same  time.  For  example,  in  2004,  when  President  George  W.  Bush 
was  the  incumbent,  he  immediately  began  campaigning  for  the  general  election  becatise 
he  had  no  competition  in  the  primary.  During  this  same  time  period.  Democrats  were 
competing  for  their  partj^'s  nomination.  Likewise,  in  2008  Senator  McCain  started  to 
campaign  for  the  general  election  once  he  clinched  the  nomination  in  March,  whereas  the 
Democratic  primai-y  continued  for  three  additional  months.  We  want  to  be  sure  that  we 
axe  measuring  the  effect  of  primary  election,  not  general  election,  spending.  Thus,  we 
collect  data  on  the  battleground  states  for  each  election  cycle,  asserting  the  conventional 
wisdom  that  candidates  only  campaign  in  battleground  states  in  Presidential  general 
elections  (Stromberg  2008;  Ashworth  and  Clinton  2007;  Huber  and  Arceneaux  2007).^^ 

^*States  holding  these  "beauty  contests"  usually  choose  their  candidate  based  on  conventions  and  state 
party  officials'  decisions.  After  2000,  there  are  some  in-stances  where  there  were  no  delegates  at  stake, 
after  a  state  had  moved  up  in  the  primary  process  and  one  of  the  national  coimnittees  considered  this 
unconstitutional  ,  i.e.  Michigan  and  Florida  in  2008.  These  two  states  still  had  campaigning  from  the 
Republicans,  so  we  include  them  in  this  context  alone. 

^''The  primary  dates  by  party  for  each  state  and  year  combination  from  1976  to  2008  are  available 
upon  request. 

^*A11  incumbents  do  not  have  the  luxury  of  having  no  opposition  in  the  primary  election.  For  example, 
President  Carter's  low  approval  ratings  gave  the  DNC  justification  to  push  other  candidates,  including 
EMwai'd  Kennedy,  to  challenge  him  in  the  primaiy  contest. 

'^See  Section  2.3  for  more  on  spending. 
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We  label  a  state  as  a  battleground  state  if  the  difference  in  the  likelihood  the  Democratic 
candidate  wins  and  the  Republican  candidate  wins  is  ever  within  10  percentage  points 
in  Intrade  prediction  markets  or  polling  data  (specifically,  pollster.com  and  David  Leip's 
polling  report).  In  earlier  elections  when  polls  are  more  spsuselj'  available  (i.e.,  1976- 
1992),  we  instead  look  at  the  races  where  the  candidates'  end  vote  shares  were  within  10 
percentage  points  of  one  another.^"  Finally,  a  state  can  only  be  labeled  as  a  battleground 
state  if  1)  the  election  cj'cle  has  started  and  2)  the  primary  contest  in  at  least  one  party 
has  been  completed  (i.e.,  only  one  candidate  is  remaining).^' 

2.2  Income 

The  BEA  reports  total  personal  income  in  each  quarter  and  state,  for  each  sector 
of  the  economy.  For  the  purpose  of  this  paper,  we  refer  to  total  earnings  (excluding 
government  transfers)  as  total  income.  We  transform  this  into  per-capita  values  using 
population  data  from  the  US  census.  In  addition  to  total  income  per  capita,  we  focus  on 
the  sectors  where  we  would  expect  large  effects  from  primary  spending,  wliich  are  mostly 
service  related  sectors.  Accommodations  and  retail  are  two  sectors  we  focus  on,  in  that 
the  visiting  campaign  staff  and  media  will  need  to  stay  in  hotels  and  make  purchases 
during  the  campaigns.  The  accommodations  and  retail  sector  accounted  for  about  5% 
and  9%  of  total  income  in  2008,  respectively. 

The  BEA  data  is  divided  into  2  periods:  1974-2001,  and  1990-2009,  and  the  sector 
definitions  changed  across  the  two  periods.  We  focus  our  analysis  on  the  semces  sector, 
particularly  food  and  accommodations,  because  that  is  where  we  expect  to  see  the  laigest 
effect.  In  the  data  firom  1974-2001,  the  BEA  only  reports  total  income  in  the  services  sec- 
tor. However,  in  the  1990-2009  data,  they  divide  services  into  different  groups,  including 

food  and  accommodations,  which  we  focus  on.  We  therefore  do  the  analysis  separately 

^"A  list  of  eacli  state  and  the  yeai-s  in  which  the  state  was  a  battleground  in  competitive  in  the  general 
election  is  shown  in  Appendix  B. 

^'Conditional  on  hosting  a  primary  in  a  given  quarter,  the  probability  that  a  given  state  is  labeled  a 
battleground  state  in  the  same  quarter  is  less  than  39  percent. 
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for  each  period  due  to  these  data  limitations. 


2.3    Campaign  Expenditures 

We  obtain  campaign  expenditures  data  for  the  2004  and  2008  primar}'  election  cycles 
from  the  Center  for  Responsive  Politics  (CRP),  which  collects  and  compiles  data  from 
the  Federal  Election  Comraission.^^  These  data  contain  information  on  each  expenditure 
made  in  House  and  Presidential  races  by  campaigns,  Political  Action  Committees  (PACs), 
and  state  parties,  where  each  expense  contains  a  date,  location  (down  to  zip  code),  and 
information  on  what  the  expense  entailed  (i.e.  hotel).  We  narrow  this  dataset  to  include 
only  expenses  made  in  pursuit  of  the  primary  nomination  by  the  Presidential  candidate's 
official  campaign,  i.e.  "Barack  Obama  for  President,  2008."  We  do  not  include  PAC 
spending  as  it  is  difficult  to  understand  for  which  campaign  the  PAC  is  spending  its  funds 
(i.e.  Presidential  or  House)  in  the  data. 

These  data  also  include  information  on  the  division  of  the  campaign  in  which  the 
expense  was  made.  We  create  two  different  measures  of  expenditures.  Campaign  expen- 
ditures consist  of  all  money  spent  by  the  candidate  and  his  direct  staff  on  travel,  hotel 
rooms,  and  meals,  as  well  as  local  polling,  Get-out-the-Vote  campaigns  (GOTV),  and 
campaign  events.  In  addition,  campaign  expenditures  include  what  the  campaign  calls 
"administrative  expenditures,"  which  includes  all  money  spent  on  the  offices  within  a  state 
and  its  staffers.  This  mostly  consists  of  spending  on  catering  for  meetings,  rent,  utilities, 
cable,  and  internet  in  campaign  offices,  administrative  supplies  (associated  largely  with  IT 
costs),  and  staffer  travels  (rental  cars,  housing,  flights,  etc.).  Total  expenditures  include 
all  expenses  listed  under  our  campaign  expenditures  measure,  as  well  as  money  spent  on 
broadcast,  radio,  and  print  advertising,  along  with  other  media-related  costs  (i.e.,  media 
consultants,  production  costs  of  advertisements,  and  miscellaneous  costs  related  to  getting 

^^We  attempted  to  aggregate  the  1990-2009  data  to  get  a  total  measure  of  Income  in  the  services 
sector.  Since  the  3'ears  1990-2001  are  included  in  both  datasets,  we  can  compare  to  see  how  similar  tlie 
two  measures  aie.  They  are  very  different,  which  is  why  we  could  not  use  this  aggregated  services  income 
in  the  same  analysis  as  the  1974-2001  services  data. 

^^See  CRP  (2011)  for  more  information  on  the  dataset. 
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out  the  message). 

The  total  expenditures  are  likely  to  include  some  expenses  that  do  not  directly  affect 
a  state's  local  economy  at  the  time  of  a  primarj',  though  they  are  expenses  made  for  the 
primary  campaign.  For  example,  the  production  of  an  advertisement  run  in  Iowa  could 
be  done  in  California,  and  thus  included  in  this  measure.  The  production  could  also  be 
done  in  Iowa,  however,  and  it  is  not  feasible,  given  the  data,  to  distinguish  the  two.  Thus, 
for  the  remainder  of  the  paper,  we  choose  to  focus  on  the  campaign  spending  measure  in 
favor  of  the  total  expenditui-es  measure. 

We  expect  that  campaign  expenditures  are  a  good  proxy  for  the  candidate's  travel 
and  the  campaign's  du-ect  expenses.  However,  the  administrative  portion  of  the  campaign 
expenditures  ai-e  likely  a  lower  bound  for  the  amount  of  money  staffers  spend  in  each  state 
during  the  campaign.  For  example,  if  campaign  staff  goes  to  a  restaurant  in  the  evening, 
this  will  not  be  covered  as  a  campaign  expense,  aspecially  if  the  meal  includes  alcohol. 
This  spending  amount  is  a  lower  bound  for  total  exogenous  spending  in  the  area,  since 
national  news  and  media  crews  also  tend  to  follow  and  cover  the  primary  schedule  state 
by  state.  Even  with  this  lower  bound,  states  with  primaries  tend  to  see  between  one  half 
a  million  and  19  million  dollars  in  spending  over  an  election  cycle.  Comparing  this  to 
the  median  total  income  in  the  retail  and  accommodations  sectors,  7.14  and  3.3  billion 
respectively,  this  is  still  enough  money  to  modestly  boost  local  income  growth.^^ 

3    Descriptive  Statistics 

In  this  section,  we  first  argue  that  the  timing  and  existence  of  a  primaiy  campaign  is 
exogenous  to  local  economic  growth.  We  next  look  at  the  campaign  expenditures  data 
from  2004  and  2008  to  estabUsh  that  there  is  more  spending  during  primary  campaigns. 

'^If  we  instead  use  total  expenditures  instead  of  campaign  and  administration  expenditures  in  the 
analysis  that  follows,  our  results  are  slightlj'  smaller  in  magnitude,  though  they  remain  substantively 
similar  to  the  estimates  provided.  These  results  are  available  upon  request. 
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3.1    Exogeneity  of  Primary  Campaigns 

The  identification  strategy  in  this  paper  comes  from  the  ortliogonality  of  primary 
campaign  spending  in  a  given  state  and  the  state's  local  economy,  where  the  nature  of 
primaiy  contests  gives  candidates  an  incentive  to  campaign  sequentially.  Since  this  money 
is  not  targeted  to  states  with  the  most  need,  the  shock  to  consumption  expenditures 
generated  from  primary  campaign  spending  is  exogenous  to  income  levels.  Iowa's  primary 
is  alwaj's  first  in  the  election  cj'cle,  so  the  state  should  expect  the  millions  of  dollars  spent 
in  local  businesses  by  the  Presidential  campaigns,  media  crews,  and  the  ceremony  of  the 
primaiy  election.  Since  the  natural  experiment  fails  in  this  case,  we  drop  all  states  that 
have  a  primary  in  eveiy  year  in  our  analysis.  Other  states,  however,  experience  more 
variation  in  regards  to  (1)  whether  or  not  any  money  will  be  spent  in  primary  campaigns 
and  (2)  how  much  money  will  be  spent.  This  variation  comes  from  two  main  channels. 

First,  the  duration  of  any  primary  campaign  is  unknown  ex  ante.  While  some  primary 
campaigns  leave  only  one  candidate  in  each  party  after  only  a  few  months  (i.e.  in  2004 
when  Sanatory  Kerry  clinched  in  March),  other  election  cycles  (i.e.  2008)  cEury  on  until 
June,  reaching  every  state.  Figure  1  shows  the  variation,  by  party,  of  the  number  of 
states  reached  by  campaigns  in  each  election  cycle.  This  shows  significant  fluctuations  in 
the  number  of  states  that  have  primary  elections  each  year,  particularl}'  in  Republican 
primaries.  Alternative!)',  Figure  2  plots  the  duration  of  primary  campaigns  over  time, 
where  the  duration  is  defined  as  the  number  of  days  from  the  first  primary  until  only  one 
candidate  remained  in  the  contest.^^  In  general,  the  early  contests  from  1976-1992  took 
longer  to  determine  each  pai"ty's  candidate. 

Figure  2  additionall}'  plots  the  average  real  GDP  per  capita  in  the  US  over  time,  reas- 
suring us  that  the  duration  of  primaries  is  uncorrelated  with  the  state  of  the  economy. 
To  provide  a  specific  example  of  the  changes  in  primary  campaigning  between  years,  we 

'^Since  there  are  potentially  2  primaries  in  each  state  and  year,  there  is  a  duration  for  each  contest. 
We  plot  the  length  of  the  longer  primary  in  each  year. 

^^When  regressing  real  GDP  per  capita  on  the  duration  of  primaries,  we  find  no  statistically  significant 
relationship  between  the  two  variables. 
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show  the  changes  in  primary  status  by  states  between  the  2004  and  2008  elections.  Figure 
4  shows  which  states  switched  primary  status  between  2004  and  2008.  Comparing  just 
these  2  election  cycles,  we  see  that  there  aie  many  states  that  had  primar  ies  in  2008  but 
not  2004,  due  to  both  the  fact  that  there  was  no  Republican  primary  in  2004  and  the 
length  and  competitiveness  of  the  2008  Democratic  primaiy. 

Second,  the  ordering  of  primaries  across  states  has  changed  drastically  from  1976 
through  the  present  day.  Although  national  parties  have  some  influence  on  the  timing 
of  primaries,  the  decisions  are  ultimately  made  by  each  state.  There  has  been  significant 
movement  in  the  primaiy  calendar  over  time.  The  change  in  ordering  also  allows  for 
some  states  to  experience  campaign  spending  in  some  election  cycles  and  not  others. 
In  addition,  if  a  state's  primary  moves  to  a  daj'  in  which  many  other  states  hold  their 
contests,  this  may  lead  to  a  reduction  in  campaign  spending  in  that  state.  This  gives  us 
vai-iation  in  both  the  existence  of  and  amount  of  spending  by  primary  campaigns. 

The  aigument  in  our  paper  implies  that  states  should  have  an  incentive  to  move  their 
primaries  eailier  in  the  calendar-  in  order  to  gain  economic  benefits.  If  this  were  true, 
then  we  could  no  longer  argue  that  primaries  are  exogenous.  However,  we  do  not  believe 
that  this  is  the  case,  due  to  the  lengthy  process  involved  in  changing  primary  dates.  In 
order  for  a  state  to  be  able  to  change  its  Presidential  primary  date,  the  state  legislature 
must  propose  a  bill,  which  in  most  states  is  an  extremely  lengthy  process,  where  less  than 
5-10%  of  bills  axe  passed. The  lengthy  process  creates  difficulty  for  states  to  change 
their  date  in  a  timely  fashion,  making  it  unlikely  that  the  primary  date  will  be  switched 
(and  reached)  when  the  state's  economy  is  at  its  worst.  In  addition,  the  state  and  national 
part}'  officials  must  approve  the  change  in  date  for  the  state's  delegates  to  count  in  the 
nomination  process. 

Furthermore,  even  though  this  change  of  date  is  under  the  authorization  of  state 

^^Most  states  have  dates  like  the  following  from  Montana's  Constitution:  13-1-107,  Times  for  holding 
primary  elections.  (1)  On  the  first  Tuesday  after  the  first  Monday  in  June  preceding  the  general  election 
provided  for  in  13-1-104(1),  a  primary  election  shall  be  held  throughout  the  state  (The  Constitution  of 
the  State  of  Montana,  2011). 
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elected  officials  who  have  an  interest  in  state  policj',  a  state's  change  in  ordering  is  seem- 
ingly uncorrelated  with  a  change  in  economic  indicatore.  To  demonstrate  this,  in  each 
yeai"  we  split  the  states  into  two  groups:  those  who  changed  their  primary  date  from  the 
previous  election,  and  those  that  did  not.^*  Figure  3  plots  the  average  GDP  growth  in 
both  groups  over  time.^  The  graph  also  shows  the  number  of  states  that  changed  their 
primary  date  in  each  yeai'.  This  figure  shows  no  systematic  difference  between  the  GDP 
growth  in  both  groups  over  time.^"  We  also  see  that  there  are  a  large  number  of  states 
that  change  their  primary  dates  each  j'ear,  showing  that  this  provides  an  important  source 
of  variation. 

An  additional  literature  on  vote-buying  suggests  that  politicians  can  adjust  funds  on 
a  state-by-state  basis  (See  e.g.,  Levitt  and  Snyder  (1995);  Fleck  (2008)).  If  government 
funds  are  correlated  with  campaign  spending,  this  could  additionally  confound  our  effect. 
However,  the  ability  of  politicians  to  adjust  the  allocation  of  government  funds  quick!)'  on 
a  state-by-state  basis  is  limited.  For  example,  Senator  Kerry  would  have  trouble  providing 
a  voting  record  that  appeased  each  state  he  visited  in  his  Presidential  primary  campaign 
surrounding  the  time  of  that  state's  election.  This  makes  the  approach  taken  in  this  paper 
more  compelling  than  studies  that  focus  on  differences  in  policy  spending  over  time  as 
exogenous  vaiiation. 

3.2    Primary  Spending 

In  this  paper,  we  study  whether  the  existence  of  a  primary  increases  local  income.  For 
there  to  be  an  effect,  there  has  to  be  more  campaign  spending  in  states  with  primaries. 
To  verify  that  this  is  true,  we  use  data  on  campaign  expenditures  from  the  2004  and  2008 
primary  elections.  Table  2  shows  the  distribution  of  spending  for  primaries  by  quarter, 

'^We  label  a  state  as  having  changed  their  primai-y  date  if  the  date  of  the  primary  made  a  substantial 
cliange  (i.e.  more  than  2  weeks)  such  that  it  took  an  initiative  within  the  state's  Board  of  Elections  and 
changed  the  ordering  of  the  primary  scliedule. 

^®The  average  GDP  growth  takes  percentage  growth  of  GDP  between  two  j'ears  of  each  state  (in  each 
group)  and  takes  tlie  average  of  those  observations  b)'  year. 

^"A  t-test  shows  that  the  difference  in  the  means  is  not  statistically  different  than  0. 
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■where  states  with  primaries  in  the  current  or  next  period  have  higher  spending  than  areas 
without  primaries.  We  see  that  spending  increases  not  only  increased  during  the  quarter 
of  the  primaiy,  but  also  in  the  quaiter  before  the  prunary.  Eaiiy  spending  could  occur 
because  candidates  cainpaign  in  some  states  for  an  extended  period  of  time,  especially 
when  the  race  is  on  the  cusp  of  two  quarters. 

Next,  we  look  at  the  changes  in  spending  in  states  as  they  change  primaiy  status  over 
the  years,  to  ensure  that  having  a  primary  leads  to  increased  spending.  In  general,  we 
see  that  states  that  did  not  have  a  primary  in  2004  and  did  have  one  in  2008  tended  to 
have  more  spending  in  2008.  Figure  4  shows  the  states  that  held  a  primary  in  2008  and 
not  in  2004,  and  Figure  5  shows  the  percentage  change  in  expenditures  between  the  two 
election  cycles.  States  such  as  Pennsylvania  and  Utah,  which  were  reached  in  the  lengthy 
Democratic  campaign  in  2008,  had  over  20  percent  more  primary  spending  in  this  election 
cycle  than  they  did  in  2004,  when  the  process  culminated  before  the  state  was  reached. 
There  is  also  an  increase  in  spending  from  2004  to  2008  in  early  states  like  Iowa,  South 
Carolina,  and  New  Hampshire,  where  the  increased  number  of  candidates  and  the  fact 
that  both  parties  held  primaries  increased  the  spending  in  those  states.  Conversely,  the 
state  election  boards  in  Michigan  and  Florida  moved  their  Presidential  primary  contests 
up,  and  set  the  elections  in  January  2008.  The  DNC  challenged  these  moves,  and  in  turn, 
Democratic  candidates  opted  to  not  campaign  in  these  states.  Thus,  spending  in  these 
states  actually  decreased  from  their  later  primary  day  in  2004.^^  Overall,  these  figures 
show  variation  in  spending  in  states,  depending  on  whether  or  not  there  is  a  primary  in 
that  year.  This  supports  our  argument  that  there  will  be  more  spending  in  states  with 
primaries. 

Using  the  spending  data  and  the  primary  dummies  in  2004  and  2008,  we  estimate  the 

There  are  cases  where  state  boundaries  provide  a  neighboring  state  with  additional  spending  when 
there  is  not  a  primary  in  that  state.  For  example,  New  Jersey  benefited  from  New  York's  early  primary 
on  a  day  independent  of  all  other  primary  contests  in  2004.  This  is  because  candidates  spent  money 
renting  cars,  purchasing  hotel  rooms,  and  eating  some  meals  in  New  Jersey,  though  they  were  ofRcially 
campaigning  in  NY.  When  compared  to  2008,  even  though  NJ  held  its  own  primaiy,  it  did  this  on  a 
day  when  many  other  states  also  held  primaries,  as  did  NY.  This  made  spending  higher  in  the  previous 
election  cycle. 
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relationship  between  the  existence  of  a  piimaiy  and  spending  growth,  while  controlling 
for  the  same  factors  we  take  into  account  in  our  later  analysis.  We  first  construct  a 
set  of  control  variables  we  expect  to  be  correlated  with  the  intensity  of  spending.  The 
structure  of  the  primary  calendar  is  such  that  there  is  often  one  day  with  many  of  the 
elections,  typically  called  "Super  Tuesday."  We  control  for  whether  or  not  an  election  in 
a  state  is  on  this  day  each  yeai".^^  Another  possibility  is  that  in  states  with  late  primaries, 
early  spending  for  the  general  election  when  one  party's  nominee  has  been  determined 
and  the  other  has  not  could  falsely  lead  to  higher  levels  of  income  growth,  especially 
in  battleground  states.  To  account  for  this,  we  control  for  whether  or  not  a  state  is  a 
battleground  state  in  periods  after  one  party's  candidate  has  been  chosen.^ 

The  first  column  in  Table  3  shows  that  the  existence  of  a  priraaiy  more  than  doubles 
spending  growth  in  that  quarter,  when  compaied  to  states  without  primaries.  Primary 
spending  growth  is  lower  in  "Super  Tuesday"  states  when  compai'ed  to  states  with  pri- 
maries on  other  days,  as  "Super  Tuesday"  elections  make  it  hard  for  time-constrained 
politicians  to  campaign  everywhere.  In  addition,  battleground  states  tend  to  have  signif- 
icantly lower  spending  growth  than  non-battleground  states.  This  result  is  not  surprising 
since  our  dependent  variable  is  only  primaiy  spending  growth,  and  does  not  include  money 
earmarked  for  the  general  election. In  addition,  competitive  states  aie  always  labeled 
as  "battleground"  in  the  third  quaiter  of  the  election  year,  or  the  height  of  the  general 
election.  This  is  the  time  in  which  primary  growth  is  most  likely  to  be  negative,  or  lower 
than  the  previous  period.  If  we  add  state  level  fixed  effects  to  this  model,  as  in  Column 
(2),  we  see  that  primary  campaigning  still  more  than  doubles  spending  growth  when  com- 

^^Our  "Super  Tuesday"  control  is  defined  as  the  daj'  each  year  that  has  the  most  primary  elections  in 
a  given  state.  The  list  of  states  with  primaries  on  "Super  Tuesday"  in  each  j'ear  is  shown  in  Appendix  B. 
"Super  Tuesday"  is  always  reached,  so  it  is  an  interaction  term  between  the  primary  dummy  and  having 
an  election  on  the  given  date. 

*^We  could  include  a  control  for  whether  or  not  a  state  held  a  competitive  primary.  For  example,  in 
President  Bush's  home  state  of  Texas,  he  may  have  already  been  a  favorite  and  not  needed  to  campaign. 
However,  enough  states  have  a  proportional  share  of  electoral  votes,  so  candidates  still  receive  votes 
towards  the  final  count  if  they  do  not  win  a  majority  in  a  given  state. 

^^The  probabiUty  of  being  in  a  battlegi'ound  state  in  a  given  quarter  conditional  on  having  a  primary 
in  the  same  state,  quarter  is  less  than  36%  in  this  sample. 
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pared  to  a  period  when  the  state  did  not  have  a  primaiy.  Hosting  a  primary  on  "Super 
Tuesday"  lowers  this  substantially,  as  does  being  in  a  battleground  state. 


4    Empirical  Analysis 

In  this  section,  we  estimate  the  effect  of  primaiy  spending  on  local  economic  devel- 
opment. We  first  test  how  the  existence  of  a  primary  before  the  nomination  has  been 
determined  affects  changes  in  income  growth  from  1976-2008.  We  then  verify  these  re- 
sults using  data  on  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 

4.1    Existence  of  a  Primary 

We  assume  that  a  state's  income  in  a  given  quarter  depends  on  whether  or  not  there 
is  a  primai-y  in  a  given  time  period,  a  set  of  control  vai-iables,  and  state  and  yeai'  fixed 
effects.  Let  Pit  be  a  dummjf  variable  indicating  whether  or  not  there  is  a  primaiy  in  state 
i  at  time  /.  Denote  the  log  average  per  capita  income  in  sector  s  in  state  i  at  time  (year) 
t  as  Pist,  state  fixed  effects  as  ^i^,  time  fixed  effects  as  7,t,  control  variables  as  Xu,  and 
the  error  term  as  e^gf.  Then  we  can  write 


Taking  first  differences  of  Equation  (1),  the  state  and  year  fixed  effects  drop  out: 


where  Cist  "  Aej^j. 

We  estimate  equation  (2)  and  look  at  how  changes  in  the  primaiy  dummy  variable 

^The  yeai-  fixed  efifecte  do  not  drop  out  in  everj'  period.  Since  we  are  using  quarterlj'  data,  as  we  go 
from  the  4th  quarter  of  one  year  to  the  first  quarter  of  the  next,  the  year  fixed  effects  technically  will  not 
difference  out.  However,  since  they  would  only  be  identified  off  of  one  quarter  per  year,  we  chose  to  drop 
these  j'ear  fixed  effects. 


Viat  =  Pos  +  PuPit  +  Pls^it  +  Ihs  +  Ist  +  (-M 


(1) 


(2) 
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affect  income  growth  in  different  sectors.  Identification  in  this  specification  comes  from 
comparing  states  with  primaries  to  those  that  do  not  have  primaries.  We  define  a  state 
as  having  primarj'  spending  if  there  is  a  primary  in  the  current  quarter  or  in  the  next 
quarter,  acknowledging  that  candidates  sometimes  spend  an  extended  amount  of  time 
campaigning  in  a  state. 

We  drop  states  that  have  primaries  in  every  election  yeai',  as  it  is  hai'd  to  argue  that 
the  existence  of  a  primary  is  exogenous  in  states  that  anticipate  primary  spending  each 
cycle.  Perfect  foresight  of  primary  spending  may  allow  individuals  to  internalize  more 
upfront  costs,  where  business  that  normally  would  not  be  open  in  a  given  season  may 
change  their  behavior  since  they  know  primary  campaigns  will  spend  there  with  certainty 
each  cycle.  These  states  invalidate  the  natural  experiment  present,  where  it  is  necessary 
to  maintain  uncertainty  in  the  timing  and  duration  of  primary  elections.  Dropping  these 
traditionally  early  states  leaves  us  with  a  sample  of  states  for  which  there  is  variation 
in  whether  or  not  there  is  a  primaiy,  so  each  election  cycle  contains  uncertainty  as  to 
whether  or  not  they  will  receive  primary  spending. 

We  present  the  unconditional  effects  of  hosting  a  primar}'.  Since  the  existence  of 
primaiy  campaigns  ai-e  exogenous  to  the  state  of  the  economy,  the  unconditional  effects 
of  campaign  spending  will  be  unbiased.  In  this  specification,  we  still  include  quarter  fixed 
effects  to  control  for  seasonal  fluctuations  in  income.  We  control  for  variables  that  may 
affect  the  volume  of  spending,  such  as  having  a  primary  on  "Super  Tuesday"  and  whether 
or  not  the  state  was  a  battleground  in  the  given  period. 

In  Table  4,  we  show  results  for  total  earned  income,  as  well  as  in  sectors  where  we  would 
expect  the  largest  effect  from  primaiies:  accommodations,  services,  and  retail  trade.  We 
expect  accommodations  to  be  paiticularlj'  affected;  however,  this  measure  is  not  available 
for  the  early  data,  so  we  instead  use  the  sei-vices  sector  for  the  first  time  period.  The  data 
from  the  later  time  period  shows  that  accommodations  is  the  service  sector  most  affected 
by  primary  spending.  We  expect  that  primary  campaign  spending  will  directlj'  affect  the 
accommodations  sector,  as  increased  revenues  from  hotel  room,  catering,  food  services, 
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and  additional  expenses  the  campaigns  incur  flow  straight  into  this  sector.  The  definition 
of  retail  trade  changed  slightly  between  the  two  periods  provided.  However,  since  we  are 
looking  at  growth,  we  pool  the  observations  from  the  two  time  periods.  To  account  for 
this  difference,  we  include  a  dummy  variable  in  the  estimation  to  account  for  which  time 
period  the  data  is  from. 

The  first  three  columns  of  Table  4  show  that  primaiy  spending  increases  total  income 
growth  by  approximately  0.53  percentage  points,  where  the  average  state  income  growth 
reported  in  Table  8  in  Appendix  A  is  1.3%.  Primary  spending  increases  income  in  the 
services  and  accommodations  sectoi"s  b)'  0.76  and  0.47  percentage  points,  respectively 
(where  the  mean  growth  rates  aie  2.1%  and  1.1%,  respectively).  For  retail  trade,  we  see 
a  positive  effect  of  primaiy  spending  on  income  levels,  though  this  is  not  statistically 
different  from  zero. 

Table  4  also  shows  that  having  a  primary  on  Super  Tuesday  decreases  the  overall 
effect  in  Columns  (l)-(5),  so  much  so  that  they  negate  any  positive  effect  of  hosting  a 
primary.  This  is  expected  because  candidates  devote  less  resources  to  each  state  if  there 
are  multiple  primaries  on  the  same  day,  as  shown  in  Table  3.  We  do  not  find  a  statistically 
significant  effect  of  being  a  battleground  state.  The  timing  is  set  such  that  states  count  as 
a  battleground  starting,  in  the  calendai*  yeai'  of  the  election,  when  one  candidate  in  either 
party  has  clinched  the  nomination.  When  an  incumbent  is  not  challenged  in  a  primary,  a 
state  that  is  competitive  in  the  general  election  is  classified  as  a  battleground  state  starting 
in  the  first  quarter  of  the  election  year.  However,  the  most  intense  campaigning  occurs 
during  the  3rd  quarter  of  each  election  year.  When  we  only  allow  states  to  be  classified 
as  battleground  states  in  the  third  quarter,  the  battleground  dummy  variable  is  positive 
and  statistically  significant.  This  implies  that  income  growth  increases  in  battleground 
states  later  in  the  election  cycle,  possibly  due  to  spending  for  the  general  election. 

In  an  alternate  specification,  we  also  include  state  fixed  effects  when  estimating  Equa- 
tion (2).  In  the  initial  setting,  the  state  fixed  effects  dropped  out  of  the  regressions 
because  we  study  income  growth.  In  this  next  specification,  we  allow  for  state  fixed  ef- 

18 


fects  in  growth  rates.  This  clianges  the  identification  of  the  dummy  variable  for  primaiy 
elections.  Without  state  fixed  effects,  the  coefficient  on  the  primary  election  variable  was 
identified  b}'  comparing  the  income  growth  in  states  with  and  without  primaries.  By 
including  state  fixed  effects,  the  coefficient  is  identified  by  comparing  income  growth  in  a 
given  state  when  the  primary  variable  changes  values.  The  results  with  state  fixed  eflfects 
are  in  Table  5.  This  does  not  substantively  change  the  results. 

This  increased  income  could  come  through  increased  labor  force  participation,  or  an 
increase  in  hours  worked  (as  well  as  overtime  pay)  for  current  workers.  Using  data  from 
the  Bureau  of  Labor  Statistics  on  the  number  of  workers  in  each  sector  on  a  monthly 
basis,  we  find  no  effect  of  primary  elections  statistically  different  from  zero.  This  implies 
that  our  results  are  due  to  increased  hours  worked  for  current  workers  in  the  sector. 

4.2  Expenditures 

Next,  we  verify  the  results  in  the  pre\'ious  section  with  data  on  the  amount  spent  by 
campaigns  in  each  state  during  the  2004  and  2008  primaiy  elections.  This  setup  allows 
for  an  extra  source  of  variation  resulting  from  differences  in  expenditures  across  states 
and  time. 

Denote  logged  spending  in  a  state  as  en,  and  y^t  is  defined  identical  to  Equation  (1).^^ 
Then 

Vist  =  Poa  +  fiuCit  +  Pia^it  +  l^is  +  1st  +  Cwt 

Taking  differences,^ 

^yut  =  A.Aeit  +  ^,AXit  +  ei,f  (3) 

'*In  these  results,  we  use  the  same  specification  as  above.  These  results  are  available  upon  request. 

^^If  we  instead  use  per  capita  spending,  our  results  are  almost  synonymou.s.  This  is  because  there  is 
little  change  in  state  population  between  quartera.  These  results  are  in  Table  13  in  Appendix  C. 

^*The  year  fixed  effects  will  not  difference  out  as  we  go  fi'om  the  last  quarter  of  each  year  to  the  first 
quarter  of  the  following  yeai-.  However,  since  they  would  only  be  identified  off  of  one  quarter  per  year, 
we  choose  to  drop  the  year  fixed  effects. 


19 


The  paiameter  tells  us  how  changes  in  spending  growth  affect  income  growth  in 
each  sector.  This  provides  a  more  precise  estimate  of  the  effect  of  spending  growth  on 
income  growth  since  we  also  have  variation  in  spending  in  each  state  and  quarter.  Our 
identification  largel}'  comes  from  states  that  were  reached  in  the  2008  election  but  not 
in  2004.  However,  we  argue  that  the  amount  spent  is  orthogonal  to  a  state's  economic 
growth,  as  even  if  a  state  is  consistently  reached  (and  is  readied  in  both  2004  and  2008), 
there  is  still  uncertainty  about  the  degree  of  spending  in  each  yeai".  For  example,  some 
years  provide  competition  between  candidates  in  both  parties,  while  others  have  competi- 
tion from  only  one.  In  addition,  there  is  large  variation  in  the  number  of  entrants  within 
each  paity  between  years.  At  times,  favored  candidates  do  not  win  the  eai'ly  states,  turn- 
ing the  tide  of  the  election,  thereby  increasing  the  competitiveness.  Changes  in  primary 
dates  affected  the  spending  in  some  states  as  well.  For  example,  New  York  moved  its  pri- 
mai-y  in  2008  to  an  election  day  with  other  states,  causing  a  decrease  in  its  expenditures 
between  the  two  cycles.  Thus,  our  variation  comes  from  states  that  had  both  increased 
and  decreased  expenditures  over  the  two  election  years.  Finally,  we  exploit  variation  in 
spending  over  the  course  of  the  primary  election  cycle,  where  earlier  contests  with  more 
competitore  tend  to  exhibit  more  spending.  As  in  the  previous  section,  we  drop  the  states 
with  early  primaries  (Iowa,  New  Hampshire,  and  South  Caiohna),  which  have  primary 
elections  in  every  year.^® 

We  use  quarterly  data  on  campaign  expenditures  in  a  given  state  to  estimate  Equation 
(3),  and  are  interested  in  the  coefficient  on  the  growth  rate  in  expenditures,  ^i^.  In 
this  analysis,  we  use  data  from  2003-2004  and  2007-2008.  We  continue  to  control  for 
battleground  status  of  the  state,  though  we  no  longer  control  for  different  attributes  of 
the  primary,  as  the  spending  amounts  will  capture  the  existence  of  a  "Super  Tuesday."**' 

Table  6  reports  the  coefficient  and  standard  errors  for       in  Equation  (3),  which  is 

'®If  we  restrict  the  sample  further  to  include  only  the  states  that  change  primary  status  between  the 
two  election  cycles  (or  only  estimating  the  extensive  margin),  our  results  remain  substantively  similar, 
though  our  standaid  errors  become  slightly  larger. 

*°If  we  additionally  control  for  lagged  spending  growth  or  the  "Super  Tuesday"  dummy  variable,  ^i, 
is  not  statistically  different  from  the  specification  shown  in  Table  6. 
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the  coefficient  on  the  growth  rate  in  expenditures.  In  order  to  generate  results  that  are 
comparable  to  those  found  in  Tables  4-5,  we  estimate  what  the  increased  economic  growth 
from  having  a  primaiy.  To  do  this,  we  use  the  results  from  Table  3,  which  show  that  hav- 
ing a  primary  more  than  doubles  campaign  spending  in  a  state  (or  OA'er  100%).  We  find 
that  campaign  spending  modastly  increases  quarterly  growth,  where  doubling  campaign 
expenditures  between  quaiiers  results  in  a  0.054  percentage  point  increase  in  a  state's  to- 
tal income  from  the  previous  quarter,  adjusting  for  seasonal  increases  in  income.  We  see 
the  largest  effects  in  the  accommodations  and  retail  trade  sectors,  where  doubling  expen- 
ditures results  in  a  0.13  and  0.061  percentage  point  increase  in  income,  respectively.  We 
find  larger  effects  in  the  accommodations  sector  than  we  do  for  total  income.  Comparing 
these  to  the  mean  income  growth  rates  for  the  time  period  in  Table  8  in  Appendix  A, 
we  find  that  these  results  are  about  a  35%  increase  in  total  income,  making  these  results 
consistent  with  the  previous  analysis. 

The  results  for  the  retail  trade  sector  are  slightly  different  from  the  previous  results 
using  a  primary  dummy  variable,  as  they  are  now  statistically  different  from  zero.  While 
this  sector  has  smaller  growth  rates  on  average  when  compared  to  the  other  two  sectors, 
the  increased  growth  in  the  later  period  may  in  part  be  influenced  by  the  many  techno- 
logical and  startup  needs  of  the  campaign  offices'  expenses  that  happened  from  2004-2008 
moreso  than  in  previous  periods.  In  addition,  given  a  larger  effort  of  gi'ass  roots  cam- 
paigning from  2004-2008,  staffers  likclj'  spent  more  time  in  less  populated  areas,  allowing 
them  to  promote  local  economies  more  than  in  the  longer  time  period.  The  battleground 
dummies  again  appear  to  slightly  decrease  income  growth. 

Similar  to  the  previous  section,  we  also  include  state  fixed  effects,  where  the  comparison 
now  comes  from  changes  in  spending  growth  within  the  same  state.  This  is  shown  in  Table 
14,  and  does  not  substantially  change  the  results.  In  addition,  we  replicate  the  results 
using  the  primaiy  dummy  variables  from  the  previous  subsection  on  this  subsample.  These 
results,  in  Table  15  in  Appendix  C,  are  consistent  with  the  results  in  Tables  4-5. 

Theoretically,  these  expenditure  results  can  be  used  to  calculate  a  multiplier,  whicli 
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would  give  the  effect  of  additional  spending  on  income  levels.  We  expect  that  a  multiplier 
effect  will  exist  if  sei-vice  sector  employees  are  receiving  higher  wages  and  exuding  higher 
levels  of  spending.  For  example,  if  a  waitress  receives  a  greater  amount  of  tips  than  usual, 
she  ma}'  be  more  inclined  to  make  additional  purchases,  or  even  tip  her  hairdresser  more. 
This  money  will  continue  to  circulate  in  the  state's  economy.  Calculating  this  multiplier 
would  provide  a  compai'ison  to  the  traditional  literature  on  fiscal  stimulus  multipliers, 
given  that  this  multiplier  would  reflect  previously  unstudied  sectors.  However,  we  do  not 
have  a  complete  measure  of  the  amount  spent  during  primary  campaigns.  Our  measure  of 
spending  is  a  lower  bound  on  the  actual  amount  of  additional  spending  brought  forth  by 
a  Presidential  primary  campaign,  and  does  not  include  spending  by  the  media,  individual 
spending  by  staffers,  or  the  additional  expenditures  put  forth  by  a  state's  residents  in 
order  to  engage  in  campaign  events.  For  simplicit)',  we  will  refer  to  these  additional 
expenses  as  '"media  spending"  for  the  remainder  of  the  discussion.  This  mis-measurement 
of  total  spending  makes  it  hard  to  calculate  accurate  multipliers. 

We  assume  that  media  spending  and  our  expenditure  values  are  highly  correlated,'*^ 
which  implies  that  our  estimate  of  ^i,  will  not  be  biased.  However,  this  makes  it  difficult 
to  estimate  the  multiplier.  The  multiplier  tells  us  how  much  total  income  would  grow  with 
an  additional  $1  of  spending.  In  our  setup,  an  additional  $1  of  primary  spending  does  not 
just  account  for  a  $1  increase  in  spending,  as  it  would  also  be  associated  with  an  increase 
in  media  spending.  Because  we  do  not  have  an  accurate  measure  of  media  spending, 
we  are  uncertain  of  the  degree  to  which  media  spending  would  increase,  and  therefore 
cannot  calculate  an  accurate  multipher.  This  argument  implies  that  multipliers  would  be 
(and  are)  unreasonably  large  (just  over  10).  When  we  instead  run  simulations  vaiying 
the  amount  of  media  spending,  between  50%  and  100%  of  our  expenditure  values,  om* 
estimates  of  Pis  remain  statistically  equivalent  to  the  previous  estimates.  This  simulation 
also  produces  lower  and  reasonable  multiplier  estimates  within  ranges  of  media  spending 

*'We  think  this  is  a  valid  assumption  since  a  race  with  greater  primaiy  spending  ma)'  have  more 
electoral  votes  and  garner  more  media  attention.  Also,  like  candidates,  networks  are  constrained  if  many 
contests  occur  on  the  same  day  and  have  to  spend  less  covering  each  given  state. 
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between  50%  and  100%  of  total  campaign  spending  (between  2  and  3.5).  The  biggest 
difference  between  our  work  and  the  traditional  public  finance  literature  looking  at  local 
multipliers  is  the  lack  of  public  investment  spending  in  this  paper. 

5    Where  is  the  Money  Coming  from? 

A  discussion  of  the  economic  benefit  of  primaries  would  be  incomplete  without  consid- 
ering the  sources  of  these  funds.  In  particular,  concern  may  arise  that  campaign  contri- 
butions from  individuals  within  a  state  are  approximately  equal  to  campaign  spending  in 
that  same  state.  If,  for  example,  Iowa  residents  are  contributing  at  a  higher  rate  than  the 
rest  of  the  countiy  (especially  at  the  time  of  the  primajy),  funds  may  simply  be  moving 
amongst  Iowa  citizens. 

Campaign  spending  differs  from  traditional  government  spending  because  campaigns 
are  financed  through  three  sources:  individual  level  contributions,  federal  matching  funds, 
and  Political  Action  Committee  (PAC)  contributions.  Individual  level  contributions  in 
presidential  races  are  generally  considered  consumption  goods,  where  an  individual  do- 
nates to  a  campaign  if  it  increases  his/her  utility  (Ansolabehere  et  al.  2003).  Thus, 
individuals  who  enjoy  following  politics,  as  well  as  those  with  more  resources,  tend  to 
contribute  more  money  to  candidates  and  do  this  more  frequently  (Brady  et  al.  1995). 
While  we  do  not  precisely  know  the  counterfactual,  we  postulate  that  this  money  would 
not  be  spent  in  the  absence  of  primaries,  as  those  who  contribute  in  primaries  tend  to 
be  more  high-income  individuals  whose  budgets  allow  for  some  flexibilit}'  in  spending. 
However,  we  cannot  fully  assess  the  value  of  individuals'  participation  in  the  process, 
where  they  give  their  time,  or  small  dollar  donations  to  the  campaign.  These  resources 
would  likely  be  reallocated  in  the  absence  of  the  race.  An  additional  source  of  "individ- 
ual" funds,  which  are  less  frequently  utilized  in  primarj'  races,  is  a  candidate's  personal 
expenditures,  which  likely  would  not  be  spent  to  the  same  extent  in  the  absence  of  a  race 
and  aie  a  direct  transfer  to  individuals  in  the  service  sector  of  states  with  a  high  degree 
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of  campaigning. 

Second,  partial  public  funding  is  available  to  Presidential  primary  candidates  in  the 
form  of  matching  pa3'ments  of  up  to  $250  per  individual  contribution.'*^  To  obtain  these 
funds,  candidates  must  become  eligible  and  limit  themselves  to  spending  caps."*^  Again, 
these  funds  differ  from  the  traditional  federal  spending  in  that  they  are  not  targeted  at 
aiming  an  impoverished  ai-ea,  but  instead  are  entrusted  to  viable  Presidential  candidates 
with  intentions  of  getting  out  their  messages  to  help  voters  make  an  informed  decision. 
There  has  been  little  variation  in  the  total  federal  funds  allocated  for  Presidential  primary 
contests  over  our  full  sample  period  (1976-2008),  and  this  money  can  be  seen  as  a  transfer 
from  all  taxpayers  to  those  receiving  campaigning. 

Third,  candidates  receive  money  from  PACs.  While  PAC  contributions  have  increased 
significantly  since  1976  (FEC  2010),'*'*  candidates  still  receive  most  of  their  money  during 
the  primary  fi-om  individuals  and  matching  funds.  This  is  because  partisan  PACs  gen- 
erally wait  until  a  candidate  has  clinched  the  nomination  to  stand  behind  him.  In  2008, 
candidates  raised  a  total  of  $534  million  from  individuals,  $63  million  from  PACs,  and  $21 
million  from  federal  matching  funds.  Similarly,  in  2004,  candidates  raised  $130  million 
from  individual  contributors,  $10  million  from  PACs,  and  $27  from  federal  funds. ''^ 

Recognizing  that  the  majority  of  campaign  spending  comes  from  individuals,  we  ana- 
lyze the  geographic  sources  of  the  donations  in  Figures  6  -  7  for  2004  and  2008,  respectively. 
We  construct  a  measure,  entitled  Campaign  Ratio,  by  dividing  total  campaign-related  ex- 
penses (i.e.,  money  spent  specifically  on  the  travel-related  activities  for  campaigning,  not 
on  ads,  media,  consultants,  etc.)  in  a  given  state  by  that  state's  total  individual-level 
campaign  contributions.  Thus,  the  greater  the  measure,  the  more  relative  money  that  is 
coming  ft'om  out  of  state  than  being  spent  in  state. 

^'Variation  in  total  federal  funding  will  come  via  the  number  of  contributions  as  well  as  the  number  of 
candidates  raising  the  threshold  amount  to  begin  collecting  federal  dollars  within  each  primary  cycle. 
*^See  Mww.fec.gov  for  more  on  tiiese  rules. 

^^Also,  see  the  CRP  http://www.opensecrets.org/pres08/totals.php?cycle=2008  for  more  trends 
on  giving  and  expenditures. 

Calculations  based  on  Federal  Election  Commission  data  on  Presidential  candidates'  primary 
fundraising. 
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In  Figure  6,  we  see  that  in  early  states  like  Iowa,  New  Hampshire,  South  Carolina, 
Missouri,  Arlcansas,  and  Virginia,  there  is  the  greatest  ratio  of  spending  to  contributions. 
States  like  Texas,  Washington,  and  California  had  some  of  the  lowest  ratios  in  2004, 
meaning  that  residents  were  contributing  more  money  than  was  being  spent  in  the  state 
on  campaigns.  Similarly,  Figure  7  shows  that  Iowa,  New  Hampshire,  Wisconsin,  Missouri 
and  Iowa  have  the  highest  amount  of  money  spent  on  primary  campaign  expenditures, 
compared  to  he  total  contributions  by  state  residents.  However,  South  Carolina  and 
Kansas  still  saw  more  monej'  spent  in  their  states  than  what  their  residents  contributed. 
In  general,  what  we  see  is  a  transfer  of  funds  from  individuals  in  some  states  with  many 
contributors  to  states  eai'ly  in  the  primary  process,  or  on  days  with  their  own  contest. 
These  figures  imply  that  the  money  being  spent  during  primaries  is  mostly  coming  from 
outside  the  state.^^ 

6  Conclusion 

This  paper  takes  a  traditional  public  finance  and  macroeconomics  question,  asking  how 
government  spending  affects  local  economies,  and  looks  at  primarj'  campaign  spending  as 
an  exogenous  shock  to  previously  unstudied  sectors  of  a  state's  economy.  We  find  that 
this  money  modestly  increases  income  growth  in  a  state.  Specifically,  the  service  sectors 
see  the  largest  effects,  where  the  accommodations  sector  seems  to  be  the  main  source  of 
this  finding. 

While  other  papers  have  investigated  the  ability  of  early  primaries  to  influence  policj^ 
as  candidate's  attempt  to  appease  early  state's  preferences  in  order  to  clench  the  nomi- 
nation early  (Malhotra  and  Snowberg  2011),  our  paper  is  the  first  to  show  the  economic 
value  of  hosting  a  primaiy  race.  We  also  find  that  when  there  are  few  candidates  in 
the  race,  it  is  more  valuable  to  have  a  primary  race  that  occurs  independently  of  other 
states,  making  a  Super  Tuesday  primary  less  valuable  in  terms  of  spending  and  economic 

Again,  we  do  not  look  at  small  donations  or  within-state  volunteering  as  inputs. 
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growth.  This  paper  provides  additional  incentives  for  states  to  move  their  primaiies  up 
in  tlie  ordering,  though  to  do  so  strategical!}'. 

Additionally,  this  paper  provides  a  new  insight  on  fiscal  stimulus.  While  previous 
work  has  established  a  link  between  government  spending  and  increases  in  emploj'ment, 
earnings,  and  income,  this  paper  asserts  that  additional  spending  in  states'  service  sectors 
provide  short-run  increases  to  personal  eainings  on  the  intensive  margin.  Thus,  when 
individuals  aie  greeted  with  a  political  campaign,  they  should  relish  in  the  stimulus  this 
provides  (and  the  transfers  from  individuals  in  other  states  that  allow  this  to  occur).  A 
federal  re-ordering  of  the  primary  calendar  may  best  be  structured  to  help  states  with 
struggling  service  sectors. 

As  polic)'makers  continue  to  reform  campaign  finance  legislation,  they  should  consider 
the  potential  positive  effects,  though  short-mn  and  sector-specific,  that  can  ensue  from 
campaign  spending  in  states. 
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Figure  2:  Primary  Length  and  GDP 
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Figure  4:  Primary  Status  Between  2004  and  2008 
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Figure  5:  Changes  in  Expenditures  from  2004-2008 
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Figure  6:  Campaign  Expenditures  and  Contributions  in  2004 


Figure  7:  Campaign  Expenditures  and  Contributions  in  2008 
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Tables 


Table  1:  Dates  when  only  one  candidate  remains  by  pai'ty 


Republicans 

Democrats 

Date  Clinched 

Nominee 

Date  Clinched 

Nominee 

1976 

8  June 

Gerald  Ford 

8  June 

Jimmy  Carter 

1980 

1  May 

nonald  Reagan 

4  June 

Jinuny  Carter 

1984 

No  Contest 

Ronald  Reagan 

5  June 

Walter  Mondalc 

1988 

15  March 

George  H.W.  Bush 

7  June 

Michael  Dukakis 

1992 

No  Contest 

George  H.W.  Bush 

2  June 

Bill  Clinton 

1996 

5  March 

Bob  Dole 

No  Contest 

Bill  Clinton 

2000 

9  Mai-ch 

George  W.  Bush 

9  March 

Al  Gore 

2004 

No  Contest 

George  W.  Bush 

11  March 

John  Kerry 

2008 

4  March 

John  McCain 

3  June 

Barack  Obama 

Notes:  President  Carter  had  a  very  low  approval  rating  and  was  forced  by  the  DNC 
to  run  in  the  primary  in  1980.  No  Contest  means  that  there  were  no  contenders 
against  the  incumbent  president. 


Table  2:  Spending  by  Primary  Existence 


Primary  Status  Total  Spending  Campaign  Spending 

Primary  in  current  quarter 

Average 
Median 

25th  Percentile 
75th  PercentQe 
Observations 
Primary  in  next  quaiter 

Average 
Median 

25th  Percentile 
75th  Percentile 
Observations 
No  primary 


Average  861,762  372,993 

Median  99,962  35,286 

25th  Percentile  16,191  4,207 

75th  Percentile  533,750  255,636 

Observations  624  624 


Total  Spending  includes  all  money  spent  by  campaigns  (in  $s). 

Campaign  Spending  removes  ad  and  media  expenditures  from  Total  Spending. 

Compares  quarter /states  with  and  without  primary  elections 

in  2003-2004,  2007-2008. 


1,507,529 
423,584 
86,755 

1,487,526 
89 


703,237 
222,641 
55,653 
721,901 
89 


1,733,553 
276,206 
33,115 

1,336,009 
89 


638,328 

138,157 
27,522 
679,948 
89 
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Table  3:  Piimaiy  Existence  Predicts  Primary  Campaign  Expenditures 


Dependent  Variable=Spending  Growth 


(1) 

(2) 

Primar}' 

1.128*** 

1.218*** 

(0.281) 

(0.335) 

Primary  on  Super  Tuesday 

-0.481 

-0.693* 

(0.341) 

(0.392) 

Battleground  State 

-1.500*" 

-1.688*" 

(0.222) 

(0.229) 

Observations 

658 

658 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies.  Column  (2)  includes  state  fixed  effects. 
Primary  is  a  dummy  for  whetlier  or  not  there  is  a  primary  campaign 
in  the  given  state  and  given  quarter  or  following  quarter. 


Table  4:  Primary  Elections  Increase  Income  Growth 


Dependent 

Variable= 

Per  Capita 

Income  Growth 

(1) 

(2) 

(3) 

(4) 

Income 

Services 

Accommodations 

Retail  Trade 

1974-2009 

1974-2001 

1990-2009 

1974-2009 

Primary 

0.00525*** 

0.00761*** 

0.00473** 

0.000798 

(0.000678) 

(0.000958) 

(0.00227) 

(0.000970) 

Primary  on  Super  Tuesday 

-0.00399** 

-0.0140*** 

-0.0146*** 

-0.00746** 

(0.00188) 

(0.00316) 

(0.00486) 

(0.00294) 

Battleground  state 

0.000202 

-0.000194 

-0.00214* 

0.000474 

(0.000576) 

(0.000842) 

(0.00125) 

(0.000736) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies.  State-quarter  observations. 
Drops  lA,  NH,  SC. 

Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  in  the  given  state 
and  given  quarter  or  following  quarter. 
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Table  5:  Primary  Elections  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable  =  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

(4) 

Income 

Sei-vices 

Accommodations 

Retail  Ti-ade 

1974-2009 

1974-2001 

1990-2009 

1974-2009 

Primarj' 

0.00528*** 

0.00764*** 

0.00497** 

0.000833 

(0.000492) 

(0.000635) 

(0.00215) 

(0.000679) 

Primar}'  on  Super  Tuesda}' 

-0.00401* 

-0.0137*** 

-0.0153*** 

-0.00771** 

(0.00210) 

(0.00295) 

(0.00400) 

(0.00303) 

Battleground  state 

0.000378 

-0.000154 

-0.00188* 

0.000531 

(0.000509) 

(0.000849) 

(0.00107) 

(0.000642) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies  and  state  fixed  effects.  State-quarter  obserx'ations. 
Drops  lA,  Nil,  SC. 

Primarj'  is  a  dummy  for  whether  or  not  tliere  is  a  primary  campaign  in  the  given  state 
and  given  quarter  or  following  quarter. 


Table  6:  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000541"* 

0.00134-" 

0.000606"* 

(0.000155) 

(0.000259) 

(0.000215) 

Battleground 

0.000768 

-0.00938"* 

-0.00333** 

(0.00125) 

(0.00187) 

(0.00153) 

Obsei-vations 

658 

658 

658 

Robust  standard  eiTors  in  parentheses. 

•  p  <  0.10,     p  <  0.05,  "•  p  <  0.01 

Includes  quarter  dummies.  State-quarter  obsei-vations. 

Drops  lA,  NH,  SC. 
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Table  7:  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000520"* 

0.00128*" 

0.000586*" 

(0.000134) 

(0.000267) 

(0.000207) 

Battleground 

0.000222 

-0.0125"* 

-0.00430" 

(0.00120) 

(0.00221) 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 

•  p  <  0.10,  "  p  <  0.05,      p  <  0.01 

Includes  quarter  dummies  and  state  fixed  effects. 

State-quai-ter  observations.  Drops  lA,  NH,  SC. 
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Appendix  A:  Data  Appendix 


Table  8:  Summary  Statistics 


Mean 

Standard  Minimum 
deviation 

Maximum 

Pull  Sample 

Income  growth 

0.0128 

0.0147 

-0.1020 

0.1833 

Services  income  growth 

0.0209 

0.0171 

-0.2070 

0.3299 

Accommodations  income  growtli 

0.0107 

0.0237 

-0.4903 

0.3630 

Retail  trade  income  growth 

0.0110 

0.0173 

-0.2736 

0.2800 

Primarj'  dummj' 

0.1011 

0.3015 

0 

X 

Super  Tuesday  dummj' 

0.0146 

0.1200 

0 

1 

Battleground  dummy 

0.0984 

0.2978 

0 

1 

Only  for  election  years 

Primarj'  dummy 

0.4156 

0.4930 

0 

1 

Super  Tuesday  dummy 

0.0600 

0.2376 

0 

1 

Battleground  dummy 

0.4044 

0.4909 

0 

1 

2004-2008  Sample  Only 

Income  growth 

0.0143 

0.0284 

-0.0443 

0.2404 

Accommodations  income  growth 

0.0110 

0.0294 

-0.0752 

0.2158 

Retail  trade  income  growth 

0.0031 

0.0222 

-0.0857 

0.1458 

Campaign  spending  growth 

-0.4350 

3.0736 

-12.0499 

9.3338 

Campaign  spending  growth* 

0.4401 

1.7784 

-8.8538 

8.8708 

Campaign  spending  growth** 

-0.7289 

3.3502 

-12.0499 

9.3338 

Battleground  Dummy 

0.2475 

0.4318 

0 

1 

Super  Tuesday  dummy 

0.0437 

0.2047 

0 

1 

Only  for  election  years 

Battleground  dummy 

0.4950 

0.5006 

0 

1 

Super  Tuesday  dummy 

0.0875 

0.2829 

0 

1 

*  Includes  onlj'^  periods  with  primaries. 


Includes  only  periods  without  primaries. 
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Table  9:  Variables  Collected 


Variable 

Measured 

Years 

Source 

Primary  Dates 

Date  esich  Presidential  primary  was  held,  by  state  and  party 

1976-2008 

Green  Papers  (for  primaries) 
Frontloading  HQ  (for  caucuses) 

Clinch  Dates 

Date  Presidential  candidate  was  last 
remaining  in  contest  for  party  nomination 

1976-2008 

Various  sources 

Battleground  States 

Competitive  States  in  election  based  on  polls 

(<  10  perecentage  points  between  winner  and  loser) 

(<  10  perecentage  points  between  winner  and  loser) 

1996-2008 

1  Q7fi-1  QQO 

Intrewle  Prediction  mtirkets, 
David  Leip's  Polling  Report 

Income 

Quarterly  state  earnings 

1974-2008 

Bureau  of  Economic  Analysis 
(BEA) 

Services  Income 

Quarterly  state  earnings  in  the  "service"  sector 

1974-2001 

BEA 

Accommodations  Income 

Quarterly  state  earnings  in  the  accommodations  sector 

1990-2008 

BEA 

Retail  Income 

Quarterly  state  earnings  in  the  retail  sector 

1990-2008 

BEA 

Population 

Annual  state  population  interpolated  by  quarter 

1974-2008 

Census 

GDP 

Annual  state  GDP 

1974-2008 

BEA 

Unemployment 

Annual  state  unemployment  rate 

1974-2008 

BLS 

Campaign  expenditures 

All  expenses  by  Presidential  primary  candidates 
spent  in  pursuit  of  the  primary  race 
Includes:  administrative  and  campain  expenses,  i.e. 
hotel  rooms,  meeils,  local  polling,  Get-out-the-Vote, 
campaign  events,  money  spent  by  staffers  for  catering 
meetings,  rent,  utilities,  cable,  internet,  administrative 
supplies,  staffer  travel.  Does  not  include  advertisements 

2004-2008 

Center  for  Responsive  Politics 

Table  10:  Variables  Measured 


Variable 

Measured 

Primaxy  Dummy 

Duunny  Variable  =  I  if  there  was  a  primary  in  state  i  in  quarter  t  or  t  +  1 
based  on  state  primary  dates  and  clinch  dates 

Battlegi'ound  States 

Dummy  Vai-iable=l  if  state  i  was  competitive  in  election  year,  and  primary 
nomination  clinched  for  at  least  one  party  at  time  t 

Primary  on  Super  Tuesday 

Dummy  Variable=l  if  state  i  had  primary  at  time  t  and  that  day 
had  the  highest  number  of  primary  elections  during  that  cycle 

Per  Capita 

1      f    Incomci     \      1^1    Incomct— 1  i 
\^Popu)ation,y              Population,.,  j 

Per  Capita  Services 
Income  Growth 

Same  as  income,  but  onlj'  for  1974-2001 

rPr  C;fl.nifa  AfpnmrnrinAt'iAnQ 

Income  Growth 

Sfl.mp  AS  inPAmp  hiit  nnlv  fnr  lOOO-^nflft 

Per  Capita  Retail 
Income  Growth 

Same  as  income,  but  only  for  1990-2008 

Population 

Annual  population  data,  by  state  (interpolated  by  quarter) 

Spending  Growth 

/og(Spendingj)  -  log(Spendingt_i) 

Per  Capita  Spending  Growth 

/oo  /'  Spending,  \      j      /  Spending.,,  \ 
'"f  ^  Population,  J      '"6  ^  Population.^ ,  ) 
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Appendix  B:  Election  Information 


Table  1 1 :  Battleground  states  by  yeai- 


Alabama 

1980, 

1992,  1996 

Alaska 

1992 

Arizona 

1992, 

1996, 

2000, 

2008 

Arkansas 

1980, 

2000, 

2004 

California 

1976, 

1988 

Colorado 

1968, 

1988, 

1992, 

1996,  2000,  2004,  2008 

Connecticut 

1980, 

1992, 

1996, 

2008 

Delaware 

1976, 

1980, 

1992, 

2004 

Florida 

1976, 

1992, 

1996, 

2000,  2004,  2008 

Georgia 

1992, 

1996, 

2008 

Hawaii 

1976, 

1980, 

1988, 

2004 

Illinois 

1976, 

1980, 

1988 

Indiana 

1976, 

1992, 

1996, 

2008 

Iowa 

1984, 

1992, 

2000, 

2004,  2008 

Kansas 

1976, 

1992 

Kentucky 

1976, 

1980, 

1992, 

1996 

Louisiana 

1976, 

1980, 

1992, 

2000 

Maine 

1980, 

1992, 

2000, 

2004 

Maryland 

1976, 

1980, 

1984, 

1988 

Massacliusetts 

1980, 

1984, 

1988 

Michigan 

1976, 

1980, 

1988, 

1992,  2000,  2004 

Minnesota 

1980, 

1984, 

1988, 

2000,  2004 

Mississippi 

1976, 

1980, 

1992, 

1996 

Missouri 

1968, 

1976, 

1980, 

1988,  1996,  2000,  2004,  2008 

Montana 

1980, 

1988, 

1992, 

1996,  2008 

Nevada 

1976, 

1992, 

1996, 

2000,  2004 

New  Hampshire 

1992, 

1996, 

2000, 

2004,  2008 

New  Jersey 

1976, 

1992, 

2004 

New  Mexico 

1976, 

1988, 

1992, 

1996,  2000,  2004 

New  York 

1976, 

1980, 

1984, 

1988 

North  Carolina 

1980, 

1992, 

1996, 

2008 

North  Dakota 

1976, 

1996, 

2008 

Ohio 

1968, 

1976, 

1992, 

1996,  2000,  2004,  2008 

Oklahoma 

I  Q7fi 

1992, 

1996 

Oregon 

1968, 

1976, 

1980, 

1988,  1992,  1996,  2000,  2004 

Pennsylvania 

1968, 

1976, 

1980, 

1984,  1988,  1992,  2000 

Rhode  Island 

1984 

South  Carolina 

1980, 

1992, 

1996, 

2008 

South  Dakota 

1976, 

1988, 

1992, 

1996,  2008 

Tennessee 

1980, 

1992, 

1996, 

2000 

Texas 

1976, 

1992, 

1996 

Vermont 

1980, 

1988, 

2000 

Virginia 

1976, 

1992, 

1996, 

2000,  2004,  2008 

Washington 

1976, 

1988, 

2000, 

2004 

West  Virginia 

1980, 

1988, 

2000 

Wisconsin 

1968, 

1972, 

1976,  1980,  1984,  1988,  1992,  2000 

Wyoming 

1992 
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Table  12:  Super  Tuesday  states  by  year 

Alabama 

1980,  1984,  1988,  2008 

Alaska 

1980,  2008 

Arizona 

2008 

Arkansas 

1976,  1988,  2008 

California 

2000,  2004,  2008 

Colorado 

1996 

Connecticut 

1996,  2000,  2004,  2008 

Delaware 

1992,  2008 

Florida 

1980,  1984,  1988,  1992 

Georgia 

1980,  1984,  1988,  1996,  2000,  2004,  2008 

Hawaii 

1980,  1984,  1988,  2000 

Idaho 

1976,  2008 

Illinois 

2008 

Kansas 

1988,  2008 

Kentucky 

1976,  1988 

Louisiana 

1992 

Maine 

1996,  2000 

Maryland 

1988,  1996,  2000,  2004 

Massachusetts 

1984,  1988,  1996,  2000,  2004,  2008 

Minnesota 

1996,  2000,  2004,  2008 

Missouri 

1988,  1992,  1996,  2000,  2008 

Montana 

2008 

Nevada 

1976,  1984,  1988 

New  Jersey 

2008 

New  Mexico 

2008 

New  York 

2000,  2004,  2008 

North  Carolina 

1988 

North  Dakota 

2000,  2004,  2008 

Ohio 

2000,  2004 

Oklahoma 

1980,  1984,  1988,  1992,  2008 

Oregon 

1976 

Rhode  Island 

1984,  1988,  1992,  1996,  2000,  2004 

Tennessee 

1976,  1988,  1992,  2008 

Texas 

1988,  1992 

Utah 

2008 

Vermont 

1996,  2000,  2004 

Virginia 

1988 

Washington 

1980,  1984,  1988,  2004 

West  Virginia 

2007 
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Appendix  C:  Robustness 

Table  13:  Per  Capita  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable^  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000542*" 

0.00134*" 

0.000607*** 

(0.000155) 

(0.000259) 

(0.000215) 

Battleground  State 

0.000769 

-0.00938*** 

-0.00333** 

(0.00125) 

(0.00187) 

(0.00153) 

Observations 

658 

658 

658 

Robust  standard  errors 

in  parentheses. 

♦  p<  0.10, 

p  <  0.05,     p  <  0.01 

Includes  quarter  dummies.  State-quarter  observations. 
Drops  lA,  NH,  SC. 

Table  14:  Per  Capita  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state 
fixed  effects) 


Dependent  Variable^ 

Per  Capita 

Income  Growth 

(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000521*" 

0.00128*** 

0.000587*** 

(0.000134) 

(0.000267) 

(0.000207) 

Battleground 

0.000223 

-0.0125*** 

-0.00430** 

(0.00120) 

(0.00221) 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  "  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies  and  state  fixed  effects. 
State-quarter  observations.  Drops  lA,  NH,  SC. 
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Table  15:  Results  are  robust  restricting  sample  to  2004  and  2008  expenditures  sample 


(1) 
Income 

(2) 
Accom. 

(3) 
Retail 

Primary 

0.00734"' 
(0.00162) 

0.0131-" 
(0.00273) 

0.00680"* 
(0.00196) 

Primary  on  Super  Tuesday 

-0.000656 
(0.00301) 

-0.00935" 
(0.00443) 

-0.00731* 
(0.00438) 

Battleground  State 

-0.000263 
(0.00123) 

-0.0114"* 

(0.00188) 

-0.00411*** 
(0.00147) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses 

Includes  quarter  dummies 

•  p  <  0.10,     p  <  0.05,  "*  p  <  0.01 

Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  in  the 
given  state  and  given  quarter  or  following  quarter. 
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CHAPTER  23;  EXPENDITURE  MULTIPLIER 

Consumption  and  Savings  Function: 

n  Consumption  is  primarily  a  function  of  Yd  (disposable  income)  or  "after-tax"  income.  Although  it 
is  also  influenced  by  the  rate  of  interest,  expectations  about  fiiture  Yd,  wealth  effects  etc. 

n  if  plot  Consumption  as  a  function  of  Yd  it  wUl  have  a  positive  vertical  intercept  ('autonomous 
consumption')  and  a  positive  slope  but  less  than  one  (i.e,  the  slope  of  the  consumption  fiinction  is 
the  coefficient  on  Yd  in  the  Consumption  equation  and  represents  the  Marginal  Propensity  to 
Consume  (MFC).  Therefore,  0<MPC<1 

n  if  plot  the  consumption  fimction  versus  a  45  degree  line  (with  the  mathematical  property  that  any 
point  on  the  45  degree  line  has  the  same  vertical  coordinate  as  horizontal  coordinate,  or  x  =  y)  then 
where  Consumption  intersects  the  45  degiee  line  is  refeited  to  as  "breakeven  level  of  Yd". 

n  at  Yd  <  Yd  breakeven,  then  C>  Yd  (the  individual  is  'dissaving'  as  savings  <0) 

n  at  Yd  >  Yd  breakeven,  then  C  <  Yd  and  the  individual  is  "saving".  Savings  >0. 

n  the  Savings  function  is  derived  from  the  consumption  function  (if  the  consumption  function  changes 
then  so  does  the  savings  function).  For  example,  if 

C  =  a  +  b  (Y  -  T)  where  a>0,  0<b<l  and  Yd=  Y-T 

then  the  implied  savings  function  is: 

S  =  -  a  +  (1-b)  (Y  -  T)       where  (1-b)  =  MPS  (marginal  propensity  to  save) 
Note:  MPC  +  MPS  =  1 

n  Mathematical  example: 

if  C  =  1000  +  0.80  (Y  -T)  then  the  unpUed  savings  function  is: 

S  =  -1000  +  0.20  (Y  -  T) 
where  MPC  =  0.80  and  MPS  =  0.20.  See  the  graphs  pg.  529 

Effects  of  other  variables  on  Consumption  function: 

n  if  the  interest  rate  falls  or  expected  future  disposable  income  increases,  then  the  consumption 
function  shifts  upwai'ds  and  the  implied  savings  function  shifts  downwards  (see  pg.  53 1) 

Other  Components  of  Aggregate  Expenditure  (AE): 

i)   Investment  function: 

n  depends  on  interest  rate,  expected  future  profits.  Not  related  to  cunent  GDP  or  Yd.  Therefore,  if 
we  plot  the  investment  function  in  diagram  with  Investment  expenditures  on  the  vertical  axis  and 
real  GDP  on  the  horizontal  axis,  the  Investment  (I)  line  is  horizontal  at  Iq.  That  is,  we  assume  that: 

I  =Io. 

Government  expenditures: 

changes  in  government  expenditures  (G)  or  taxes  (T)  represents  a  "fiscal  policy"  decision  of  the 
federal  government.  Therefore,  a  change  in  G  is  a  policy  choice  and  does  not  respond 
automatically  to  the  level  of  GDP  (Y).  So  in  a  diagi  am,  G  is  also  assumed  to  be  autonomous, 
G  =  Go. 

iii)  Exports: 

n  exports  represent  Canadian  goods  sold  abroad.  The  level  of  exports  will  depend  primarily  on  the 
Canadian  price  level  (P),  foreign  price  level  (Pf),  the  exchange  rate  (E)  and  foreign  GDP  (Yf). 
Therefore,  once  again,  X  does  not  respond  to  the  level  of  Canadian  GDP  so  exports  are 
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autonomous. 

X  =  Xo. 


iv)  Imports: 

n  depends  on  relative  prices  (Canadian  and  foreign  prices),  the  exchange  rate  (E),  and  Canadian  GDP 
(Y).  As  GDP  (Y)  increases,  we  buy  more  goods  and  services  and  some  of  these  will  be  iinported 
from  the  rest  of  the  world.  Therefore, 

Imports  (M)  =  m  Y  where  0<m<l  and  m=MPM  (marginal 

propensity  to  import) 

Aggregate  Expenditure  function  (AE): 

n  will  have  a  positive  intercept  (see  gi"aph  pg.  534) 
n  the  slope  of  the  AE  fiinction  is  given  by: 

n  slope  of  AE=  MPC(l-t)  -  MPM  where  0<t<l 

and  t  represents  the  tax  rate 
n  Note  if  we  have  lump  sum  taxes,  T  =  To  ( a  constant)  then  t=0  and  the  slope  of  the  AE  function  is 
just  =  MPC  -  MPM 

n  Numerical  Example: 

If  MPC  =  0.80,  MPM  =  0.10  and  t  =  0.25  then  the  slope  of  the  AE  function  is: 
slope  of  AE  =  0.80  (1  -  0.25)  -  0.10 
slope  of  AE  =  0.50 

Equilibrium  GDP  (Y^: 

n  when  AE  =  Y  (planned  spending  =  production)  we  have  an  equilibrium 

n  graphically  this  occurs  anywhere  along  the  45  degiee  line  with  AE  on  the  vertical  axis  and  real  GDP 
(Y)  on  the  hori2»ntal  axis.  Specifically,  the  equilibrium  is  where  the  given  AE  fiinction  intersects 
the  45  degi'ce  line,  (see  pg.  536) 

Calculation  of  Equilibrium  GDP  (Y): 

n  Suppose  you  aie  given  the  following  equations: 

C  =  1000+  0.80  (Y-T) 

I  =  180 

G  =  100 

X  =  200 

M  =  0.20  Y 

T  =  100 

n  To  find  equilibrium  GDP,  follow  these  steps: 

n  Step  1 :  Calculate  the  AE  equation  by  adding  C,  I G,  X  and  M  together  and  substitute  the  T  value 
into  the  consumption  equation 

AE=C  +  I  +  G  +  X-  M 
so       AE  =  1000  +  0.80(Y  -100)  +  180  +  100  +  200  -  0.20  Y 
or       AE=  1400  +  0.60  Y 
-Step  2:  Impose  the  equilibrium  condition,  AE  =  Y 
so       1400  +  0.60  Y  =  Y 
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and  since  the  equilibrium  condition  has  been  imposed,  the  value  of  Y  solved  for  is  then 
equilibrium  Y. 

n  Step  3:  Solve  for  equilibrium  GDP 
0.40  Y  =  1400 
so    Y  =  3500 

The  Multiplier: 

n  the  definition  of  the  multiplier  is:  muhiplicr  =  change  in  equilibrium  Y 

change  in  autonomous  spending 

n  the  formula  for  the  expenditure  multiplier  is:  muUiplier  =  1  

1  -  slope  of  AE  function 

Example:  If  the  MPC  =  0.80,  t  =  0,  and  MPM  =  0.05  then 
the  slope  of  the  AR  function  is  =  0.75  and  the  multipher  is  =  4 

Therefore,  for  everyone  $1  increase  in  spending  (whether  it  be  from  C,  I,  G,  X)  it  will  generate  a  $4 
increase  in  equiUbrium  GDP. 

n  continuing  the  example  from  above  where  equilibrium  Y  =  3500,  if  full  employment  GDP  (Y*)  = 
4300  then  in  order  to  get  to  full  employment  GDP  the  government  could  increase  its  spending  by 
200  (once  subject  to  the  multiplier,  the  overall  increase  in  GDP  is  going  to  be  $800  bringing  the  new 
equilibrium  GDP  level  to  $4300  (=Y*) 

The  Lump  sum  Tax  multiplier; 

n  if  the  government  has  a  lump  sum  tax  (so  the  tax  rate,  t  =  0),then  a  $1  increase  in  taxes  would 
reduce  Consumption  expenditures  by  the  value  of  the  MPC  (eg  0.80).  This  reduction  in 
expenditures  is  then  subject  to  the  multiplier.  The  end  result  is  that  when  taxes  (T)  change, 
equilibrium  GDP  changes  according  to  the  value  of  the  tax  multiplier, 

n  definition  of  the  tax  multiplier:         tax  multiplier  =  -  MPC  

1  -  slope  of  the  AE  fijnction 

Example: 

If  the  MPC  =  0.80,  t  =  0  and  MPM  =  0.05  then  the  tax  multiplier  is: 
tax  multiplier  =  -0.80 

1    -  0.75 

then  the  tax  multiplier  is  -3.2 

Tlie  tax  multiplier  is  always  a  negative  number  because  from  the  definition  of  the  tax  multiplier  above, 
we  know  that  if  taxes  increase  (decrease),  then  real  GDP  will  decrease  (mcrease)  so  the  tax  multiplier 
is  negative. 

n  you  use  the  tax  multiplier  to  determine  the  required  change  in  taxes  to  bring  about  full  employment 

GDP  Suppose  again  that  Y  (eq'l)  =  3500  and  Y*  =  4300  and  the  tax  multiplier  is  -3.2 
then  from  the  defmition  of  the  tax  multiplier: 

tax  multiplier  =  change  in  equilibrium  GDP 
change  in  taxes  (lump  sum) 
so  if  the  tax  muUiplier  is  -3.2  and  to  get  to  full  employment  GDP  we  want  the  change  in  equilibrium 
GDP  to  be  +$800,  then  the  change  in  taxes  should  be  =  800/-3.2  or  =  -$250 
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The  Multiplier  and  the  Price  Level: 


n  the  price  level  (P)  was  held  constant  in  deriving  the  AE  function.  Therefore,  if  the  price  level 
changes  it  will  shift  the  AE  curve  (due  to  the  wealth  effect  and  the  substitution  effects,  see  page 
543). 

n  specifically,  if  the  price  level  increases,  AE  shifts  down  (the  increase  in  price  reduces  real  wealth 
and  encourages  international  and  intertemporal  substitution  so  consumption  expenditures  decrease 
and  imports  increase  lowering  equilibrium  GDP).  See  graphs  on  page  544. 

Derivation  of  the  AD  curve: 

n  can  derive  the  AD  curve  (from  chapter  22)  by  changing  the  price  level  and  tracing  out  what 
happens  to  equilibrium  GDP  following  the  shift  in  the  AE  curve.  See  page  544. 

n  we  can  also  trace  out  the  effects  of  changes  in  other  variables  (eg  changes  in  the  interest  rate  or 
exchange  rate  etc)  on  the  AD  curve  itself.  See  page  545.  If  the  AE  curve  shifts  upwards  due  to  any 
effect  but  a  change  in  price,  then  the  AD  curve  will  shift  in  response.  See  page  545. 

Note:  you  should  read  over  the  Appendk  to  Chapter  23  (the  mathematical  note  at  the  end  of  the 
chapter). 
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Todd  S.  Jones  provided  the  following  information  as  a  proponent  of  the  proposal  to  the 
State  Auditor's  office. 


LAW  FIRM  OF  TODD  S.  JONES,  LLC 


231  South  Bemiston  Ave.,  Ste.  800 
Sf.  Louis.  MO  63  J  05 
Phone:  (314)854-1317 
Fax:  (314)854-9118 
tislawjcpshc^lohul  .rwl 


December  16.2013 

VIA  EMAIL  TO  FISCALNOTE@AUDITOR.MO.GOV 

Hon.  Tom  Schweich 
State  Auditor 

301  West  High  Street,  Office  880 
Jefferson  City,  Missouri  65102 

Re:      Submission  for  Fiscal  Note  Summary  for  Initiative  Petition  2014-032 
Dear  Auditor  Schweich, 

I  submit  the  following  proposed  fiscal  impact  for  the  Initiative  Petition  that  i  filed  on 
May  3,  2013,  which  is  designated  Initiative  Petition  2014-032. 

As  an  initial  matter,  I  request  that  the  Auditor  place  the  process  of  preparing  a  new  fiscal 
note  and  fiscal  note  summary  on  hold  pending  the  resolution  of  Appeal  No.  WD77056,  which  is 
currently  pending  in  the  Missouri  Court  of  Appeals,  Western  District.  Oral  argument  for  that 
appeal  is  currently  scheduled  for  January  9,  2014.  The  preparation  of  a  second  fiscal  note  and 
fiscal  note  summary  while  the  legal  challenges  to  the  first  one  are  still  under  review  by  the  courts 
threatens  to  cause  confusion  and  generate  further  unnecessary  litigation.  Further,  proponents 
have  moved  for  a  stay  pending  appeal  of  the  circuit  court's  judgment  in  that  case,  which  the 
Court  of  Appeals  has  not  yet  ruled  upon.  Proponents  respectfully  request  that  the  Auditor's 
Office  await  the  resolution  of  that  appeal  before  preparing  a  second  fiscal  note  and  fiscal  note 
summary. 
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In  the  alternative,  if  the  Auditor's  Office  is  unwilling  to  place  this  process  on  hold  per 
proponent's  request,  1  request  that  the  Auditor's  Office  reissue  exactly  the  same  Fiscal  Note 
Summary  for  Initiative  Petition  2014-032  as  it  issued  before.  Prior  to  certifying  the  official 
ballot  title  for  the  "Missouri  Campaign  Contribution  Reform  Initiative"  that  I  submitted  on  May 
3,  2013,  Secretary  of  State  Jason  Kander  opened  the  proposed  initiative  petition  for  public 
comment.  Marc  H.  Ellinger,  the  attorney  for  Rex  Sinquefield,  filed  a  submission  based  on 
contentions  that  were  speculative  and  without  merit.  Following  certification  of  the  official  ballot 
title,  Mr.  Ellinger  filed  a  Petition  in  Cole  County  Circuit  Court  on  behalf  of  his  clients,  including 
Rex  Sinquefield  (the  "Petition"),  claiming,  among  other  things,  that  the  Fiscal  Note  and  Fiscal 
Note  Summary  were  insufficient  and  unfair.  The  contentions  in  Mr.  Ellinger's  submission  and 
the  Petition  were  without  merit.  The  State  Auditor's  original  Fiscal  Note  Summary  is  sufficient 
and  fair  and  should  be  reissued. 

Both  Mr.  Ellinger's  submission  to  the  State  Auditor  and  Plaintiffs'  claims  in  the  Petition 
fail  to  show  that  the  State  of  Missouri  will  incur  increased  costs  and  lost  revenue  as  a  result  of 
passage  of  the  "Missouri  Campaign  Contribution  Limit  Initiative." 

The  claims  Plaintiffs  make  in  the  Petition  fail  for  the  following  reasons.  First,  Plaintiffs 
contend  that  the  Fiscal  Note  Summary  "is  insufficient  and/or  unfair  because  it  does  not 
describe  the  costs  to  the  state  for  the  federal  and  state  litigation  to  challenge  the 
constitutionality  of  the  proposed  measure."  Pet.  H  33;  see  also  id.  H  45(a)  (same  allegation 
made  to  both  the  Fiscal  Note  and  the  Fiscal  Note  Summary).  This  claim  has  no  merit.  The 
Fiscal  Note  states:  "Officials  from  the  Attorney  General's  office  indicated  that  they  assume 
that  any  potential  costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with 
existing  resources,  but  should  significant  litigation  result,  may  seek  future  appropriations." 


Fiscal  Note,  at  2.  Plaintiffs  do  not,  and  cannot,  dispute  that  this  statement  accurately  reports 
the  comments  received  by  the  Auditor  from  the  Attorney  General's  Office.   The  Auditor's 
Office  had  no  duty  to  conduct  any  independent  assessment  of  this  estimate,  other  than 
reviewing  it  for  reasonableness.  Mo.  Mun.  League  v.  Carnahan,  303  S.W.3d  573,  582  (Mo. 
App.  W.D.  2010).  Moreover,  Plaintiffs  have  no  plausible  basis  to  dispute  the  Auditor's 
conclusion  that  this  submission  was  reasonable.  It  is  common  knowledge  that  the  Attorney 
General's  Office  employs  numerous  attorneys  on  staff  who  are  available  to  defend  legal  and 
constitutional  challenges  to  state  laws.  It  is  highly  unlikely  that  the  Attorney  General  will  be 
forced  to  hire  permanent  staff  or  seek  extraordinary  appropriations  to  handle  a  (purely  legal) 
First  Amendment  challenge  to  the  ballot  initiative. 

Second,  Plaintiffs  allege  that  "the  Fiscal  Note  Summary  is  insufficient  and/or  unfair 
because  it  does  not  disclose  the  potential  costs  as  indicated  by  the  Department  of 
Corrections."  Pet.  \  34;  see  also  id.  f  45(b).  This  allegation  has  no  merit.  The  Fiscal  Note 
reports  that  officials  from  the  Department  of  Corrections  "cannot  predict  the  number  of  new 
commitments  which  may  result  from  the  creation  of  offence(s)  outlined  in  the  proposal," 
since  "an  increase  in  commitments  depends  on  the  utilization  by  prosecutors  and  the  actual 
sentences  imposed  by  the  court."  Fiscal  Note,  at  2.  The  Department  of  Corrections 
estimated  the  additional  cost  per  inmate,  but  stated  it  had  no  way  to  predict  the  actual 
number  of  additional  inmates  that  might  result  from  the  initiative,  if  any.  Id.  Plaintiffs  do 
not,  and  cannot,  dispute  that  this  language  accurately  reported  the  submission  received  from 
the  Department  of  Corrections. 

Furthermore,  Plaintiffs  cannot  reasonably  dispute  that  the  Fiscal  Note  Summary 
accurately  summarizes  this  portion  of  the  Fiscal  Note.  The  Fiscal  Note  Summary  states 
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that  "[i]t  is  estimated  that  this  proposal  will  increase  state  govemnnent  costs  by  at  least 
$1 18,000  annually...."  Pet.^j  32  (emphasis  added).  The  FiscalNote  Summary  thus 
accounts  forthe  remote  possibility  that  additional  costs  due  to  incarceration  might  render 
the  costs  to  state  government  higher  than  the  $1 18,000  predicted  by  the  Missouri  Ethics 
Commission.  Within  the  50-word  constraint  imposed  on  fiscal  note  summaries,  this 
language  is  clearly  adequate.  See  Mo.  Mm.  League  v.  Carnahan,  364  S.W.3d  548,  556-57 
(Mo.  App.  W.D.  201 1)  (holding  that  "plaintiffs  have  cited  no  authority  that  to  be  meaningful 
a  fiscal  note  must  be  detailed  as  to  actual  amounts  of  estimated  costs"). 

Third,  Plaintiffs  allege  that  the  Fiscal  Note  Summary  "is  insufficient  and/or  unfair 
because  it  does  not  describe  the  costs  associated  with  lost  revenue  to  the  state  of  decreased 
campaign  expenditures,"  as  well  as  "the  costs  associated  with  lost  revenue  to  local 
governments  asaresult  of  decreased  campaign  expenditures."  Pet.^1  35, 36;  ^ee  also  id.  1 
45(c),  (d)  (same).  Plaintiffs  contend  that  the  Fiscal  Note  Summary  ought  to  report,  as  a 
result  of  decreased  campaign  spending,  that  "[ajnnual  state  government  revenue  will 
decrease  by  at  least  $7.39  million  per  year,"  and  that  "[a]nnual  local  government  revenue 
will  decrease  by  at  least  $1.2  million  per  year."  Pet.  ^39. 

These  contentions  have  no  merit.  The  only  submission  received  by  the  Auditor  that 
referred  to  possible  lost  revenues  to  state  and  local  governments  due  to  decreased  campaign 
expenditures  was  the  submission  of  Marc  H.  Ellinger  as  an  opponent  ofthe  initiative,  which 
occupies  64  pages  ofthe  Fiscal  Note.  This  "Ellinger  Submission"  is  the  source  of  Plaintiffs' 
estimated  costs  of  $7.39  million  to  state  government  and  $1 .2  million  to  local  governments. 
See  Ellinger  Submission,  at  9-10.  The  Auditor's  Office  gave  less  weight  to  the  Ellinger 
Submission  because  it  was  deemed  "speculative."  Accordingly,  the  Fiscal  Note  Summary 
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reports  that  "[a]ny  potential  impact  to  revenues  for  state  and  local  governmental  entities  is 
unknown."  Pet.  1(28. 

In  a  nutshell,  the  Ellinger  Submission  argues  that  a  decline  in  campaign  spending  will 
result  in  lost  state  and  local  revenues  due  to  lesser  income  and  sales  taxes,  and  that  this 
impact  can  be  reasonably  quantified  by  extrapolating  from  spending  figures  gleaned  from 
Governor  Nixon's  2012  campaign.  Id.  at  4- 10.  This  argument  is  inherently  and  irreducibly 
speculative.  It  rests  on  a  long  series  of  unproven  and  unproveable  assumptions,  many  of 
which  are  certainly  false.  Here  are  eleven  speculative,  unjustifiable  assumptions  inherent  in 
its  analysis: 

(1)  The  Ellinger  Submission  assumes  that  contribution  dollars  donated  to 
campaigns  would  not  otherwise  be  spent  or  productively  invested  in  the 
Missouri  economy,  if  they  were  not  donated  to  campaigns.  Id.  at  7.  The 
Submission  includes  no  accounting  of  how  such  dollars  would  have  been 
equally  or  more  productively  spent  to  grow  the  Missouri  economy  and  boost  tax 
revenues  if  they  were  spent  or  invested  elsewhere,  including  in  more  productive 
sectors  of  the  economy. 

(2)  The  Ellinger  Submission  assumes  that,  if  the  initiative  becomes  law,  the  amount 
of  contributions  will  decrease  in  mathematical  lockstep  with  the  limitation  levels. 
Id.  at  5;  id.  at  7  ("[T]he  proposed  measure  would  have  reduced  Nixon's  total 
campaign  contributions  by  72.58%.").  This  assumption  is  unproveable,  and 
highly  dubious.  Notably,  it  overlooks  the  obvious  likelihood  that  the  regulations 
will  result  in  larger  numbers  of  smaller  contributions,  as  smaller  contributors  are 
encouraged  to  participate  in  the  political  process  by  the  decreased  influence  of 
the  big-dollar  contributors  (such  as  Plaintiffs). 

(3)  The  Ellinger  Submission  assumes  that  the  vast  majority  of  spending  on  Missouri 
campaigns  is  expended  within  the  Missouri  economy.  Id.  at  7.  This  assumption 
is  not  justified.  In  fact,  the  Ellinger  Submission  later  admits  that  75  percent  of 
the  Nixon  campaign's  budget  went  to  an  "out-of-state  media  company."  Id.  at 
6.  Spending  and  investing  that  money  for  non-campaign  purposes  could  be  more 
likely  to  keep  it  local  to  the  Missouri  economy. 

(4)  The  Ellinger  Submission  assumes  that  the  amount  of  money  spent  by  the 
Governor's  campaign  during  the  2012  election  cycle  would  be  the  same  as  the 
amount  of  money  spent  by  the  Govemor's  campaign  in  ftiture  election  cycles. 


I 


but  for  the  effect  of  the  initiative.  Id.  at  5.  Obviously,  no  one  can  possibly 
predict  or  quantify  this. 

(5)  The  Ellinger  Submission  assumes  that  the  proportion  of  contributions  in  excess 
of  the  initiative's  proposed  limitations  was  the  same  for  Governor  Nixon's  2012 
campaign  as  it  was  for  every  other  statewide  campaign  in  Missouri.  Id.  at  8.  No 
support  is  provided  for  this  assumption,  and  it  is  almost  certainly  false. 
Undoubtedly,  Governor  Nixon  had  much  greater  ability  to  raise  big-dollar 
donations  from  high  rollers  than,  say.  a  candidate  for  first-term  state 
representative  or  a  candidate  forjudicial  office. 

(6)  The  Ellinger  Submission  assumes  that  the  proportion  of  campaign  spending  on 
each  category  of  media,  payroll,  field  work,  state  and  local  taxes,  and  other 
expenditures  would  be  the  same  for  Governor  Nixon's  campaign  as  for  every 
other  statewide  campaign.  Id.  at  7-8.  Again,  there  is  no  basis  for  this 
assumption,  and  it  seems  highly  unlikely  to  be  true. 

(7)  The  Ellinger  Submission  assumes  that  the  vast  majority  of  media  spending  by  the 
Nixon  campaign  (which  constituted  the  vast  majority  of  Governor  Nixon's 
spending)  ultimately  benefited  in-state  media  providers.  /J  at  6;  id  at  7 
(assuming  that  "75%  of  the  'media'  expenditures"  were  directed  back  into 
Missouri's  economy).  This  assumption  is  contradicted  by  the  Submission's  own 
statements.  The  Submission  concedes  that,  of  the  $9  million  spent  on  media  by 
the  Nixon  campaign,  "a// of  that  money  went  to  an  out-of-state  media  company." 
Id.  (emphasis  added).  The  Submission  provides  no  support  for  its  unrealistic 
assumption  that  the  out-of-state  company  redirected  the  majority  of  that  money  to 
local  Missouri  companies.  On  the  contrary,  much  of  it  was  undoubtedly  spent  on 
media  production,  and  a  large  proportion  of  the  advertising  revenue  was 
undoubtedly  directed  to  national  networks. 

(8)  In  purporting  to  calculate  lost  income  tax  revenues,  the  Ellinger  Submission 
explicitly  "assum[es]  that  half  of  the  media  spending  is  paid  out  to  employees  in 
salaries."  Id  at  9.  No  basis  for  this  assumption  is  provided,  and  there  is  no  way 
of  knowing  whether  it  is  remotely  plausible. 

(9)  The  Ellinger  Submission  assumes  that  half  of  the  unspecified  "other  Missouri 
expenditures"  by  the  Nixon  campaign  were  subject  to  state  sales  tax.  Id.  at  9. 
No  basis  for  this  assumption  is  provided,  and  there  is  no  way  to  know  whether 
it  is  true. 

(10)  The  Ellinger  Submission  assumes  that  its  purported  loss  of  $7.39  million  in 
state  revenues  for  the  year  2012  should  be  extrapolated  to  every  other  year.  Id. 
at  9;  see  also  Petition  ^  39  (alleging,  based  on  the  Ellinger  Submission,  that 
"annual  state  government  revenue  will  decrease  by  at  least  $7.39  million  per 
year.")  (emphasis  added).  This  assumption  is  plainly  invalid,  because  2012  was 
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an  election  year,  with  peak  campaign  spending.  Campaign  spending  is  much 
lower  in  non-election  years.  In  other  words,  the  Ellinger  Submission 
"cherrypicks"  a  year  of  high  campaign  spending  (2012)  and  claims  that  the 
initiative's  fiscal  impact  would  be  the  same  in  years  of  low  campaign  spending 
(e.g.  2013,  2015). 

(1!)     The  Ellinger  Submission  openly  concedes  that  'there  has  not  been  a 
comprehensive  study  regarding  the  fiscal  impact  of  state  elections  on  Missouri 
state  and  local  governments,"  id  at  3,  and  that  the  Lessem  &  Urban  study 
attached  to  the  Ellinger  Submission  "does  not  directly  quantify  the  amount  by 
which  Missouri  state  election  spending  stimulates  the  Missouri  economy."  Id 
at  4.  In  fact,  the  Lessem  &  Urban  study  does  not  address  the  Missouri  economy 
at  all,  and  does  not  purport  to  analyze  the  economic  impact  of  campaign 
spending  with  and  without  reasonable  contribution  limitations.  Its  relevance, 
therefore,  is  tenuous  at  best. 

In  sum,  the  Ellinger  Submission  is  based  on  a  whole  series  of  unsupported  and 

unsupportable  assumptions,  many  of  which  are  plainly  false  or  highly  dubious.  The 

Auditor's  Office  was  undoubtedly  justified  in  assigning  less  weight  to  this  submission  on  the 

ground  that  it  was  "speculative."  Plaintiffs  have  no  valid  basis  to  challenge  the  Fiscal  Note 

Summary's  statement  that  "[a]ny  potential  impact  to  revenues  for  state  and  local 

governmental  entities  is  unknown."  Pet.  ^  28. 

Even  if  the  unsupported  and  highly  dubious  assumptions  made  by  Plaintiffs  and  Mr. 

Ellinger  were  taken  at  face  value,  Colorado  is  prime  example  that  campaign  contribution 

limits  and  the  elimination  of  direct  union  and  corporate  contributions  to  candidates  does  not 

prevent  candidates  and  parties  from  raising  the  same  amount  of  money  for  their  campaigns 

than  they  would  have  prior  to  limits. 

In  2002,  voters  in  Colorado  overwhelmingly  passed  Amendment  27  which  had  limits 

indexed  to  inflation  of  $200  and  $500  for  various  state  office  holders  and  prohibited  unions  and 

corporations  from  direct  donations  to  candidates.  Statistics  compiled  by  the  Colorado  Secretary 

of  State  show  that  the  money  flowing  into  political  campaigns  is  still  as  vibrant  as  ever. 
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Colorado  Campaign  Contributions  and  Loans  2000-2013 

Year 

Democratic 
Candidates 

Republican 
Candidates 

Issue 

Committees 

All  Others 

Total 

2000 

$3,838,929.81 

$3,172,477.90 

$13,811,026.35 

$5,940,598.47 

$26,763,032.53 

2001 

$959,851.64 

$3,631,674.22 

$659,412.82 

$3,506,823.45 

$8,757,762.13 

2002 

$5,277,988.31 

$6,257,629.19 

$7,483,919.76 

$30,297,648.03 

$49,317,185.29 

2003 

$185,135.56 

$277,648.97 

$11,923,944.13 

$1,767,981.28 

$14, 154,709.94 

2004 

$3,341,247.68 

$2,523,329.85 

$19,574,464.08 

$4,796,276.04 

$30,235,317.65 

2005 

$596,618.29 

$2,848,632.35 

$12,408,285.34 

$2,246,489.52 

$18,100,025.50 

2006 

$6,047,305.67 

$9,689,460.42 

$19,863,940.22 

$13,726,226.11 

$49,326,932.42 

2007 

5614,418.20 

5190,940.21 

5970,588.23 

53,932,375.80 

55,708,422.44 

2008 

$4,934,031.53 

$4,099,269.68 

$77,922,988.55 

$17,645,355.88 

$104,601,645.64 

2009 

$854,048.24 

$1,185,274.60 

$950,827.21 

$6,322,782.66 

$9,312,932.71 

2010 

$8,985,072.14 

$4,745,247.37 

$11,778,190.89 

$32,041,808.61 

$57,550,319.01 

2011 

$318,219.45 

$363,272.97 

$2,749,572.89 

$7,788,185.89 

$11,219,251.20 

2012 

$3,127,419.57 

$3,635,500.53 

$7,421,735.51 

$37,406,092.36 

$51,590,747.97 

2013 

$1,217,465.54 

$820,948.78 

$17,323,189.29 

$11,957,119.39 

$31,318,723.00 

Total 

$40,297,751.63 

$43,441,307.04 

$204,842,185.27 

$179,375,763.49 

$467,957,007.43 

Source:  Colorado  Secretary  of  State  Website,  http://tracer.sos.colorado.gov/PublicSite/Homepage.aspx?( 

As  seen  in  the  chart  above,  the  Colorado  limits,  which  are  much  lower  than  the  ones  proposed  in 
the  "Missouri  Campaign  Contribution  Reform  Initiative,"  have  not  had  a  negative  impact  on  the 
amount  of  money  in  politics,  and,  consequently,  the  amount  of  revenue  available  to  tax  by  local 
and  state  governments. 
Conclusion 

Mr.  Ellinger's  Submission  and  the  Plaintiffs'  claims  of  the  "significant  negative 
economic  impact  on  both  the  state  and  local  governments  in  Missouri"  of  the  "Missouri 
Campaign  Contribution  Reform  Initiative"  are  speculative  and  without  merit  and  were  properly 
treated  as  speculative  by  the  State  Auditor.  The  State  Auditor's  original  Fiscal  Note  Summary  is 
sufficient  and  fair  and  should  be  reissued. 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Mental  Health,  the  Department  of  Social  Services, 
the  Department  of  Transportation,  Adair  County,  Boone  County,  Callaway  County, 
Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City 
of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn  State 
Technical  College,  Metropolitan  Community  College,  University  of  Missouri,  and  St. 
Louis  Community  College. 

Fiscal  Note  Summary 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least  $118,000  annually 
and  have  an  unknown  change  in  costs  for  local  governmental  entities.  Any  potential  impact  to 
revenues  for  state  and  local  governmental  entities  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-033) 


Subject 

Initiative  petition  from  Todd  Jones  regarding  a  proposed  constitutional  amendment  to 
Article  IX.  (Received  May  6,  2013) 

Date 

May  28,  2013 
Description 

This  proposal  would  amend  Article  IX  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  petition. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

The  non-public  enrollment  count  as  of  Fall  2012  was  77,257.  Currently  the  average 
distribution  of  state  funding  is  $3,285  per  weighted  average  daily  attendance.  It  would  be 
impossible  to  know,  but  if  each  non-public  school  student  received  the  same  amount,  the 
potential  cost  to  the  state  for  foundation  formula  equivalent  spending  could  be 
$253,789,245  based  upon  current  amounts  distributed  through  the  formula. 

It  should  be  noted  that  the  non-public  enrollment  count  is  voluntarily  reported  to  the 
department.  The  reported  number  does  not  include  all  non-public  students. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Corrections  indicated  the  passage  of  this  proposal 
may  have  an  unknown  positive  impact  for  their  department  in  that  it  would  allow  for 
contracting  with  entities  that  could  provide  additional  educational  or  religious 
opportunities  to  offenders. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  has  no  impact  on 
their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  we  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  has  no  fiscal 
impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  it  is  impossible  to  determine  costs  for 
their  city.  Repealing  this  prohibition  could  create  pressure  to  use  tax  revenue  to  support 
special  interests  that  may  not  reflect  the  general  public  interest.  On  the  other  hand,  where 
these  organizations  are  capable  of  providing  a  needed  service,  they  might  be  legitimate 
bidders  for  contracts. 

Officials  from  the  City  of  Jefferson  indicated  they  do  not  believe  there  will  be  a  fiscal 
impact  if  that  petition  becomes  law. 


Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  direct 
fiscal  impact  on  their  city. 

Officials  from  the  City  of  Kirkwood  indicated  the  city  has  never  and  won't  donate  public 
money  to  NFP  or  church.  No  impact. 

Officials  from  the  City  of  Raymore  indicated  they  anticipate  a  fiscal  impact.  Officials 
did  not  respond  to  follow  up  questions  to  clarify  the  accuracy  of  the  comments  provided 
or  further  explain  the  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  this  proposal  could  have  an  indirect 
impact  on  expenditures  if  any  church-related  organization  could  start  petitioning  the  city 
for  money  that  would  otherwise  go  elsewhere.  In  the  bigger  picture,  it's  a  direct  assault 
on  the  separation  of  church  and  state. 

Officials  from  University  of  Missouri  indicated  this  initiative  petition  will  have  no  fiscal 
impact  on  their  college. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Higher  Education,  the  Department  of  Natural 
Resources,  the  Department  of  Revenue,  the  Department  of  Public  Safety,  the 
Department  of  Transportation,  Adair  County,  Boone  County,  Callaway  County, 
Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

The  potential  costs  or  savings  to  state  and  local  governmental  entities  are  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-038) 


Subject 

Initiative  petition  from  Whitfield  Montgomery  regarding  a  proposed  constitutional 
amendment  to  Article  III.  (Received  May  30,  2013) 

Date 

June  18,  2013 
Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Whitfield  Montgomery  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  legislation. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

There  is  no  anticipated  state  cost  to  the  foundation  formula  associated  with  this  proposal. 
To  the  extent  fine  revenues  exceed  2004-2005  collections,  any  increase  in  this  money 
distributed  to  school  districts  increases  the  deduction  in  the  foundation  formula  the 
following  year.  Therefore  the  affected  districts  will  see  an  equal  decrease  in  the  amount 
of  funding  received  through  the  formula  the  following  year;  unless  the  affected  districts 
are  hold-harmless,  in  which  case  the  districts  will  not  see  a  decrease  in  the  amount  of 
funding  received  through  the  formula  (any  increase  in  fine  money  distributed  to  the  hold- 
harmless  districts  will  simply  be  additional  money).  An  increase  in  the  deduction  (all 
other  factors  remaining  constant)  reduces  the  cost  to  the  state  of  funding  the  formula. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  this  initiative  petition  has  no 
fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 


Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  impact  to  the 
their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  Greene  County  indicated  it  doesn't  appear  to  impact  their  county. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  this 
petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  no  impact  on  the  revenues  or 
expenditures  of  their  city. 


Officials  from  Metropolitan  Community  College  indicated  this  would  have  no  direct 
fiscal  impact  on  their  college. 


Whitfield  Montgomery  provided  the  following  information  as  a  proponent  of  this 
initiative  petition. 

The  Consumer  Borrowers'  Bill  of  Rights  will  have  no  impact  on  state  or  local 
government  revenues.  This  proposal  makes  legally  enforceable  a  series  of  best  practices 
for  consumer  lending.  This  proposal  allows  consumer  lending  to  occur  in  Missouri  while 
protecting  consumers  from  unethical  (soon  to  be  illegal)  practices.  Accordingly,  no 
legitimate  economic  activity  will  be  lost  in  the  state  and  no  loss  to  state  and  local 
government  revenues  will  occur.  Costs  to  enforce  the  measure  are  minimal  and  can  be 
absorbed  by  existing  state  and  local  budgets. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Attorney  General's  office, 
the  Department  of  Agriculture,  the  Department  of  Higher  Education,  the 
Department  of  Public  Safety,  the  Department  of  Transportation,  the  State 
Treasurer's  office,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of 
Mexico,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

There  are  no  estimated  costs  or  savings  expected  for  state  and  local  governmental  entities  if  this 
proposal  is  approved  by  voters.  Increased  fine  revenue  resulting  from  this  proposal  could  reduce 
state  government  expenses  and  increase  revenue  for  some  school  districts,  but  the  fiscal  impact  is 
unknown  and  likely  insignificant. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-039) 


Subject 

Initiative  petition  from  Tammy  O'Meara  regarding  a  proposed  amendment  to  Chapter  302 
of  the  Revised  Statutes  of  Missouri.  (Received  June  25,  2013) 

Date 

July  15,  2013 
Description 

This  proposal  would  amend  Chapter  302  of  the  Revised  Statutes  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  this  initiative  petition. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
there  is  no  anticipated  state  cost  to  the  foundation  formula  associated  with  this  proposal. 

To  the  extent  fine  revenues  exceed  2004-2005  collections,  any  increase  in  this  money 
distributed  to  school  districts  increases  the  deduction  in  the  foundation  formula  the 
following  year.  Therefore,  the  affected  districts  will  see  an  equal  decrease  in  the  amount 
of  funding  received  through  the  formula  the  following  year;  unless  the  affected  districts 
are  hold-harmless,  in  which  case  the  districts  will  not  see  a  decrease  in  the  amount  of 
funding  received  through  the  formula  (any  increase  in  fine  money  distributed  to  the  hold- 
harmless  districts  will  simply  be  additional  money).  An  increase  in  the  deduction  (all 
other  factors  remaining  constant)  reduces  the  cost  to  the  state  of  funding  the  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  contained  in 
this  initiative  petition  would  have  no  direct,  foreseeable  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  the  proposal  could  result  in  one- 
time costs  of  $3,722. 


They  said  the  proposed  language  seems  to  be  for  enforcement  purposes  only  and  is  not 
intended  to  change  the  motorcycle  permit  or  endorsement  issuance  provisions  defined 
under  Chapter  302,  RSMo. 

The  petition  does  not  clearly  outline  if  the  intent  is  for  the  department  to  implement 
changes  to  limit  issuance  or  restrict  the  motorcycle  endorsement,  temporary  motorcycle 
instruction  permit  based  on  the  proposed  enforcement  provisions. 

Additionally,  the  department  sees  no  requirement  to  maintain  any  proof  of  compliance 
with  the  motorcycle  rider  training  course  provisions  of  this  proposed  language.  There 
will  be  no  tracking  of  compliance  or  non-compliance  with  the  training  requirement  as 
proposed. 

If  the  intent  is  to  implement  restrictions  to  be  posted  to  the  motorcycle  license  or 
motorcycle  endorsement  for  persons  less  than  21  years  of  age  or  to  require  verification  of 
completion  of  motorcycle  rider  training  course  to  retain  motorcycle  privileges  as 
proposed  under  Section  302.021(2),  the  petition  should  include  such  provisions  in 
Section  302.130,  302.132,  302.173,  302.720  and  302.735,  RSMo,  pertaining  to  the 
application  and  issuance  of  temporary  instruction  permits  and  driver  licenses. 

Administrative  Impact 

Driver  License  Bureau 

>  Requires  programming  and  testing  of  the  Missouri  Driver  License  System  to  develop  a 
new  conviction  code  for  "motorcycle  passenger  prohibition." 

o  The  Driver  License  Bureau  estimates  40  hours  of  system  testing  for  one  Administrative 
Analyst  I;  40  hours  @  $24  per  hour  =  $960 

>  Requires  updates  to  the  following: 
o  Letters; 

o  Forms; 

o  Procedures; 

o  Department's  website;  and 

o  Missouri  Driver  Guide. 


OA-ITSD  Impact 

The  IT  portion  of  this  fiscal  impact  is  calculated  at  40  hrs  valued  at  $27.05  per  hour  = 
$1,082. 


Administrative  Analyst  III  -  40  hrs  @  $22 
Management  Analysis  Spec  I  -  40  hrs  @  $20 


$880 
$800 


Total  =  $1,680 


The  new  law  will  result  in  an  unknown  increase  in  convictions.  The  increase  in 
convictions  will  also  increase  the  number  of  point  warning  and  suspension/revocation 
notices  issued  for  accumulation  of  points. 


There  are  no  statistics  to  determine  how  many  additional  convictions  the  department  may 
be  required  to  process;  however,  one  FTE  processes  320  convictions  per  day.  If  the 
volume  of  convictions  received  for  processing  exceeds  320  per  day,  then  additional  FTE 
will  be  required  and  requested  through  the  appropriate  process. 

Revenue  Impact 

Unknown  -  Reinstatement  fees  collected  will  be  distributed  75%  Highway  Funds,  15% 
Cities,  and  10%  Counties. 

Technical  errors 

The  new  provisions  added  for  Section  302.021,  RSMo,  are  not  formatted  correctly.  It  is 
suggested  to  change  1)  to  302.021.1  and  then  the  appropriate  statutory  structure  shall 
follow. 

The  language  proposed  for  Section  302.021(2),  RSMo,  "which  is  approved  by  the 
License  Bureau  of  the  Missouri  Department  of  Revenue"  needs  to  be  changed  to  "which 
has  been  approved  pursuant  to  the  regulations  of  the  Missouri  Department  of 
Transportation  Highway  Safety  Division." 

Officials  from  the  Department  of  Public  Safety  indicated  they  anticipate  that  any  costs 
associated  with  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  has  no  impact  on 
their  office.  This  proposal  may  have  an  impact  on  the  Department  of  Revenue. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  we  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
could  have  impact  to  their  office. 

For  the  purpose  of  the  proposed  change  to  Chapter  302,  and  as  a  result  of  excessive 
caseloads,  the  Office  of  the  State  Public  Defender  CANNOT  assume  existing  staff  will 
provide  competent,  effective  representation  for  any  indigent  clients  faced  with  the  crimes 
associated  with  motorcycle  passenger  prohibition.  The  first  violation  of  this  offense 
would  become  a  new  Class  C  Misdemeanor  unless  the  actor  has  previously  been 
convicted  of  this  offense,  in  which  case  is  would  become  a  new  Class  B  Misdemeanor, 
unless  the  actor  has  previously  been  convicted  twice  of  this  offense,  in  which  case  the 
offense  would  become  a  new  Class  A  Misdemeanor. 

The  Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  recognized  standards. 

While  the  number  of  new  cases  may  be  too  few  or  uncertain  to  request  additional  funding 
for  this  specific  bill,  the  Office  of  the  State  Public  Defender  will  continue  to  request 
sufficient  appropriations  to  provide  competent  and  effective  representation  in  all  cases 
where  the  right  to  counsel  attaches. 

Officials  from  Greene  County  indicated  they  are  not  aware  of  any  impact  to  their 
county.  The  officials  indicated  they  forwarded  the  proposed  initiative  regarding 
motorcycle  law  to  the  Sheriffs  Department  for  additional  input. 

No  additional  information  was  provided  by  county  officials. 


Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  if  this  petition 
becomes  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  has  no  fiscal  impact  on  their  city. 

Officials  from  the  City  of  Kirkwood  indicated  they  have  determined  that  there  is  no 
fiscal  impact  but  enforcement  may  be  an  issue. 

Officials  from  the  City  of  St.  Joseph  indicated  it  would  have  no  impact  on  their  city. 

Officials  from  Metropolitan  Community  College  indicated  this  petition  would  have  no 
direct  fiscal  impact  on  their  college. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  the  Missouri  Senate,  the 
State  Treasurer's  Office,  Adair  County,  Boone  County,  Callaway  County,  Cass 
County,  Clay  County,  Cole  County,  Jackson  County  Legislators,  Jasper  County,  St. 
Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the 
City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the 
City  of  Raymore,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the 
City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District, 
Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical 
College,  University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 


One-time  costs  to  state  governmental  entities  could  be  at  least  $3,700  with  the  total  potential 
annual  costs  being  unknown,  but  probably  limited.  Local  governmental  entities  expect  no 
potential  costs.  Possible  increased  revenue  to  state  and  local  governmental  entities  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-040) 


Subject 

Initiative  petition  from  Jewell  Patek  regarding  a  proposed  constitutional  amendment  to 
Article  III.  (Received  July  2,  2013) 

Date 

July  22,  2013 
Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 
They  may  seek  additional  appropriations  if  there  is  a  significant  increase  in  the  number  of 
complaints  filed  by  consumers. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  amendment. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 
proposal  does  not  impact  their  department  or  local  schools. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  contained  in 
this  initiative  petition  would  have  no  direct,  foreseeable  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  is  a  no 
impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  assume  that  this  proposal 
will  have  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  this  proposal  has  no  direct 
fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XU,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  we  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  no  impact  on  their  city. 

Officials  from  the  City  of  Jefferson  indicated  they  do  not  believe  there  will  be  a  fiscal 
impact  if  this  petition  becomes  law. 


Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Kirkwood  indicated  no  impact  on  their  city. 
Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  this  would  have  no  fiscal  impact  on  their 
city. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  university. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI 
School  District,  Linn  State  Technical  College,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  and  local  governmental  entities  expect  no  significant  costs  or  savings  if  this  proposal  is 
approved  by  voters. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-041) 


Subject 

Initiative  petition  from  Whitfield  Montgomery  regarding  a  proposed  constitutional 
amendment  to  Article  III.  (Received  July  2,  2013) 

Date 

July  22,  2013 
Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Whitfield  Montgomery  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 
They  may  seek  additional  appropriations  if  there  is  a  significant  increase  in  the  number  of 
complaints  filed  by  consumers. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  amendment. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

There  is  no  anticipated  state  cost  to  the  foundation  formula  associated  with  this  proposal. 

To  the  extent  fine  revenues  exceed  2004-2005  collections,  any  increase  in  this  money 
distributed  to  school  districts  increases  the  deduction  in  the  foundation  formula  the 
following  year.  Therefore  the  affected  districts  will  see  an  equal  decrease  in  the  amount 
of  funding  received  through  the  formula  the  following  year;  unless  the  affected  districts 
are  hold-harmless,  in  which  case  the  districts  will  not  see  a  decrease  in  the  amount  of 
funding  received  through  the  formula  (any  increase  in  fine  money  distributed  to  the  hold- 
harmless  districts  will  simply  be  additional  money).  An  increase  in  the  deduction  (all 
other  factors  remaining  constant)  reduces  the  cost  to  the  state  of  funding  the  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  contained  in 
this  initiative  petition  would  have  no  direct,  foreseeable  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 


Officials  from  the  Department  of  Public  Safety  indicated  they  assume  that  this  proposal 
will  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  this  proposal  has  no  direct 
fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  impact  to  the 
their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  no  impact  on  their  city. 

Officials  from  the  City  of  Jefferson  indicated  they  do  not  believe  there  will  be  a  fiscal 
impact  if  this  petition  becomes  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Kirkwood  indicated  no  impact  on  their  city. 
Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  this  would  have  no  fiscal  impact  on  their 
city. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  university. 

Whitfield  Montgomery  provided  the  following  information  as  a  proponent  of  this 
initiative  petition. 

The  Consumer  Borrowers'  Bill  of  Rights  will  have  no  impact  on  state  or  local 
government  revenues.  This  proposal  makes  legally  enforceable  a  series  of  best  practices 
for  consumer  lending.  This  proposal  allows  consumer  lending  to  occur  in  Missouri  while 
protecting  consumers  from  unethical  (soon  to  be  illegal)  practices.  Accordingly,  no 
legitimate  economic  activity  will  be  lost  in  the  state  and  no  loss  to  state  and  local 
government  revenues  will  occur.  Costs  to  enforce  the  measure  are  minimal  and  can  be 
absorbed  by  existing  state  and  local  budgets. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI 
School  District,  Linn  State  Technical  College,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  and  local  governmental  entities  expect  no  significant  costs  or  savings  if  this  proposal  is 
approved  by  voters.  Increased  fine  revenue  resulting  from  this  proposal  could  reduce  state 
government  expenses  and  increase  revenue  for  some  school  districts,  but  the  fiscal  impact  is 
unknown  and  likely  insignificant. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-042) 


Subject 

Initiative  petition  from  Wliitfield  Montgomery  regarding  a  proposed  constitutional 
amendment  to  Article  I.  (Received  July  2,  2013) 

Date 

July  22,  2013 
Description 

This  proposal  would  amend  Article  I  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Whitfield  Montgomery  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 
They  may  seek  additional  appropriations  if  there  is  a  significant  increase  in  the  number  of 
complaints  filed  by  consumers. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  proposed  amendment. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

There  is  no  anticipated  state  cost  to  the  foundation  formula  associated  with  this  proposal. 

To  the  extent  fine  revenues  exceed  2004-2005  collections,  any  increase  in  this  money 
distributed  to  school  districts  increases  the  deduction  in  the  foundation  formula  the 
following  year.  Therefore  the  affected  districts  will  see  an  equal  decrease  in  the  amount 
of  funding  received  through  the  formula  the  following  year;  unless  the  affected  districts 
are  hold-harmless,  in  which  case  the  districts  will  not  see  a  decrease  in  the  amount  of 
funding  received  through  the  formula  (any  increase  in  fine  money  distributed  to  the  hold- 
harmless  districts  will  simply  be  additional  money).  An  increase  in  the  deduction  (all 
other  factors  remaining  constant)  reduces  the  cost  to  the  state  of  funding  the  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  contained  in 
this  initiative  petition  would  have  no  direct,  foreseeable  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 


Officials  from  the  Department  of  Public  Safety  indicated  they  assume  that  this  proposal 
will  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  this  proposal  has  no  direct 
fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  no  impact  on  their  city. 

Officials  from  the  City  of  Jefferson  indicated  they  do  not  believe  there  will  be  a  fiscal 
impact  if  this  petition  becomes  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Kirkwood  indicated  no  impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  the  effect  of  this  would  be  minimal  at  best, 
therefore  we  do  not  feel  it  would  have  any  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  this  would  have  no  fiscal  impact  on  their 
city. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  university. 

Whitfield  Montgomery  provided  the  following  information  as  a  proponent  of  this 
initiative  petition. 

The  Consumer  Borrowers'  Bill  of  Rights  will  have  no  impact  on  state  or  local 
government  revenues.  This  proposal  makes  legally  enforceable  a  series  of  best  practices 
for  consumer  lending.  This  proposal  allows  consumer  lending  to  occur  in  Missouri  while 
protecting  consumers  from  unethical  (soon  to  be  illegal)  practices.  Accordingly,  no 
legitimate  economic  activity  will  be  lost  in  the  state  and  no  loss  to  state  and  local 
government  revenues  will  occur.  Costs  to  enforce  the  measure  are  minimal  and  can  be 
absorbed  by  existing  state  and  local  budgets. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI 
School  District,  Linn  State  Technical  College,  Metropolitan  Community  College,  and 
St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  and  local  governmental  entities  expect  no  significant  costs  or  savings  if  this  proposal  is 
approved  by  voters.  Increased  fine  revenue  resulting  from  this  proposal  could  reduce  state 
government  expenses  and  increase  revenue  for  some  school  districts,  but  the  fiscal  impact  is 
unknown  and  likely  insignificant. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-045) 


Subject 

Initiative  petition  from  Barbara  Swanson  regarding  a  proposed  constitutional  amendment 
to  Article  IX.  (Received  August  15,  2013) 

Date 

August  30,  2013 
Description 

This  proposal  would  amend  Article  IX  of  the  Missouri  Constitution. 
The  amendment  is  to  be  voted  on  in  November,  2014. 
Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the  Department 
of  Agriculture,  the  Department  of  Economic  Development,  the  Department  of  Elementary 
and  Secondary  Education,  the  Department  of  Higher  Education,  the  Department  of  Health 
and  Senior  Services,  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration,  the  Department  of  Mental  Health,  the  Department  of  Natural  Resources,  the 
Department  of  Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the 
Department  of  Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social 
Services,  the  Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the  Office  of 
State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's  office,  the  Office 
of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin, 
the  City  of  Kansas  City,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the 
City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School 
District,  Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical 
College,  Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis 
Community  College. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 


Officials  from  the  Department  of  Agriculture  indicated  no  known  direct  fiscal  impact 
on  their  department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  fiscal  impact  is 
anticipated  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

The  petition  language  states  that  a  maximum  of  $90  million  could  be  claimed  as  tax 

credits  in  a  year.  So  it  would  appear  that  the  total  loss  of  revenue  to  the  state  would  be 
$90  million.  Since  a  person  can  only  claim  half  of  the  money  donated  as  a  tax  credit, 
there  is  a  maximum  of  $180  million  donated  in  a  year.  This  is  distributed  by  the 
Commissioner  in  the  following  formula:  50%  to  public  school  foundations,  40%  for 
scholarships  to  private  schools,  and  10%  to  support  special  education  programs.  The  way 
this  is  written,  public  schools  in  general  could  potentially  receive  $90  million  per  year; 
but  not  all  school  districts  are  going  to  have  foundations  and  as  such  not  all  school 
districts  would  receive  funds. 

If  provision  11.7  were  not  in  the  proposal,  a  school  district's  state  aid  would  not  be 
impacted.  The  information  below  further  explains  the  issue.  The  example  uses  the  data 
from  Adair  County  R-1  and  is  meant  simply  for  illustrative  purposes.  Numbers  will  vary 
dramatically  from  district  to  district;  however,  the  fact  remains  that  any  money  a  school 
district  receives  from  a  foundation  will  be  new  money  to  the  district  and  will  not  impact 
the  district's  state  aid,  regardless  of  the  section  1 1.7  provision. 

There  is  a  local  effort  calculation  in  the  formula.  It  consists  of  the  following  categories 
of  local  revenue: 

Local  Property  Tax  Effort 

1.  Assessed  Valuation  $11,127,150 

2.  Performance  Tax  Levy  X  $3.43 

3.  Local  Tax  Revenue  (Line  1  /  100  x  Line  2)  $381,661.25  4.  Minus  Collector  and 
Assessor  Fees  (  2.62%  x  Line  3)  -  $9,999.52  5.  Net  Local  Tax  Revenue  (Line  3  -  Line  4) 
$371,661.72  2004-2005  Incidental  +  Teacher  Fund  Receipts  6.  School  District  Trust 
Fund  (Prop  C)  x  1/2  $120,856.36  7.  Financial  Institution  Tax  +  $0.00  8.  Merchant's  and 
Manufacturer's  Tax  +  $80.19  9.  In  Lieu  Of  Tax  +  $1,725.21  10.  Fines,  Escheats,  etc.  + 
$13,763.71  11.  State  Assessed  Utilities  +  $79,505.39  12.  Federal  Properties  +  $0.00  13. 
Local  Earnings  and  Income  Taxes  +  $0.00  14.  Total  Receipts  (Sum  Lines  6  through  13) 
$215,930.86  15.  Total  Local  Effort  (Local  Property  Tax  Effort  +  Receipts)  $587,592.58 
(Line  5  +  Line  14) 

These  are  numbers  from  FY05  and  unchangeable  except  if  fines  increase  or  assessed 
valuation  decreases.  If  either  of  these  happens  it  would  cause  the  local  effort  total  to 
either  increase  (in  the  case  of  fines)  or  decrease  (in  the  case  of  assessed  valuation). 
Because  the  local  effort  is  subtracted  from  the  basic  formula  calculation  an  increase  or 
decrease  could  have  an  effect  on  funding.  However,  money  from  a  foundation  does  not 


fall  into  any  of  the  above  categories  and  even  if  it  did  only  one  category  negatively 
impacts  funding  and  that  is  fines. 

Officials  the  Department  of  Higher  Education  indicated  they  do  not  anticipate  any  cost 
or  savings  to  their  department  if  this  measure  were  to  be  adopted. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department.  However,  this  petition,  if  passed,  may  have  an  unknown  reduction  of 
premium  tax  revenue  collected  by  the  state. 

It  is  unknown  how  many  insurance  companies  will  choose  to  participate  in  this  program 
and  take  advantage  of  the  tax  credits.  Premium  tax  revenue  is  split  50/50  between 
General  Revenue  and  County  Foreign  Insurance  Fund  except  for  domestic  Stock  Property 
and  Casualty  Companies  who  pay  premium  tax  to  the  County  Stock  Fund.  The  County 
Foreign  Insurance  Fund  is  later  distributed  to  school  districts  throughout  the 
state.  County  Stock  Funds  are  later  distributed  to  the  school  district  and  county  treasurer 
of  the  county  in  which  the  principal  office  of  the  insurer  is  located.  It  is  unknown  how 
each  of  these  funds  may  be  impacted  by  the  proposed  tax  credit. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  would  have  the 
following  estimated  net  effect  on  all  state  funds: 

Reduced  tax  revenue  of  $90,000,000  for  fiscal  year  2014,  $91,800,000  for  fiscal  year 
2015,  and  $93,636,000  for  fiscal  year  2016. 

Increased  operating  expenses  for  salaries,  fringe  benefits  and  equipment  and  expenses  of 
$142,400  in  fiscal  year  2014,  $122,094  in  fiscal  year  2015,  and  $123,271  in  2016. 

This  tax  credit  creates  up  to  a  $90.0  million  negative  impact  on  total  state  revenue 
annually.  The  maximum  amount  of  the  tax  credit  will  be  adjusted  using  the  Consumer 
Price  Index  (CPI)  each  year  thereafter. 


If  approved  by  voters,  this  petition  will  reduce  state  revenues  by  up  to  $90  million  in  the 
first  year,  and  increasing  by  the  amount  of  the  Chained  Consumer  Price  Index  for 
subsequent  years. 

The  initiative  petition  creates  the  "Children's  Education  Initiative." 

Taxpayers  may  receive  a  tax  credit  for  donations  made  to  a  Children's  Education 
Foundations  (Foundation).  The  petition  further  provides  definitions  for  terms  applicable 
to  this  initiative. 

A  taxpayer  claims  a  tax  credit  against  the  taxpayer's  state  tax  liability  of  50%  of  the 
amount  contributed  to  the  Foundation.  The  donation  cannot  directly  benefit  the  taxpayer 
or  the  taxpayer's  dependent.  The  credit  cannot  exceed  the  taxpayer's  state  table  liability 
and  no  taxpayer  may  claim  more  than  $50,000  per  taxable  year.  The  initiative  caps  the 
credit  at  $90  million,  adjusted  annually  for  inflation. 

The  Commissioner  of  Education  annually  allocates  credits  among  the  specified  purposes 
as  defined  in  subsection  6. 

The  department  will  need  to  make  form  changes. 

The  department  and  ITSD-DOR  will  need  to  make  programming  changes  to  various  tax 
systems. 

The  IT  portion  of  the  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $27,722. 

The  value  of  the  level  of  effort  is  calculated  on  840  FTE  hours. 

The  department  expects  additional  staff  to  be  needed  in  the  following  divisions: 

Personal  Tax: 

Section  11.4 

One  (1)  Revenue  Processing  Technician  I  (Range  10,  Step  L)  per  4,000  credits  claimed 

One  (1)  Revenue  Processing  Technician  I  (Range  10,  Step  L)  per  2,400  pieces  of 
correspondence 

Corporate  Tax: 

Section  11.4 

One  (1)  Revenue  Processing  Technician  I  (Range  10,  Step  L)  per  4,000  tax  credits 
redeemed  with  CARES  phones  and  license 

Officials  from  the  Department  of  Social  Services  indicated  by  granting  state  tax  credits, 
this  proposal  has  the  potential  to  reduce  total  General  Revenue.  The  impact,  if  any,  to 
their  department  will  depend  on  the  appropriations  process. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  Budget  &  Planning  assumes  this 
proposal  may  reduce  general  and  total  state  revenues  up  to  $90  million  in  the  first  year 
after  its  approval.  This  proposal  may  reduce  general  and  total  state  revenues  in  differing 
amounts  in  succeeding  years,  depending  on  the  rate  of  change  in  the  price  index 
described. 

Budget  &  Planning  notes  that  any  monies  received  by  a  public  school  district  as  a  result 
of  this  program  shall  not  be  counted  as  revenues  in  determining  state  aid  to  that  district. 

Technical  Comment: 

This  proposal  limits  the  amount  of  tax  credits  that  can  be  claimed  annually  to  $90 
million.  Budget  &  Planning  assumes  "claimed"  is  equivalent  to  "redeemed"  in  this 
context.  However,  there  is  no  limit  on  the  amount  of  qualifying  contributions  that  can  be 
made.  Foundations  may  receive  donations  requiring  an  allocation  of  tax  credits  that 
exceeds  the  described  limit.  Or,  it  is  possible  in  later  years  that  the  aggregate  amount  of 
credits  carried  forward  plus  newly  earned  credits  exceeds  this  limit.  In  these  situations,  it 
is  unclear  how  the  $90  million  in  available  credits  is  to  be  allocated. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 


$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  we  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  it  is  estimated  that  this  initiative 
petition  will  have  no  effect  on  their  office. 

Officials  from  the  City  of  Columbia  indicated  no  discernible  impact  on  their  city. 

Officials  from  the  City  of  Jefferson  indicated  they  expect  no  fiscal  impact  should  this 
petition  become  a  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  St.  Joseph  indicated  this  bill  would  have  no  fiscal  impact  on 
the  city. 

Officials  from  the  Cape  Girardeau  63  School  District  indicated  it  appears  this  petition 
would  reduce  the  amount  of  revenue  available  to  fund  the  foundation  formula  for 
Missouri  public  schools  since  it  provides  a  50%  tax  credit  for  anyone  who  makes 
donations  to  private  and  parochial  schools.  If  you  take  $90  million  out  of  educational 
funding,  it  is  equal  to  about  a  3%  reduction  in  the  formula.  The  officials  indicated  for 
their  school  district,  3%  equals  about  $250,000  that  would  be  lost  each  year. 

Officials  from  the  Hannibal  60  School  District  indicated  please  be  advised  that  they  are 
opposed  to  the  subject  Initiative  Petition.  They  believe  that  this  petition  would  have  a 
negative  impact  on  Public  School  Funding  as  outlined  below.  (An  exact  dollar  figure  is 
not  determinable): 

•  Reduction  in  revenues  to  Public  Schools 

•  Possibility  of  Micro  management  from  large  donors. 

Public  school  state  funding  would  be  adversely  impacted  due  to  a  reduction  in  state 
revenues  as  a  result  of  the  tax  credits  to  the  donors. 

Officials  from  the  Rockwood  R-VI  School  District  indicated  their  concern  about  this 

initiative  is  that  such  credits  will  take  from  resources  available  to  all  school 
districts.  Since  the  state  funding  formula  for  K-12  is  already  underfunded  by  $600 
million,  it  is  imperative  that  the  state  does  not  divert  further  funds  away  from 


education.  Some  may  argue  that  funds  from  this  initiative  are  supposed  to  go  to  support 
education.  First,  a  local  school  board  makes  decisions  with  public  funds  to  maximize  the 
opportunities  for  all  public  school  students.  Taking  money  away  from  state  funding  and 
placing  it  in  the  hands  of  a  foundation  will  dilute  the  effectiveness  of  each  school 
district.  There  will  also  be  additional  administrative  overhead  in  the  foundation  which 
will  further  erode  funds  available  to  students.  It  also  takes  public  funds  (via  tax  credits) 
and  directs  some  toward  private  schools  that  don't  have  the  same  responsibilities.  If 
someone  wants  to  donate  funds  for  these  purposes,  they  should  have  the  right  to  do  so  but 
the  state  should  not  include  incentives  that  take  away  from  funds  available  to  all  districts. 

Officials  from  University  of  Missouri  indicated  this  initiative  petition  has  no  financial 
impact  on  their  university. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Labor  and 
Industrial  Relations,  the  Department  of  Public  Safety,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico, 
the  City  of  Raymore,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union, 
the  City  of  Wentzville,  the  City  of  West  Plains,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

Any  decrease  in  state  revenue  will  depend  on  the  redemption  of  tax  credits  issued  related  to  this 
proposal,  initially  limited  to  $90  miUion  per  year.  Increased  annual  state  operating  expenses  are 
expected  to  be  initially  about  $120,000.  Each  individual  school  district  will  experience  an 
unknown  annual  change  in  revenue. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-047) 


Subject 

Initiative  petition  from  John  Elliott  regarding  a  proposed  constitutional  amendment  to 
Article  V.  (Received  August  26,  2013) 

Date 

September  13,  2013 
Description 

This  proposal  would  amend  Article  V  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  St.  Louis  County  Election  Board,  St.  Louis  City  Election  Board,  Kansas 
City  Election  Board,  Platte  County  Board  of  Elections,  Jackson  County  Election 
Board,  and  Clay  County  Election  Board. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  this  petition  will  not  have 
any  fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition,  14-047,  would  increase  the  number  of  Missouri  Supreme 
Court  judges  from  seven  to  nine.  There  will  be  direct  election  of  all  judges,  in  partisan 
political  contests.  The  proposal  will  have  one  Supreme  Court  judge  elected  from  each  of 
the  state's  eight  congressional  districts,  with  a  statewide  election  for  the  ninth  judge. 

The  cost  of  this  initiative  would  be  $7,320,114.  This  includes  the  construction  of  an 
addition  of  8,200  square  feet  to  the  Supreme  Court  Building.  The  cost  would  be 
approximately  $4,500,000.  The  addition  to  the  current  building  must  include  the 
historical  nature  of  the  building  and  matching  the  existing  decor. 

Additional  official  station  travel  costs  would  be  incurred  if  judges  were  required  to  come 
from  different  congressional  districts.  Estimated  increase  to  in-state  travel  expense 
would  be  $20,000. 


One  Time  Expense 

Re-occurring  Expense 

Statutory  Judge's  salary 

(2) 

$295,182 

Judge's  benefits 

$224,921 

Judge's  office  staff  budget 

(2) 

$301,868 

Staff  benefits 

$  159,235 

Court  Marshals 

(2) 

$ 

74,688 

Court  Marshall  benefits 

$ 

39,398 

Official  Station  costs 

(2) 

$ 

10,000 

Other  travel 

(2) 

$ 

20,000 

Cell  phones 

(2) 

$ 

2,400 

Annual  Phone  Charges 

$ 

4,032 

Installation  of  new  office 

Telephones 

(16)     $  6,400 

Laptop  Computers 

(8)      $  8,968 

$ 

2,242 

Computer  Monitors 

(16)     $  2,416 

$ 

604 

Copy  machines 

(2)      $  6,000 

Printers 

(6)      $  4,800 

$ 

1,200 

Office  Furniture 

(  8)      $  16,000 

Court  vehicle 

( 1)     $  24,000 

Relocation  Cost  (2  years)  $  923,000 

Utilities  for  two  years  $   1 10,760 

Networking  cost  for  two 

Years  including  installation  $  22,000 

Telephone  Installation  $  24,000 

Moving  out  and  back  into 

Supreme  Court  building  $  100,000 

Climate  control  storage  $  200,000 

Lodging  forjudges  $  100,000 

Construction  of  8,200  new 
square  feet  and  major 
renovation  of  5,000  existing 
square  feet  of  the  Supreme 

Court  building  $4,500,000 

Reconfiguration  of  two 

court  rooms  $  120,000 

Reconfiguration  of  two  court 

room  audio  systems  $  16,000 

Relocation  Cost  $6,184,344  $1,135,770 
Combined  Total  Cost  $7,320,1 14* 


*Note:  Included  in  the  estimate  above  is  the  construction  of  8,200  square  feet  and 
significant  remodeling  of  5,000  square  feet  of  the  current  Supreme  Court  building.  The 
estimated  cost  for  this  remodel  project  is  $4,500,000. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.    The  appropriation  has  historically  been  an  estimated 


appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  no  apparent  fiscal  impact  on  their  city. 

Officials  from  the  City  of  Jefferson  indicated  they  do  not  expect  a  fiscal  impact  should 
this  initiative  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Kirkwood  indicated  this  has  no  direct  economic  impact. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  no  fiscal  impact  for  their  city. 

Officials  from  Hannibal  60  School  District  indicated  there  is  not  a  fiscal  impact  to  their 
schools  resulting  from  this  initiative  petition. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  university. 

Officials  from  the  St.  Louis  County  Election  Board  indicated  fiscal  impact  of  election 
costs  could  vary  should  the  Constitution  be  amended  so  Supreme  Court  Judges  are 
elected  rather  than  appointed.  Even  and  odd-numbered  election  years  drive  whether  St. 
Louis  County  or  the  state  of  Missouri  is  held  responsible  for  proportionate  election  costs; 
St.  Louis  County  in  even-numbered  years  and  the  state  of  Missouri  in  odd-numbered 
years. 

The  approximate  cost  of  St.  Louis  County- Wide  elections  held  in  even-numbered  years  is 
$860,000  per  election  unless  other  entities  have  issues  on  the  ballot  as  well.  In  this  case. 


proportionate  costs  are  shared  among  the  total  number  of  entities  involved.  An  entity's 
proportionate  share  is  dependent  upon  their  registered  voter  count. 

As  stated  above  but  for  odd-numbered  years,  the  state  of  Missouri  incurs  the  approximate 
cost  of  $860,000  per  election  unless  other  entities  have  issues  on  the  ballot  as  well. 
Proportionate  costs  are  also  shared  among  the  total  number  of  entities  involved  and 
dependent  upon  an  entity's  registered  voter  count.  In  addition  to  election  costs,  the  state 
incurs  costs  for  publishing  the  notice  of  election  and  notice  of  polling  places. 

Officials  from  the  St.  Louis  City  Election  Board  indicated  it  appears  that  this  initiative 
petition  would  not  have  any  significant  cost  or  savings  impact  on  the  Board  of  Elections. 

Officials  from  the  Kansas  City  Election  Board  indicated  the  cost  of  conducting  a 

general  election  in  an  even  numbered  year  will  not  change  if  this  legislation  is  enacted. 
Both  Jackson  County  and  the  City  of  Kansas  City  would  equally  share  the  cost  of  these 
elections. 

The  state  of  Missouri  would  have  no  financial  liability.  RSMo  115.063  (3). 

Officials  from  the  Platte  County  Board  of  Elections  indicated  there  would  be  no  direct 
costs  to  their  board  to  implement  the  proposed  changes.  However,  there  would  be  costs 
directly  to  the  county  to  conduct  Primary  and  General  elections.    Costs  per  election 

would  range  from  $50,000  to  $60,000,  depending  upon  the  number  of  other  public 
districts/entities  involved  in  the  election,  as  costs  would  be  pro-rated  based  upon  the 
number  of  registered  voters  within  each  district. 

Officials  from  the  Jackson  County  Election  Board  indicated  printing  cost  for  ballot 
pages  ranging  from  $0-$  1,000  are  the  only  associated  cost. 

Officials  from  the  Clay  County  Election  Board  indicated  this  initiative  petition  will 
have  no  impact  on  Clay  County  elections  if  they  are  held  on  the  General  election  day. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  the 
Department  of  Higher  Education,  the  Department  of  Conservation,  the  Department 
of  Public  Safety,  the  Missouri  Senate,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Rockwood 
R-VI  School  District,  Linn  State  Technical  College,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  court  officials  estimate  increased  annual  operating  costs  starting  at  $1.1  million  and  initial 
equipment  costs  and  one  time  building  construction  and  renovation  costs  of  up  to  $6.2  million  to 
establish  work  space  for  the  additional  judges  and  staff.  Local  governmental  entities  should 
experience  limited  or  no  increased  election  related  costs. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-048) 


Subject 

Initiative  petition  from  John  Elliott  regarding  a  proposed  constitutional  amendment  to 
Article  V.  (Received  August  26,  2013) 

Date 

September  13,  2013 
Description 

This  proposal  would  amend  Article  V  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  St.  Louis  County  Election  Board,  St.  Louis  City  Election  Board,  Kansas 
City  Election  Board,  Platte  County  Board  of  Elections,  Jackson  County  Election 
Board,  and  Clay  County  Election  Board. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  this  petition  will  not  have 
any  fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact. 

Officials  from  the  Office  of  Administration  indicated  there  should  be  no  added  costs  or 
savings  to  their  office  if  this  petition  is  passed  by  the  voters. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition,  14-048,  would  increase  the  number  of  Missouri  Supreme 
Court  judges  from  seven  to  nine.  There  will  be  direct  election  of  all  judges,  in  partisan 
political  contests.  The  proposal  will  elect  three  of  the  high  court  judges  from  each  of  the 
appeals  court's  three  districts  -  Western  Missouri,  Eastern  Missouri,  and  Southern 
Missouri. 

The  cost  of  this  initiative  would  be  $7,320,114.  This  includes  the  construction  of  an 
addition  of  13,200  square  feet  to  the  Supreme  Court  Building.  The  cost  would  be 
approximately  $4,500,000.  The  addition  to  the  current  building  must  include  the 
historical  nature  of  the  building  and  matching  the  existing  decor. 

Additional  official  station  travel  costs  would  be  incurred  if  judges  were  required  to  come 
from  different  appellate  districts.  Estimated  increase  to  in-state  travel  expense  would  be 
$20,000. 


One  Time  Expense 

Re-occurring  Expense 

Statutory  Judge's  salary 

(2) 

$295,182 

Judge's  benefits 

$224,921 

Judge's  office  staff  budget 

(2) 

$301,868 

Staff  benefits 

$159,235 

Court  Marshals 

(2) 

$  74,688 

Court  Marshall  benefits 

$  39,398 

Official  Station  costs 

(2) 

$  10,000 

Other  travel 

(2) 

$  20,000 

Cell  phones 

(2) 

$  2,400 

Annual  Phone  Charges 

$  4,032 

Installation  of  new  office 

Telephones 

(16)     $  6,400 

Laptop  Computers 

( 8)     $  8,968 

$  2,242 

Computer  Monitors 

(16)     $  2,416 

$  604 

Copy  machines 

( 2)      $  6,000 

Printers 

( 6)      $  4,800 

$  1,200 

Office  Furniture 

(8)     $  16,000 

Court  vehicle 

(1)     $  24,000 

Relocation  Cost  (2  years) 


$  923,000 


Utilities  for  two  years  $   1 10,760 

Networking  cost  for  two 

Years  including  installation  $  22,000 

Telephone  Installation  $  24,000 

Moving  out  and  back  into 

Supreme  Court  building  $  100,000 

Climate  control  storage  $  200,000 

Lodging  forjudges  $  100,000 

Construction  of  8,200  new 
square  feet  and  major 
renovation  of  5,000  existing 
square  feet  of  the  Supreme 

Court  building  $4,500,000 

Reconfiguration  of  two 

court  rooms  $  120,000 

Reconfiguration  of  two  court 

room  audio  systems  $  16,000 


Relocation  Cost  $6,184,344  $1,135,770 


Combined  Total  Cost  $7,320,1 14* 

*Note:  Included  in  the  estimate  above  is  the  construction  of  8,200  square  feet  and  significant 
remodeling  of  5,000  square  feet  of  the  current  Supreme  Court  building.  The  estimated  cost  for 
this  remodel  project  is  $4,500,000. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.    The  appropriation  has  historically  been  an  estimated 


appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  no  apparent  fiscal  impact  on  their  city. 

Officials  from  the  City  of  Jefferson  indicated  they  do  not  expect  a  fiscal  impact  should 
this  initiative  petition  become  law. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Kirkwood  indicated  this  has  no  direct  economic  impact. 
Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  there  doesn't  appear  to  be  any  cost  to  their 
city  from  this  petition's  issue. 

Officials  from  Hannibal  60  School  District  indicated  there  is  not  a  fiscal  impact  to  their 
schools  resulting  from  this  initiative  petition. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  university. 

Officials  from  the  St.  Louis  County  Election  Board  indicated  fiscal  impact  of  election 
costs  could  vary  should  the  Constitution  be  amended  so  Supreme  Court  Judges  are 

elected  rather  than  appointed.  Even  and  odd-numbered  election  years  drive  whether  St. 
Louis  County  or  the  state  of  Missouri  is  held  responsible  for  proportionate  election  costs; 
St.  Louis  County  in  even-numbered  years  and  the  state  of  Missouri  in  odd-numbered 
years. 

The  approximate  cost  of  St.  Louis  County- Wide  elections  held  in  even-numbered  years  is 
$860,000  per  election  unless  other  entities  have  issues  on  the  ballot  as  well.  In  this  case. 


proportionate  costs  are  shared  among  the  total  number  of  entities  involved.  An  entity's 
proportionate  share  is  dependent  upon  their  registered  voter  count. 

As  stated  above  but  for  odd-numbered  years,  the  state  of  Missouri  incurs  the  approximate 
cost  of  $860,000  per  election  unless  other  entities  have  issues  on  the  ballot  as  well. 
Proportionate  costs  are  also  shared  among  the  total  number  of  entities  involved  and 
dependent  upon  an  entity's  registered  voter  count.  In  addition  to  election  costs,  the  state 
incurs  costs  for  publishing  the  notice  of  election  and  notice  of  polling  places. 

Officials  from  the  St.  Louis  City  Election  Board  indicated  it  appears  that  this  initiative 
petition  would  not  have  any  significant  cost  or  savings  impact  on  the  Board  of  Elections. 

Officials  from  the  Kansas  City  Election  Board  indicated  the  cost  of  conducting  a 

general  election  in  an  even  numbered  year  will  not  change  if  this  legislation  is  enacted. 
Both  Jackson  County  and  the  City  of  Kansas  City  would  equally  share  the  cost  of  these 
elections. 

The  state  of  Missouri  would  have  no  financial  liability.  RSMo  115.063  (3). 

Officials  from  the  Platte  County  Board  of  Elections  indicated  there  would  be  no  direct 
costs  to  their  board  to  implement  the  proposed  changes.  However,  there  would  be  costs 
directly  to  the  county  to  conduct  Primary  and  General  elections.    Costs  per  election 

would  range  from  $50,000  to  $60,000,  depending  upon  the  number  of  other  public 
districts/entities  involved  in  the  election,  as  costs  would  be  pro-rated  based  upon  the 
number  of  registered  voters  within  each  district. 

Officials  from  the  Jackson  County  Election  Board  indicated  printing  cost  for  ballot 
pages  ranging  from  $0-$  1,000  are  the  only  associated  cost. 

Officials  from  the  Clay  County  Election  Board  indicated  this  initiative  petition  will 
have  no  impact  on  Clay  County  elections  if  they  are  held  on  the  General  election  day. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  the 
Department  of  Higher  Education,  the  Department  of  Corrections,  the  Department  of 
Public  Safety,  the  Missouri  Senate,  Adair  County,  Boone  County,  Callaway  County, 
Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of 
Mexico,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Rockwood 
R-VI  School  District,  Linn  State  Technical  College,  Metropolitan  Community 
College,  and  St.  Louis  Community  College. 


Fiscal  Note  Summary 


State  court  officials  estimate  increased  annual  operating  costs  starting  at  $1.1  million  and  initial 
equipment  costs  and  one  time  building  construction  and  renovation  costs  of  up  to  $6.2  million  to 
establish  work  space  for  the  additional  judges  and  staff.  Local  governmental  entities  should 
experience  limited  or  no  increased  election  related  costs. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-051) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a  proposed  amendment  to  Chapters 
172,  174,  175,  and  178  of  the  Revised  Statutes  of  Missouri.  (Received  September  26, 
2013) 

Date 

October  15,  2013 
Description 

This  proposal  would  amend  Chapters  172,  174,  175,  and  178  of  the  Revised  Statutes  of 
Missouri. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  University  of  Central  Missouri,  Harris-Stowe  State  University,  Lincoln 
University,  Missouri  State  University,  Missouri  Southern  State  University,  Missouri 


Western  State  University,  Northwest  Missouri  State  University,  Southeast  Missouri 
State  University,  and  Truman  State  University. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  amendment. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  determined 
that  there  are  no  cost  or  savings  to  their  department  if  this  measure  were  to  become  law. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  assume  that  this  proposal 
will  have  no  fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Social  Services  indicated  this  proposal  has  no  fiscal 
impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 


Officials  from  the  Office  of  Administration  indicated  tliere  siiould  be  no  added  costs  or 
savings  to  tlieir  office  if  tliis  petition  is  passed  by  the  voters. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  tlie  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  no  apparent  effect  on  their  city. 

Officials  from  the  City  of  Jefferson  indicated  they  would  not  expect  to  have  any  cost  or 
savings  associated  with  this  petition. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  St.  Joseph  indicated  this  proposal  would  have  no  fiscal  impact 
on  their  city. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  the  university. 


Officials  from  the  University  of  Central  Missouri  indicated  there  will  no  revenues, 
savings,  costs  or  losses  to  their  university. 

Officials  from  the  Missouri  State  University  indicated  there  will  no  fiscal  impact  for 
their  university. 

Officials  from  the  Truman  State  University  indicated  no  impact. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  the 
Department  of  Labor  and  Industrial  Relations,  the  Department  of  Transportation, 
Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of 
Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  St.  Louis  Community  College,  Harris- Sto we 
State  University,  Lincoln  University,  Missouri  Southern  State  University,  Missouri 
Western  State  University,  Northwest  Missouri  State  University,  and  the  Southeast 
Missouri  State  University. 

Fiscal  Note  Summary 

State  and  local  governmental  entities  expect  no  costs  or  savings  to  result  from  this  proposal. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-052) 


Subject 

Initiative  petition  from  Rodney  Gray  regarding  a  proposed  constitutional  amendment  to 
Article  IV.  (Received  October  10,  2013) 

Date 

October  30,  2013 
Description 

This  proposal  would  amend  Article  IV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  and  the  State  Tax  Commission. 

Rudy  Farber  and  Bill  McKenna  representing  Missourians  for  Safe  Transportation  & 
New  Jobs  provided  information  as  proponents  of  the  proposal  to  the  State  Auditor's 
office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  from  the  proposed  amendment. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  determined  the 
estimated  cost  or  savings  are  zero  to  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  a 
fiscal  impact  on  their  department. 

The  estimated  net  effect  on  state  funds  to  be  $321,729,178  in  fiscal  year  2015  and 
$643,761,122  for  fiscal  year  2016  and  the  estimated  net  effect  on  local  funds  to  be 
$35,717,731  in  fiscal  year  2015  and  $71,435,462  for  fiscal  year  2016. 

The  legislation  levies  a  one  percent  sales  tax  on  all  transactions  where  the  state  imposes 
sales  tax.  In  addition  to  the  sales  tax,  the  legislation  imposes  a  one  percent  use  tax  for 
transactions  where  the  state  of  Missouri  imposes  use  tax.  This  increase  does  not  apply  to 
the  retail  sale  of  food  as  defined  by  the  Missouri  Sales  Tax  Law. 

The  IT  portion  of  the  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $71,304. 

The  value  of  the  level  of  effort  is  calculated  on  2,636  FTE  hours. 

This  will  increase  revenue  to  the  state  transportation  funds  by  an  estimated  $715  million. 
All  distributions  will  show  half  the  revenue  for  FY15  due  to  the  effective  date  of  January 
1,2015. 


This  petition,  if  passed  by  voters,  would  create  a  substantial  increase  in  funding  for 
transportation  funds  identified  within  the  petition. 

Section  30(e):  Increases  the  state  sales  and  use  tax  rate  by  one  percent.  This  increase 
does  not  apply  to  the  retail  sale  of  food  as  defined  by  the  Missouri  Sales  Tax  Law. 

General  Sales  and  Use  Tax: 

In  FY  13,  the  department  collected  $1,895  billion  in  general  sales  and  use  tax.  Increasing 
the  general  sales  and  use  tax  by  a  rate  of  one  percent  would  result  in  $631  million 
annually  in  additional  revenue  to  be  distributed  as  follows: 

County  Aid  Transportation  Fund  5%  $31 ,550,000 

Municipal  Aid  Transportation  Fund  5  %  $31 ,550,000 

Transportation  Safety  and  Job  Creation  Fund  90%  $567,900,000 

Motor  Vehicle  State  Sales  Tax 

In  FY  13,  the  department  collected  $348,929,691  in  state  motor  vehicle  sales  and  use  tax. 
Adding  an  additional  one  percent  tax  on  motor  vehicles  would  result  in  an  estimated 
$81.76  million  annually  in  additional  revenue  to  be  distributed  as  follows: 


Highway  Fund  Distribution  $  825,869 

County  Aid  Transportation  Fund  5%  $  4,088,052 

Municipal  Aid  Transportation  Fund  5%  $  4,088,052 

Transportation  Safety  and  Job  Creation  Fund  90%  $73,584,936 

Note:  The  distribution  of  funds  shown  under  the  Highway  Fund  will  be  requested  through 
the  appropriation  process  for  the  cost  of  collections. 

Marine  State  Sales  Tax 

In  FY  13,  the  department  collected  $6,800,873  in  marine  sales  tax.  Adding  an  additional 
one  percent  tax  on  marine  sales  would  result  in  an  estimated  $1,593  million  annually  in 
additional  revenue  to  be  distributed  as  follows: 

General  Revenue  Fund  Distribution  $16,097 
County  Aid  Transportation  Fund  5%  $79,679 

Municipal  Aid  Transportation  Fund  5%  $79,679 

Transportation  Safety  and  Job  Creation  Fund  90%  $  1 ,434,220 


Note:  The  distribution  of  funds  shown  under  the  General  Revenue  fund  will  be  requested 
through  the  appropriation  process  for  the  cost  of  collections. 


Excise  Tax  /  Business  Tax  Processing: 

DOR  assumes  that  the  money  that  goes  to  cities  and  counties  will  be  distributed  in  the 
same  manner  and  at  the  same  time  as  the  CART  fund  distribution  is  made.  The  Excise 
Tax  section  currently  performs  the  distribution  process. 

This  will  require  a  new  distribution  computer  program  and  distribution  forms. 

Costs  associated  with  notifying  approximately  150,000  sales/use  tax  filers  of  the  rate 
change: 


Cashiering: 

The  department  requires  changes  to  MITS  system  batch  cashiering  report,  Cashiering 
Transmittals  system  and  Sales  worksheet  will  be  required  to  add  and  distribute  the  new 
fund  codes.  This  will  cause  an  additional  impact  to  the  SAM  II  financial  system  to  add 
the  new  funds  codes.  The  collection  fee  will  have  to  be  manually  adjusted  if  the  actual 
collection  cost  is  less  than  one  percent.  (860  hours  +  336  hours  for  the  Sales  Tax 
Worksheet  =1,196  hours) 

Motor  Vehicle  Bureau: 

Procedures  will  need  to  be  revised  by  a  Management  Analyst  Specialist  I  requiring  40 
hours  of  overtime  at  a  cost  of  $804  in  FY  15. 

TRIPS  (400  hrs),  the  Delinquent  Fees  System  (400  hrs),  the  online  Sales  Tax  Calculator 
(80  hrs),  MTAS  (400  hrs),  MV  Bad  Check  (80  hrs),  and  MV  Refund  Tracking  (80  hrs) 
will  need  to  be  revised  to  collect  the  additional  one  percent  state  sales  tax  (1,440  hrs 
total). 

Two  overtime  hours  for  each  system  change  will  be  required  for  a  total  of  10  overtime 
hours  by  a  Management  Analyst  Specialist  I  at  a  cost  of  $201  each  in  FY  15. 

The  departments  web  site  will  need  to  be  revised  requiring  10  hours  of  overtime  for  an 
Administrative  Analyst  I,  at  a  cost  of  $325  in  FY  15. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 

impact  to  their  department  because  the  department  is  exempt  from  paying  sales  tax  on  its 
purchases.  Also,  the  tax  is  a  dedicated  tax  for  transportation  services;  no  new  general 
revenue  funding  would  be  available  for  other  governmental  purposes. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Letters: 

Envelopes: 

Postage: 


$0,025  X  150,000  =  $  3,750 
$0.04  X  150,000  =  $  6,000 
$0.46  X  150,000  =  $69,000 


TOTAL 


$  78,750 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated: 

MoDOT  estimates  revenues  for  the  first  year  (January  1,  2015-December  31,  2015)  of 
$718  million  based  on  FY  2013  General  Revenue  Sales  and  Use  Tax  revenue.  The  General 
Revenue  Sales  and  Use  Tax  revenue  is  consistent  with  exemptions  as  of  July  1,  2013 
(does  not  include  tax  on  food,  prescription  drugs,  motor  fuel  and  motor  vehicle  sales). 

The  officials  indicated  they  did  not  include  growth  in  their  estimate.  To  include  growth,  they 
would  recommend  a  growth  rate  of  1.2  percent  based  upon  actual  activity  from  FY  2004- 
2013  for  General  Revenue  Sales  and  Use  Tax  revenue. 
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FY  2013  General  Revenue  from  3%  Sales  and  Use  Tax  $1,868 

New  Revenue  (based  on  FY  2013  revenues): 

1%  General  Sales  and  Use  Tax  $623 

1%  Motor  Vehicle  Sales  Tax  $95 

Annual  Revenue  prior  to  Growth  Rate  $718 

Annual  Grow^th  Rate  Assumption  0% 

DOR  Cost  of  Collection  (percent  of  new  revenue)  1% 

Transportation  Safety  and  Job  Creation  Fund  Share  90% 

M  unicipal  Aid  Transportation  Fund  Share  5% 

County  Aid  Transportation  Fund  Share  5% 


Revenue  in 

First  Year 

(1/1/15- 

12/31/15) 

MoDOT 

$639 

Cities 

$36 

Counties 

$36 

DOR 

$7 

Total 

$718 

Provided  by  OA;  does 
not  include  tax  on 
food,  prescription 
drugs,  motor  fuel  or 
motor  vehicle  sales 
and  use  tax 


dor's  portion  of  new 
revenue  is  limited  to 
the  actual  costs  to 
collect  the  new 
revenue,  not  to 
exceed  one  percent  of 
the  total  amount 
collected.  The  actual 
costs  to  collect  are 
unknown;  therefore, 
any  actual  costs  to 
collect  less  than  $7 
million  (or  one 
percent)  will  be 
distributed  to  MoDOT, 
cities  and  counties. 


Officials  from  the  Office  of  Administration  indicated: 

This  proposal  creates,  upon  voter  approval,  an  additional  1%  sales  tax,  to  be  dedicated  to 
highway  purposes.  This  tax  shall  not  apply  to  food  as  it  defined  under  the  Sales  Tax 
Law/ 

Gross  GR  sales  and  use  tax  collections  totaled  $1,897.  IM  in  FY  13,  at  the  3%  rate. 
Therefore,  an  additional  1%  would  generate  $632.4M  annually. 

The  GR  sales  tax  does  not  apply  to  motor  vehicles,  but  the  proposed  1%  increase  would 
apply  to  motor  vehicles.  Based  on  information  in  DOR's  FY  12  Financial  Report,  at  the 
rate  of  3%,  $218. 2M  was  collected  in  motor  vehicle  sales  taxes.  This  implies  an 
additional  1%  would  generate  $72.7M.  Similarly,  at  a  rate  of  4%  for  highway  use  taxes, 
$70.9M  was  collected.  This  implies  additional  revenues  of  $17. 7M  annually. 

Therefore,  B&P  estimates  this  proposal  will  generate  $722.8M  in  its  first  full  year. 
Revenues  generated  in  future  years  could  differ  due  to  fluctuations  in  consumer  prices 
and  spending,  or  administrative  issues. 

The  proposed  sales  tax  would  go  into  effect  Jan.  1,  2015,  but  it  would  likely  be  Feb.  1 
before  the  first  revenues  are  received.  Therefore,  roughly  5/12  of  the  annual  amount  is 
expected  in  FY  15. 

Up  to  1%  of  these  proceeds  may  be  used  to  offset  DOR's  costs  of  collection. 
There  should  be  no  cost  to  the  Office  of  Administration. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 


^  B&P  notes  that  "food"  is  defined  in  RSIVIo.  Section  144.014.2  as: 

For  the  purposes  of  this  section,  the  term  "food"  shall  Include  only  those  products  and  types  of  food  for 
which  food  stamps  may  be  redeemed  pursuant  to  the  provisions  of  the  Federal  Food  Stamp  Program  as 
contained  in  7  U.S.C.  Section  2012,  as  that  section  now  reads  or  as  It  may  be  amended  hereafter,  and  shall 
include  food  dispensed  by  or  through  vending  machines.  For  the  purpose  of  this  section,  except  for  vending 
machine  sales,  the  term  "food"  shall  not  include  food  or  drink  sold  by  any  establishment  where  the  gross 
receipts  derived  from  the  sale  of  food  prepared  by  such  establishment  for  immediate  consumption  on  or  off 
the  premises  of  the  establishment  constitutes  more  than  eighty  percent  of  the  total  gross  receipts  of  that 
establishment,  regardless  of  whether  such  prepared  food  is  consumed  on  the  premises  of  that 
establishment,  including,  but  not  limited  to,  sales  of  food  by  any  restaurant,  fast  food  restaurant, 
delicatessen,  eating  house,  or  cafe. 


activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  Li 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  Greene  County  indicated  if  passed,  this  would  result  in  approximately 
$950,000  in  additional  annual  revenue  to  the  Road  and  Bridge  fund  of  Greene  County. 

Officials  from  the  City  of  Columbia  indicated: 

They  estimate  a  possible  $7.3  million  in  new  collections  for  the  City  of  Columbia  over 
the  first  ten  years  of  the  sales  tax.  It  is  not  possible  to  estimate  net  revenues  that  could  be 
affected  by  other  factors.  Please  see  comments  below. 

Sec.  30(d).  1.  -  No  "administrative"  uses  for  money  deposited  in  state  road  fund  or 
transportation  safety  and  job  creation  fund.  This  could  create  problems  completing  state 
projects  in  this  community  if  there  are  not  enough  funds  for  inspectors,  project 
administrators,  cost  of  federal  compliance  and  other  things  needed  to  complete 
projects.  This  could  create  backlogs  and  opportunity  costs. 

Sec.  30(e).  1.  -  On  its  face,  the  initiative  appears  to  exempt  food  but  not  medicine  from 
tax.  If  medicine  is  not  exempt,  that  would  affect  citizens  with  prescription  needs.  Also, 
imposing  any  additional  state  sales  tax  could  reduce  the  local  appetite  for  sales  taxes  that 
support  local  services.  The  officials  indicated  they  can't  estimate  specific  effects  of  more 
transportation-related  jobs  and  spending  vs.  citizen  strategies  to  avoid  local  sales  tax. 

Sec.  30(e). 3. (2)  -  The  officials  indicated  they  estimate  a  possible  $7,167,600  for 
Columbia  over  ten  years,  or  $716,760/yr  in  new  funds,  assuming  actual  collections  don't 
diverge  widely  from  estimated  total  collections  of  $7.92  billion.  They  said  they  used  a 
formula  provided  by  transactionkc  to  reach  this  number. 


For  Kansas  City: 

$7.92b  X  .05  X  (2010  population  KCMO  /  Missouri:  460k  /  5.989m  =  0.0768)  =  $30.4m 
or  about  $3  million  per  year 

For  Columbia: 

$7.92b  X  .05  X  (2010  population  Columbia  /  Missouri:  108,500  /  5.989m  =  0.0181)  = 
$7,167,600  or  about  $716,760  per  year 

http://transactionkc.com/2013/04/08/proposed-missouri-sales-tax-for-transportation- 
passes-senate/ 

Sec.  30(e). 3. (3)  -  90%  for  statewide  priorities.  The  officials  indicated  they  can't  predict 
how  or  when  any  additional  revenue  will  be  used,  but  there  is  potential  for  economic 
trickle-down  even  if  project  funds  don't  hit  the  city's  treasury.  If  they  do  hit,  the  city  will 
see  revenue  enhanced. 

Sec.  30(e). 3(5)  and  (6)  -  interest  accrues  to  county  and  city  funds.  If  the  interest  is  not 
figured  into  the  $7.92  billion,  it  could  be  an  enhancement.  The  officials  indicated  they 
assume  these  revenues  are  not  subject  to  Hancock  refunds. 

Sec.  30(e).4(3)  -  similar  effects  to  not  being  able  to  use  revenue  for  administrative 
costs.  Lawsuits  could  delay  project  progress,  creating  opportunity  costs.  If  taxpayers  try 
to  bring  cities  or  counties  into  the  litigation,  that  will  create  costs  for  local  taxpayers. 

Officials  from  the  City  of  Kirkwood  indicated  the  city  can  only  assume  that  funds  will 
flow  from  the  provision  that  sets  aside  5%  of  the  funding  for  municipalities.  At  this  point, 
information  is  insufficient  to  determine  the  value.  The  downside  is  that  increasing  the 
general  sales  tax  charged  customers  will  make  it  more  difficult  for  municipalities, 
including  Kirkwood,  to  successfully  seek  voter  approval  for  local  sales  tax. 
Philosophically,  regardless  of  revenue  that  may  inure  to  Kirkwood,  sales  tax  is  an 
inappropriate  revenue  source  for  highway  construction. 

Officials  from  the  City  of  St.  Joseph  indicated  the  provisions  of  this  bill  would  seem  to 
have  a  positive  impact  on  the  City  of  St.  Joseph's  revenues  related  to  maintenance  & 
repair  of  our  city  streets  and  related  activities.  They  are  unable  to  quantify  the  amount  at 
this  time  not  knowing  (a)  how  much  this  one  cent  sales  tax  is  estimated  to  be  generated 
annually;  (b)  how  much  of  the  5%  of  the  total  going  to  municipalities  would  be  going  to 
St.  Joseph;  and,  (c)  what,  if  any,  dampening  effect  the  added  sales  tax  would  have  on 
local  citizens'  purchasing  habits. 

Officials  from  the  Cape  Girardeau  63  School  District  indicated  they  are  unaware  of  any 
cost  or  savings  due  to  this  petition. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  university. 


Officials  from  the  State  Tax  Commission  indicated  this  initiative  petition  would  not 
result  in  any  cost  or  savings  to  their  office. 

Rudy  Farber  and  Bill  McKenna  representing  Missourians  for  Safe  Transportation  & 
New  Jobs  provided  the  following  information  as  proponents  of  this  initiative  petition. 


Fiscal  Impact  Comments 
Transportation  Sales  Tax 
Initiative  Petition  2014-052 
Charles  A.  Pierce,  CPA 
Proponent 
10/17/2013 


PURPOSE 

This  report  was  prepared  at  the  request  of  Missourians  for  Safe  Transportation  & 
New  Jobs,  Inc.  The  purpose  of  the  report  is  to  discuss  the  potential  fiscal  impact 
of  a  new  temporary  sales  tax  for  transportation  purposes.  Specifically  the 
proposal  evaluated  was  Initiative  Petition  number  2014-052.  This  proposal  is 
similar  to  Initiative  Petition  2014-050.  These  comments  were  developed  for 
submission  to  the  State  Auditor  as  public  comments  as  a  proponent  of  Initiative 
Petition  2014-052. 

SUMMARY  OF  FISCAL  IMPACT 

If  passed  Initiative  Petition  2014-052  would  have  the  following  fiscal  impacts: 

•  Create  new  revenues  for  transportation  of  $723  million  per  year  to  be  allocated: 

o   $  65 1  Million  to  the  state 
o   $  36  Million  to  Counties 
o    $  36  Million  to  Cities 

•  Require  all  new  revenue  to  be  spent  only  on  transportation  projects 

•  Prohibit  any  increase  in  motor  fuel  taxes  or  tolls  while  the  transportation  sales  tax 
is  in  place. 

EXPLANATION  OF  FISCAL  IMPACTS 

Creates  $  723  Million  per  Year  in  New  Revenue 

Initiative  petition  2014-052  establishes  a  temporary  1  %  sales  tax  on  all 
transactions  currently  subject  to  state  sales  taxes.  For  this  reason  the  calculation  of 
the  new  revenue  is  relatively  straightforward. 
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Using  current  collection  reports  from  the  Office  of  Administration  and  the 
Department  of  Revenue,  the  calculation  is  as  follows  (amounts  in  Millions 
rounded): 


General         Motor  Vehicle      Motor  Vehicle 
Sales  Sales  Use 

Current  Collections  $1,897  $218  $71 

Current  State  Rate  3%  3%  4% 

Implied  Sales 

(Collections/Rate)  $63,233  $7,267  $1,775 

Revenue  under  New 

Measure  $632  $73  $18 

(Implied  Sales  times  1%) 

Total  New  Revenue  $723 

(Sources:  Office  of  Administration  Financial  Summary  June  2013  & 
Department  of  Revenue  Taxes  Administered  Fiscal  Year  2012) 

The  initiative  has  a  simple  formula  for  sharing  the  new  revenue  between  state  and 
local  governments.  Of  the  total  collected,  90%  is  allocated  to  the  state,  5%  to 
county  governments  and  5%  to  cities.  Applying  these  percentages  to  the  total  new 
revenue  results  in  the  following  allocation: 

State  Revenue       (723x.90)  $651  Million 

County  Revenue    (723x.05)  $  36  Million 

City  Revenue       (723x.05)  $  36  Million 

This  estimate  of  new  revenue  is  done  utilizing  fiscal  year  2013  gross  collections 
for  the  state  general  sales  tax  and  fiscal  year  2012  collections  for  the  motor 
vehicle  sales  taxes.  These  amounts  were  used  because  they  are  the  most  current 
published  amounts  for  these  taxes.  The  new  tax,  if  approved,  would  be  collected 
beginning  in  January  2015.  This  estimate  would  be  appropriate  assuming  similar 
sales  patterns  and  consumer  behaviors  for  the  first  full  fiscal  year  of  the  new 
measure.  The  tax  is  valid  for  a  10  year  period  and  sunsets  unless  it  is  extended  by 
the  voters. 

The  use  of  the  current  sales  tax  base  to  estimate  the  amount  produced  by  the  new 
tax  is  both  the  most  conservative  and  most  accurate  means  of  calculating  the 
fiscal  impact.  Three  factors  that  could  result  in  differences  between  this  estimate 
and  actual  collections  are  inflationary  growth,  changes  in  consumer  behavior,  and 
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changes  to  the  sales  tax  base.  All  three  of  these  are  very  difficult  to  estimate  with 
any  degree  of  accuracy. 

As  a  general  matter,  sales  tax  collections  will  increase  by  the  amount  that  inflation 
increases  the  price  of  taxed  goods.  The  rate  of  inflation  in  recent  years  has  been 
virtually  flat.  Forecasts  for  inflation  over  the  near  term  are  for  this  trend  to 
continue.  No  one  can  say  with  certainty  what  will  occur  over  the  next  10  years. 
Therefore,  applying  some  assumed  inflationary  growth  to  the  estimate  creates  an 
additional  level  of  complexity  to  the  estimate,  without  improving  the  accuracy. 
Since  no  one  can  know  what  the  rate  of  inflationary  growth  will  be  and  most 
reasonable  people  would  agree  it  will  increase  by  some  amount,  the  most 
reasonable  approach  is  to  assume  future  sales  will  at  least  equal  current  sales. 

Changes  in  consumer  behavior  could  also  affect  the  amount  of  revenue  collected 
under  the  new  tax.  Again  this  is  difficult  if  not  impossible  to  predict  with  any 
accuracy.  Like  inflation,  economic  growth  has  been  relatively  flat  in  recent  years. 
Projections  are  for  growth  to  increase  as  the  economy  works  out  of  the  recent 
recession,  but  the  rate,  and  timing  of  the  recovery  is  the  subject  of  many  different 
estimates.  Therefore,  applying  some  type  of  general  growth  rate  to  the  existing 
sales  base  would  be  difficult  to  do  with  any  reasonable  degree  of  accuracy.  Again, 
it  is  reasonable  to  conclude  that  as  the  economy  improves,  the  sales  in  future 
years  will  at  least  equal  current  period. 

The  third  component  that  impacts  the  estimate  of  the  fiscal  impact  is  the  potential 
for  changes  to  the  sales  tax  base.  This  can  occur  by  either  the  courts  or  the 
legislature  changing  what  is  taxed.  For  example,  if  the  legislature  passes  a  new 
sales  tax  exemption,  it  would  likely  be  exempt  from  this  tax  as  well.  Court  cases 
can  expand  or  eliminate  exemptions  thereby  changing  the  tax  base.  If  Congress 
were  to  enact  a  change  to  address  taxation  of  internet  sales,  the  sales  tax  base 
could  be  changed.  Forecasting  the  fiscal  impact  of  these  types  of  changes  requires 
a  prediction  of  future  actions  by  the  legislature  or  the  courts.  Since  it  is  impossible 
to  predict  either  of  those  with  any  degree  of  accuracy,  it  is  best  to  not  include  any 
assumptions  on  future  changes  to  the  sales  tax  base  in  the  calculating  the  fiscal 
impact. 

In  summary,  the  most  reasonable  method  of  estimating  the  amount  of  new 
revenue  generated  is  to  take  the  existing  sales  tax  base  times  the  rate  created  by 
the  initiative.  Performing  the  calculation  this  way  removes  speculation  as  to  how 
the  economy  will  behave  in  future  periods.  This  revenue  estimate  basically  tells 
voters  and  government  officials  how  much  revenue  would  be  generated  if  the  tax 
were  in  place  today.  That  is  the  most  relevant  question.  Additionally  this  method 
is  consistent  with  the  method  used  for  legislative  fiscal  notes. 
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Requires  all  Revenue  to  be  Spent  for  Transportation  Purposes 

The  initiative  clearly  requires  that  all  revenue  generated  by  the  new  tax  be  used 
only  for  transportation  purposes.  It  further  explicitly  states  that  the  revenue  cannot 
be  diverted  for  other  purposes.  These  requirements  create  a  fiscal  impact  from 
both  a  budgetary  and  accounting  perspective. 

The  creation  of  $723  million  in  additional  state  revenues  is  significant  to  the 
preparation  of  the  state's  budget  in  future  years.  By  specifying  what  the  money 
can  be  spent  on  the  initiative  narrows  the  discretionary  impact  on  the  budget.  It  is 
extremely  relevant  to  both  budget  planners  and  voters  that  this  revenue  is  not 
available  to  fund  the  general  operations  of  state  and  local  government. 

If  this  restriction  were  not  included  the  fiscal  impact  to  the  state  would  be 
significantly  different.  If  the  estimated  $723  million  were  included  in  the  state's 
General  Revenue  budget,  the  legislature  would  have  discretion  to  use  it  to  fund 
new  or  existing  programs  other  than  transportation.  Conversely,  adding  this 
amount  of  funding  to  resources  available  to  finance  transportation  projects  will 
undoubtedly  result  in  more  transportation  projects  being  funded.  By  specifically 
restricting  the  use  of  the  additional  revenues  budgetary  discretion  is  significantly 
reduced. 

The  restriction  of  the  future  revenues  has  a  fiscal  impact  on  the  state's  accounting 
system  as  well.  The  Governmental  Accounting  Standards  Board  (GASB) 
establishes  the  accounting  principles  that  the  state  must  follow  in  the  preparation 
of  its  annual  financial  statements.  Failure  to  follow  these  standards  will  result  in 
adverse  comments  by  both  the  State  Auditor  and  bond  rating  agencies. 

The  GASB  has  specifically  addressed  the  significant  impact  that  legal  restrictions 
have  on  financial  reporting  for  government.  Section  1200.106  of  the  Codification 
of  Governmental  Accounting  and  Financial  Reporting  Standard,  in  fact  addresses 
a  specific  example  such  as  this  measure.  It  states  in  relevant  part: 

"For  example,  if  a  state  constitution  requires  that  proceeds  of  a  state 
gasoline  tax  be  accounted  for  in  a  state  highway  construction  fund  and  be 
used  exclusively  for  capital  outlays  on  highways  and  public  roads,  the 
accounting  system  must  enable  the  governmental  unit  to  demonstrate 
compliance  with  the  constitutional  mandate." 

The  State  has  demonstrated  the  importance  of  this  requirement  by  GASB  by  the 

way  it  accounts  for  existing  transportation  related  revenues  and  expenditures.  The 
State  of  Missouri's  Comprehensive  Annual  Financial  Report  (CAFR)  for  fiscal 
year  2012  has  the  following  footnote  disclosure  on  page  37: 
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"Missouri  Road  Fund  -  accounts  for  revenues  from  highway  users'  fees,  federal 

reimbursements  for  highway  projects,  and  bond  proceeds  to  be  used  for  costs  of 
constructing  and  maintaining  an  adequate  state  highway  system.  IVIajor  revenues 
are  from  contributions." 

It  is  significant  that  this  note  indicates  a  specific  description  of  the  restrictions. 
Although  the  restrictions  are  contained  in  the  State  Constitution  they  are 
summarized  in  the  note  to  the  financial  statement.  This  is  done  so  that  a  reader  of 
the  financial  statements  can  fully  understand  the  nature  and  tj^e  of  restriction 
without  reviewing  additional  documents.  The  financial  statement  information  is 
designed  to  be  informative  disclosure  on  a  stand-alone  basis.  The  fiscal  note 
summary  should  follow  a  similar  level  of  disclosure. 

Because  the  state  is  already  accounting  for  constitutional  restrictions  on  similar 
funds,  there  should  be  no  challenge  to  establishing  this  accountability  for  the  new 
measure.  The  fact  that  this  is  required  by  generally  accepted  governmental 
accounting  standards  demonstrates  that  it  is  a  significant  component  of  the  fiscal 
impact  from  an  accounting  standpoint. 

Voters'  decisions  are  impacted  by  knowing  that  new  revenue  can  only  be  used  for 
specific  purposes.  Voters  who  favor  a  general  increase  in  state  revenues  may  be 
inclined  to  oppose  a  tax  that  is  limited  to  one  area.  Other  voters  may  be  more 
inclined  to  vote  for  a  tax  that  can  only  be  spent  for  a  specific  purpose. 

This  information  is  relevant  to  the  fiscal  impact  and  to  the  voters'  decision. 
Therefore,  it  is  important  to  include  it  in  the  fiscal  note  summary.  The  State 
Auditor's  Office  has  historically  agreed  that  placing  a  restriction  on  a  revenues 
purpose  is  important  and  relevant  to  the  fiscal  note  summary.  The  following  are 
examples  where  the  auditor  has  included  this  type  of  information  in  the  fiscal  note 
(numbers  are  Secretary  of  State  Initiative  Petition  numbers) 

•  2012-131  Statutory  Amendment  to  RSMO  Chapters  149  and  196  Relating 
to  Cigarette  and  Other  Tobacco  Product  Taxation,  Version  D 

•  2008-035  Amendment  to  Various  Chapters  of  the  Revised  Statutes  of 
Missouri  Relating  to  Casinos  and  Gambling 

•  2006-01  Technology  Parks 

•  2006-05  Tobacco  Tax 

•  2004-010  Highway  and  Transportation  Petition 

A  review  of  these  fiscal  notes  demonstrates  that  for  the  past  10  years  it  has  been 
an  accepted  practice  of  both  the  current  and  previous  State  Auditors  to  indicate 
funding  restrictions  as  a  component  of  the  fiscal  impact. 
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Prohibits  any  Increase  in  Motor  Fuel  Taxes  or  Tolls  While  the  Transportation  Sales 
Tax  is  in  Place 

The  adoption  of  this  initiative  will  result  in  increased  revenues  for  state  and  local 
governments,  but  it  also  prohibits  other  increases.  In  the  newly  established 
Section  30(e)  4.(1)  &  (2)  the  initiative  clearly  states  that  motor  fuel  taxes  or  tolls 
can  not  be  increased  (or  decreased)  without  a  vote  of  the  people.  The  addition  of 
this  section  places  a  constitutional  restriction  on  state  and  local  governments. 

Currently,  the  ability  of  the  state  to  adjust  these  revenues  is  restricted  by  Article 

X,  Section  18(e)  of  the  Missouri  Constitution.  This  section  limits  annual  increases 
to  all  revenues  to  a  total  amount  tied  to  a  specific  calculation.  The  calculation  of 
this  limit  is  a  part  of  the  budget  process  each  year.  The  Office  of  Administration 
calculated  the  limit  at  the  end  of  fiscal  year  2013  to  be  $84.2  million  (Fiscal  Year 
2014  Executive  Budget  Summary  page  8).  This  represents  the  current  limit  on  the 
Legislature  to  raise  fees  or  taxes  without  a  public  vote.  If  Initiative  2014-050  is 
adopted  the  state  will  not  be  able  to  adjust  motor  fuel  taxes  or  tolls,  even  within 
the  parameters  of  these  broad  limits. 

The  restriction  of  state  and  local  government's  ability  to  generate  additional 
revenue  represents  a  potential  cost  to  the  state.  However,  since  it  is  impossible  to 
determine  what  this  limit  may  be  in  a  future  year,  or  whether  the  legislature  would 
consider  such  an  increase,  the  amount  of  the  potential  cost  is  not  determinable. 

CONCLUSION  OF  FISCAL  IMPACT 

Passage  of  Initiative  2014-052  will  have  a  direct  fiscal  impact  on  state  and  local 
governments.  This  impact  can  best  be  calculated  by  applying  the  new  rate  to  the 
current  sales  tax  base.  This  method  of  calculating  the  impact  results  in  an 
estimated  fiscal  impact  of  $723  million  in  additional  revenue  in  the  first  full  year 
of  adoption.  The  measure  also  places  direct  and  irrefutable  limits  on  how  the  new 
money  can  be  spent,  and  further  restricts  state  and  local  governments  from 
increasing  other  revenues. 

This  full  fiscal  impact  can  be  adequately  summarized  within  the  limits  of  the 
ballot  fiscal  note  by  adopting  the  following  statement: 

Estimated  additional  revenue  is  $651  million  to  the  state  and  $72 
million  to  local  government  annually.  Increases  in  gas  taxes  or  tolls 
are  prohibited.  This  revenue  can  only  be  used  for  transportation 
purposes  and  cannot  be  diverted  for  other  uses. 

For  a  similar  measure.  Initiative  2014-050,  the  State  Auditor  issued  the  following 
fiscal  note  summary: 
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Annual  increased  revenue  is  estimated  to  start  at  $651  million  for  the  state 
and  $72  million  for  local  governments.  Expenditure  of  this  revenue  is 
restricted  to  purposes  outlined  in  the  proposal 

This  summary,  while  accurate,  is  not  as  descriptive  as  it  might  be.  A  reader  of  this 
summary  would  be  informed  that  the  revenue  is  restricted,  but  would  be  forced  to 
read  the  proposal  to  understand,  even  generally,  what  the  restriction  is.  This  level 
of  disclosure  is  more  general  than  would  be  required  for  the  State's  financial 
statements  if  the  measure  were  to  be  adopted.  It  would  seem  reasonable  that  the 
measure's  fiscal  note  summary  should  be  as  informative  to  the  reader  as  a 
financial  statement  footnote.  This  disclosure  could  be  made  more  informative, 
with  the  following  change: 

Annual  increased  revenue  is  estimated  to  start  at  $65 1  million  for  the  state 
and  $72  million  for  local  governments.  Expenditure  of  this  revenue  is 
restricted  to  transportation  purposes  as  outlined  in  the  proposal 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  the 
Department  of  Natural  Resources,  the  Department  of  Public  Safety,  Adair  County, 
Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Jackson 
County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City 
of  Kansas  City,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  Raymore,  the 
City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Hannibal  60  School  District,  Rockwood  R-VI  School 
District,  Linn  State  Technical  College,  Metropolitan  Community  College,  and  the  St. 
Louis  Community  College. 

Fiscal  Note  Summary 

Annual  increased  revenue  is  estimated  to  start  at  $651  million  for  the  state  and  $72  million  for 
local  governments.  Expenditure  of  this  revenue  is  restricted  to  the  purposes  outlined  in  the 
proposal. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-054) 


Subject 

Initiative  petition  from  Brad  Ketcher  regarding  a  proposed  constitutional  amendment  to 
Article  III.  (Received  October  28,  2013) 

Date 

November  18,  2013 
Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  and  the  Missouri  Ethics  Commission. 

Marc  EUinger  provided  information  as  an  opponent  of  the  proposal  to  the  State  Auditor's 
office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
there  is  no  anticipated  state  cost  to  the  foundation  formula  associated  with  this  proposal. 
To  the  extent  fine  revenues  exceed  2004-2005  collections,  any  increase  in  this  money 
distributed  to  school  districts  increases  the  deduction  in  the  foundation  formula  the 
following  year.  Therefore,  the  affected  districts  will  see  an  equal  decrease  in  the  amount 
of  funding  received  through  the  formula  the  following  year;  unless  the  affected  districts 
are  hold-harmless,  in  which  case  the  districts  will  not  see  a  decrease  in  the  amount  of 
funding  received  through  the  formula  (any  increase  in  fine  money  distributed  to  the  hold- 
harmless  districts  will  simply  be  additional  money).  An  increase  in  the  deduction  (all 
other  factors  remaining  constant)  reduces  the  cost  to  the  state  of  funding  the  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  determined  the 
estimated  cost  or  savings  are  zero  to  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  legislation  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  assume  that  this  proposal 
will  have  no  fiscal  impact  on  their  department. 


Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  has  no  impact  on 
their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

This  specific  petition  prohibits  the  counting  of  an  otherwise  genuine  signature  of  a 
registered  voter  on  a  petition  because  of  the  signature  means,  manner,  medium,  form  or 
format  used  by  the  registered  voter.  These  signatures  are  still  subject  to  the  other 
requirements  set  forth  in  Chapter  116  that  require  a  certain  form  of  the  petition  itself  and 
that  set  forth  submission  procedures  for  the  petition  (i.e.  pages  are  submitted  all  at  one 
time,  in  order,  and  numbered  sequentially  by  county  and  every  page  has  the  full  text  of 


the  proposed  measure  attached).  The  signature  pages  of  the  petition  also  are  required  to 
be  submitted  in  the  approved  form  of  the  sample  petition.  Additionally,  it  is  assumed  that 
the  "genuine  signature"  language  used  in  the  petition  will  prohibit  the  counting  of 
signatures  that  the  registered  voter  does  not  personally  sign,  including  certain  electronic 
signatures.  This  assumption  is  consistent  with  the  requirements  of  Section  116.130, 
RSMo,  in  checking  signatures  against  voter  registration  records  and  continuing  the 
current  process  of  signature  verification. 

Due  to  these  other  restrictions  and  the  above  assumptions,  there  should  be  no  significant 
costs  or  savings  other  than  the  stated  publication  costs. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  this  has  no  fiscal  impact  to  their 
office. 

Officials  from  Cole  County  indicated  they  anticipate  a  drop  in  sales  tax  revenues  due  to 
Section  16(a),  which  severely  limits,  and  drastically  reduces  from  current  levels,  lobbyist 
expenditures  to  Missouri  legislators.  Attached  is  printout  from  a  website  containing  a 
November  1,  2013  report  compiled  by  St.  Louis  Public  Radio  and  National  Public  Radio 
that  lists  lobbyist  expenditures  in  Missouri.  For  the  previous  24-month  period,  Missouri 
lobbyists  spent  $1,865,960.00.  Because  the  State  Capitol  is  in  Cole  County,  it  would  be 
reasonable  to  assume  that  a  substantial  portion  of  this  amount  was  spent  on  goods  and 
services  in  Cole  County.  Eliminating  these  expenditures  would  result  in  a  loss  of  sales 
tax  dollars  to  the  county.  Also  lost  would  likely  be  the  jobs  of  employees  in  those 
industries  providing  goods  and  services  for  lobbyist  activities  and  expenditures  or 
possibly  the  closing  of  those  businesses  altogether,  which  both  would  reduce  even  more 
sales  tax  revenues  in  the  county. 
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Companies  and  otner  organizations  witn  an  interest  in  Missouri  state  government  hire 
lobbyists  to  influence  policy  in  Jefferson  City  State  law  requires  lobbyists  to  disclose 
how  much  they  spend  in  the  process,  listing  which  officials  received  benefits,  such  as 
free  meals,  professional  sports  tickets,  trips  and  other  gifts.  Try  searching  for  your 
legislators  below,  then  read  our  stories  on  the  issue.  You  can  also  learn  more  about 
how  we  built  this  site  or  download  all  the  data. 
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Officials  from  Greene  County  indicated  they  do  not  anticipate  a  fiscal  impact  upon  their 
county. 

Officials  from  the  City  of  Columbia  indicated  this  is  not  expected  to  have  any  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Jefferson  indicated  that  this  petition  would  have  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Joplin  indicated  this  petition  would  have  no  fiscal  impact  to 
their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Kirkwood  indicated  there  would  be  no  fiscal  impact  on  their 
city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  this  would  have  no  fiscal  impact  on  their 
city. 

Officials  from  Cape  Girardeau  63  School  District  indicated  they  do  not  believe  there  is 
any  cost  or  savings  that  affects  their  school  district  due  to  this  issue. 

Officials  from  the  Missouri  Ethics  Commission  indicated  the  costs  related  to  the 
proposed  legislation  are  not  inclusive  in  our  current  budget. 

The  total  estimated  costs  on  all  state  funds  is  $67,392  for  FY  2014,  $61,004  for  FY  2015, 
and  $61,629  for  FY  2016. 

The  proposed  language  is  a  Constitutional  amendment  and  does  not  explicitly  provide 
enforcement  powers  to  the  Missouri  Ethics  Commission.  Any  enforcement  would  be 
provided  through  existing  statutory  authority  to  receive  complaints  or  to  conduct  audits. 
Any  additional  enforcement  powers  would  require  enabling  language  to  be  passed  in 
Chapter  105  and/or  Chapter  130  to  provide  the  necessary  specific  authority  for 
enforcement.  Below  is  the  affect  the  proposed  language  would  have  on  our  agency. 

Prohibiting  a  member  of  the  general  assembly  and  their  employees/staff  from  acting, 
serving,  or  registering  as  a  lobbyist  for  a  specified  period  of  time  after  leaving  office 
would  require  the  following  of  the  MEC: 

•       Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new 


statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

•  Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant 
increase  of  complaints  would  require  additional  Commission  resources,  including 
investigative  staff. 

Prohibiting  a  member  of  the  general  assembly  and  their  employees/staff  from  accepting 
or  receiving  compensation  of  any  as  a  paid  political  consultant  for  another  individual  who 
is  a  candidate  or  holding  the  office  of  a  state  representative  or  state  senator,  or  the 
candidate  committee  of  such  candidate  or  office  holder  as  defined  in  Chapter  130  or  for 
any  campaign  issue 

•  Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

•  Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant 
increase  of  complaints  would  require  additional  Commission  resources,  including 
investigative  staff. 

Implementing  prohibition  for  a  member  of  general  assembly  or  their  employees  or  staff 
to  accept  lobbyist/lobbyist  principal  gifts  in  excess  of  $5.00  would  require  the  following 
of  theMEC: 

•  Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

•  Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including  reviewing 
lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in 
Section  105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal 
actions.  It  is  assumed  this  prohibition  would  result  in  a  minimal  number  of 
complaints;  however,  if  this  assumption  is  incorrect  the  Commission  would  require 
additional  staff  resources. 

The  proposed  language  is  a  Constitutional  amendment  and  does  not  explicitly  provide 
enforcement  powers  to  the  Missouri  Ethics  Commission.  Any  enforcement  would  be 
provided  through  existing  statutory  authority  to  receive  complaints  or  to  conduct  audits. 
Any  additional  enforcement  powers  would  require  enabling  language  to  be  passed  in 
Chapter  105  and/or  Chapter  130  to  provide  the  necessary  specific  authority  for 
enforcement.  Implementing  campaign  finance  limits  would  require  the  following  of  the 
MEC: 


•  Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.  about  these  limits; 
examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

•  Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of 
the  reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo. 
Prior  to  the  campaign  finance  limit  repeal  in  2007,  the  Commission  performed 
limited  if  any  oversight  to  adherence  to  the  previously  established  limits,  due  to 
resource  constraints. 

•  Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

The  proposed  language  is  a  Constitutional  amendment  and  does  not  explicitly  provide 
enforcement  powers  to  the  Missouri  Ethics  Commission.  Any  enforcement  would  be 
provided  through  existing  statutory  authority  to  receive  complaints  or  to  conduct  audits. 
Any  additional  enforcement  powers  would  require  enabling  language  to  be  passed  in 
Chapter  105  and/or  Chapter  130  to  provide  the  necessary  specific  authority  for 
enforcement.  Below  is  the  fiscal  impact  on  our  agency  in  conjunction  with  the  proposed 
language. 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  language  includes  a  prohibition  of  a  member  of  the  general  assembly  and 
their  employees/staff  from  becoming  a  lobbyist  for  a  specified  period  of  time,  accepting 
or  receiving  compensation  of  any  as  a  paid  political  consultant  and  a  prohibition 
accepting  a  lobbyist  gift  in  excess  of  $5.00. 

•  If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo  or  complaints  received  increase 
significantly  an  Investigator  would  be  required  to  provide  the  proper  oversight. 

The  proposed  legislation  also  includes  the  implementation  of  campaign  finance 
contribution  limits  for  state  senate  or  state  representative  candidates.  The  implementation 
of  the  responsibilities  associated  to  the  implementation  of  contribution  limits  would 
require  the  following  additional  resources: 

•  $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 
the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance 
committees'  adherence  to  the  specific  contribution  limits,  as  established  in 
105.955.14,  RSMo.  Current  campaign  finance  data  collection  would  allow  the 
MEC  to  use  search  capabilities,  providing  for  a  manual  review  by  MEC  staff  of 
adherence  to  the  established  limits. 


•  1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would 
review  committee  reports  for  compliance,  prepare  necessary  notices,  track  the 
receipt  of  payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two 
Business  Analysts  assist  2,800  committees  in  filing  campaign  finance  reports, 
prepare  and  disseminate  15,000  notices,  and  review  11,000  campaign  finance 
reports. 

•  If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly 
an  Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill  may  require  additional  associated  costs  for  FTE,  equipment,  and 
expenses. 

Marc  EUinger  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative  Petition  that 
was  filed  by  Brad  Ketcher  on  October  28, 2013. 

In  2012,  the  State  Auditor's  Office  issued  a  Fiscal  Note  (11-35)  for  an  initiative  that 

limited  campaign  contributions.  In  that  fiscal  note,  both  the  Department  of  Revenue  and  the 

Missoiuri  Ethics  Commission  indicated  there  would  be  additional  costs  to  their  departments.  The 

Auditor's  Office  issued  the  following  Fiscal  Note  Summary: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least 
$127,000  aimually  and  result  in  one-time  costs  of  about  $28,000.  Any  potential 
impact  to  state  government  revenue  could  not  be  determined.  It  is  estimated  this 
proposal  will  have  no  costs  or  savings  to  local  governments. 

This  fiscal  note  summary  vastly  underestimates  the  costs  to  state  and  local  governments  as  a 

result  of  the  proposed  measure.  We  urge  you  to  adopt  a  different  fiscal  note  for  this  proposed 

measure  on  the  basis  of  the  data  you  will  find  herein.  Not  only  will  there  be  direct  costs  to  state 

agencies  as  indicated  in  Fiscal  Note  11-35  but  there  will  be  widespread  effects  on  the  Missouri 

economy.  Each  election  cycle,  candidates  spend  milUons  of  dollars  in  Missouri.  Limiting  the 

total  amount  of  contributions  will  limit  the  total  amount  of  money  candidates  will  raise,  and 

therefore  will  decrease  the  amount  of  campaign  spending  in  Missouri.  Currently  candidates 

spend  thousands  of  dollars  on  payroll  for  campaign  workers,  thousands  of  dollars  in  payroll  and 

income  taxes  paid  directly  to  the  State  of  Missouri,  they  spend  money  for  lodging  and  food  at 

local  Missouri  businesses,  their  media  purchases  support  Missouri  media  companies,  and  they 

purchase  of  printing,  supplies,  utilities,  and  more  in  Missouri.  Not  only  do  many  of  these 

expenditures  directly  yield  state  and  local  tax  revenues,  but  through  the  multiplier  effect,  these 

dollars  are  spent  and  re-spent  within  our  state  and  local  economies.    Limiting  campaign 
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contributions  would  significantly  reduce  campaign  spending  in  Missouri  and  have  a  serious 
negative  fiscal  impact  to  both  the  state  and  local  governments. 
Economic  Impact  of  Campaign  Spending 

To  date,  there  has  not  been  a  comprehensive  study  regarding  the  fiscal  impact  of  state 
elections  on  Missouri  state  and  local  governments.  However,  there  is  research  on  the  fiscal 
impact  of  election  spending.  One  such  study  sought  to  determine  how  campaign  spending 
affects  earnings  in  service  sectors.^  More  specifically,  the  study  sought  to  determine  how 
income  growth  is  affected  by  the  presence  of  a  primary. 

The  study  concluded  that  the  presence  of  the  primary  not  only  increases  overall  income, 
but  also  income  in  service-related  sectors.  The  authors  found  a  41%  increase  in  quarterly  income 
growth  rate  in  quarters  where  there  is  primary  spending. 

The  authors  point  out  that  states  with  primaries  tend  to  see  between  $500,000  and  $19 
million  spending  duriag  an  election  cycle,  which  is  enough  to  "modestly  boost  local  income 
growth."  Primary  spending  increases  total  income  growth  by  0.53  percentage  points.  The  effect 
is  higher  in  the  services  sector,  where  growth  is  increased  by  0.76, 

The  study  also  points  out  that  there  would  be  a  "multiplier  effect"  which  the  authors 
explain  as  follows; 

For  example,  if  a  waitress  receives  a  greater  amount  of  tips  than  usual,  she  may  be  more 
inclined  to  make  additional  purchases,  or  even  tip  her  hairdressers  more.  This  money 
will  continue  to  circulate  in  the  state's  economy. 

In  addition,  the  study  finds  that  Missouri  is  one  of  the  five  states  with  the  highest  amount 
of  money  spent  on  campaign  expenditures,  compared  to  the  total  contributions  by  state  residents. 

'  See  Lessem,  Rebbeca  &  Carly  Urban,  "'Local  Economic  Growth  from  Primary  Election  Spending, "  Working 
Paper,  Carnegie  Mellon  University,  2012,  attached  hereto  as  Appendix  A. 
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The  study  shows  that  there  is  more  than  twice  as  much  campaign  spending  in  Missouri  as  is 
contributed  by  state  residents.  This  study  finds  that  primary  campaign  spending  increases 
income  growth  in  a  state.  "[W]hen  individuals  are  greeted  with  a  political  campaign,  they  should 
relish  in  the  stimulus  this  provides  (and  the  transfers  fi'om  individuals  in  other  states  that  allow 
this  to  occur)."  (emphasis  added). 

While  the  Lessem  &  Urban  study  does  not  directly  quantify  the  amount  by  which 
Missouri  state  election  campaign  spending  stimulates  the  Missouri  economy  and  the  economies 
of  Missouri  local  governments,  it  does  demonstrate  that  there  is  significant  fiscal  impact  of  such 
spending. 

There  is  no  authority  to  suggest  that  the  dollars  spent  at  a  local  print  shop,  hotel,  or 
restaurant  by  a  presidential  primary  campaign  operate  differently  in  the  Missouri  economy  than 
if  spent  by  a  campaign  for  State  Senator  or  State  Representative.  And  while  increased  election 
spending  has  a  positive  effect  on  a  state's  economy,  drastically  reducing  election  spending  will 
have  a  correlated  negative  effect  on  the  economy.  We  can  examine  data  firom  the  Missouri 
Ethics  Commission  to  see  the  true  impact  of  limiting  campaign  contributions. 
2014-032's  Effect  on  Nixon  2012 

In  2012,  Jay  Nixon  ran  a  successfiil  re-election  campaign  for  Governor.  While  his 
campaign  spent  money  in  the  years  leading  up  to  2012,  we  have  limited  our  analysis  to  a  single 
year.  First,  we  will  examine  contributions.  In  2012,  alone,  Nixon's  candidate  committee 
received  donations  ranging  from  eleven  cents  to  $500,000.00.  More  than  40%  of  the 
contributions  to  Nixon's  campaign  came  from  out  of  state. 
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Nixon  2012 

Contributions  from  in-state 
Contributions  from  out-of-state 

$4,703,437.39 
$3,348,067.98 

Percentage  Total  Contributions  from  Out-of-State 

41.58% 

Under  2014-032  all  candidate  committees  would  be  limited  to  contributions  in  the 
amount  of  2,600  or  less.  With  the  proposed  measure  (2014-054),  contributions  to  elect  an 
individual  to  state  senator  would  be  limited  to  1,000  and  contributions  to  elect  an  individual  to 
state  representative  would  be  limited  to  five  hundred  dollars.  While  the  exact  contribution  limits 
may  differ,  the  analysis  of  2014-032  is  persuasive  for  this  proposed  measure  as  well. 

In  2012,  Nixon's  candidate  committee  received  a  total  of  $8,051,505.37  in  contributions. 
If  you  limit  each  contributor  to  a  previously  suggested  maximum  ($2,600.00),  the  amount  of 
contributions  is  significantly  less  ~  $2,207,976.00.  That  is  a  decrease  in  contributions  of  more 
than  $5.8  million  dollars.  Only  27.42%  of  Nixon's  contributions  in  2012  would  have  been 
lawful  under  a  proposed  cap  on  contributions  at  $2,600.00. 

 Nixon  2012  

Total  Contributions  $8,051,505.37 
Contributions  from  Candidate  Connmittees  $42,650.00 
Contributions  in  excess  of  $2,600  $5,800,879.37 


Total  Lawful  Contributions  under  2600  Cap  IP  $2,207,976.00 
Total  contributions  prohibited  under  2600  Cap  IP  $5,843,529.37 

Percent  of  lawful  contributions  of  total  contributions  27.42% 
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The  next  step  is  to  look  at  where  these  campaign  dollars  were  being  spent.  According  to 
the  Missouri  Ethics  Commission,  in  2012,  Nixon's  campaign  spent  more  than  $12  million 
dollars.^  The  expenditures  are  broken  down  by  categories  in  the  table  below. 


Nixon 

2012 

Percentage  of 

Total 

Spending  (Dollars) 

Spending 

Payroll  &  Field  Work 

$745,023.80 

6.09 

Missouri  Taxes 

$63,404.72 

0.52 

Federal  Taxes 

$330,642.56 

2.70 

iViedia 

$9,181,550.00 

75.10 

Other  Missouri  Expenditures 

$866,243.68 

7.09 

Out  of  State  Expenditures 

$1,039,072.50 

8.50 

$12,225,937.26 

100.00 

Nixon  spent  approximately  $750,000  on  payroll  or  paying  field  workers.  All  of  this 
amount  would  be  subject  to  Missouri  State  income  tax.  The  amount  of  taxes  the  Nixon 
campaign  paid  directly  to  the  State  of  Missouri  is  in  excess  of  $60,000.  In  addition,  the  Nixon 
campaign  paid  more  than  $300,000  in  federal  taxes.  The  cities  of  Kansas  City  &  St.  Louis 
presumably  collected  a  1%  earnings  tax  from  a  portion  of  that  amount.  The  $750,000  paid  to 
employees  would  have  a  significant  impact  on  the  economy  due  to  the  multiplier  effect.  Much  of 
that  money  would  be  spent  on  retail  sales,  generating  sales  tax  for  the  state  and  local 
governments.  If  all  of  the  people  who  normally  work  political  campaigns  no  longer  could  be 
employed  by  campaigns,  there  would  be  significant  belt  tightening  by  these  individuals  which 
would  result  in  additional  lost  sales  tax  revenue. 

Nixon  also  spent  more  than  $9  million  dollars  on  "media."  All  of  that  money  went  to  an 
out-of-state  media  company.  Still,  traditionally  that  company  coordinates  all  the  media 


^  Nixon  had  raised  significant  contributions  prior  to  2012  for  the  2012  election  cycle.  If  the  proposed  IP  had  been  in 
effect,  the  loss  of  economic  activity  would  be  even  greater. 
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purchases,  which  presumably  were  with  in-state  media  providers,  as  Nixon  was  running  for 
Governor  of  Missouri.  While  some  of  the  $9  million  dollars  could  be  attributable  to  media 
production,  the  majority  of  it  was  likely  for  paid  radio,  television,  and  print  advertising  in 
Missouri.  The  loss  of  $9  million  dollars  in  the  Missouri  media  market  in  a  single  year  is 
significant. 

Nixon  also  paid  more  than  $850,000  to  other  Missouri  individuals  or  companies.  Many 
of  these  expenditures  were  in  the  services  and  accommodations  sectors.  This  money  supports 
Missouri  businesses  and  helps  fund  their  payroll. 

We  have  already  seen  that  a  similar  proposed  measure  would  have  reduced  Nixon's  total 
campaign  contributions  by  72.58%.  Assuming  that  proposed  measure  would  decrease  spending 
by  the  same  eunount,  we  can  project  what  Nixon's  spending  would  have  looked  like  with  2600 
contribution  limit  in  place. 


Nixon  2012 

Projected  Spending 

Spending  (Dollars) 

with  Contr.  Limits 

Payroll  &  Field  Work 

$745,023.80 

$204,285.53 

Missouri  Taxes 

$63,404.72 

$17,385.57 

Federal  Taxes 

$330,642.56 

$90,662.19 

Media 

$9,181,550.00 

$2,517,581.01 

Other  Missouri  Expenditures 

$866,243.68 

$237,524.02 

Out  of  State  Expenditures 

$1,039,072.50 

$284,913.68 

$12,225,937.26 

$3,352,352.00 

The  $2,600  cap  proposed  measure  would  have  translated  into  a  spending  decrease  of 

$8.87  milUon  dollars.  Again,  for  just  one  campaign  for  just  one  year.  Even  if  you  assume  only 

75%  of  the  "media"  expenditures  affect  Missouri's  economy,  approximately  70%  of  Nixon's 

total  campaign  expenditures  affect  the  Missouri  economy.  In  total,  just  one  year  of  one 
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campaign  resulted  in  approximately  $8.5  million  dollars  of  expenditures  in  or  affecting 
Missouri's  economy.  This  estimate  does  not  include  the  multiplier  effect  of  such  expenditures. 
2014-054 

For  this  proposed  measure,  the  campaign  contribution  limits  would  not  apply  to  statewide 
elected  officials.  In  addition,  the  limits  are  significantly  lower  than  2014-032.  If  anything,  the 
Nixon  analysis  overstates  the  amounts  tihat  woiild  be  allowable  under  2014-054. 
The  Effect  on  the  State  of  Missouri 

According  to  the  Missouri  Ethics  Commission,  total  expenditures  by  candidates  that 
would  be  affected  by  the  proposed  measure  were  more  than  $20  million  dollars  in  2012. 
Reducing  that  number  by  the  percentage  of  allowable  contributions  we  saw  with  the  Nixon 
campaign  (27.42%)  translates  to  a  loss  of  more  than  $14.5  million  dollars  due  to  the  initiative 
petition. 


Statewide  2012 

Projected  Spending 

Spending  (Dollars) 

with  Contr.  Limits 

Lost  Dollars  due  to  IP 

Payroll  &  Field  Work 

$1,218,000 

$333,975.60 

$884,042.40 

Missouri  Taxes 

$104,000 

$28,516.80 

$75,483.20 

Federal  Taxes 

$540,000 

$148,068.00 

$391,932.00 

Media 

$15,020,000 

$4,118,484.00 

$10,901,516.00 

Other  Missouri 

Expenditures 

$1,418,000 

$388,815.60 

$1,029,184.40 

Out  of  State  Expenditures 

$1,700,000 

$466,140.00 

$1,233,860.00 

Projected  Effects 

20,000,000 

5,484,000 

$14,516,000 

The  loss  of  these  payroll  amounts  impacts  state  revenues  in  two  ways:  (1)  the  loss  of  state 
income  taxes  on  these  amounts  and  (2)  the  loss  of  state  sales  taxes  forgone.  First,  the  amount  of 
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state  income  taxes  can  be  estimated  taking  the  total  payroll  figure,  applying  the  muUiplier,  and 
multiplying  by  the  tax  rate  of  .06%.  Here,  lost  income  tax  revenue  would  total  $265,207.32. 
In  estimating  lost  sales  tax  amount,  the  multiplier  must  be  applied.  Previous  research  has 
suggested  using  a  local  fiscal  multiplier  of  5 .  ^  Assuming  35%  of  the  payroll  income  is  taxable 
spending,  the  total  lost  sales  tax  revenue  would  be  more  than  $65,000. 

With  respect  to  the  media  spending,  assuming  only  75%  of  that  translates  to  Missouri 
corporate  income,  and  applying  the  corporate  tax  rate  translates  into  a  loss  of  approximately 
$511 ,000.  Also  assuming  that  half  of  the  media  spending  is  paid  out  to  employees  in  salaries, 
there  would  be  lost  income  taxes  and  sales  taxes  on  that  amount.  There  would  be  approximately 
$1,635,227.40  in  lost  income  tax.  There  would  be  a  corresponding  loss  of  state  sales  tax  revenue 
from  this  loss  of  salary  in  the  amount  of  $337,048.48.  Finally,  there  would  be  sales  tax  lost  on 
the  "other  Missouri  expenditures."  Even  assuming  only  half  of  such  expenditures  were  taxable, 
applying  the  multiplier  and  the  sales  tax  rate,  the  state  would  lose  $130,326.46  of  sales  tax 
revenue.  The  total  loss  to  Missouri  state  government  (based  on  only  one  year  of  one  election 
cycle)  is  at  least  $3  million  dollars. 


2014-032  Impact  on  the  State 

Lost  State  Income  Tax  due  to  lost  campaign  payroll 

$265,207.32 

Lost  State  Income  Tax  due  to  lost  media  payroll 

$1,635,227.40 

Lost  State  Sales  Tax  due  to  lost  campaign  payroll 

$65,362.55 

Lost  State  Sales  Tax  due  to  lost  media  payroll 

$403,015.42 

Lost  State  Sales  Tax  on  "Other  Missouri  Expenditures" 

$130,326.46 

'  A  multiplier  helps  estimate  the  direct  impact,  indirect  impact  and  induced  impacts.  Direct  impact  includes  the 
payroll  dollars  being  paid.  Indirect  impact  represents  the  impact  of  routine  consumer  spending  by  those  individuals. 
Induced  effects  are  those  changes  in  spending  due  to  additional  (or  lost)  employment  generated  by  the  direct  and 
indirect  effects.  "Expenditure  Multiplier"  attached  as  Appendix  B. 
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Lost  Corporate  Income  Tax  on  media  companies  income 

$511,008.56 

TOTAL 

$3,010,147.71 

The  Effect  on  Local  Government 

In  addition,  the  proposed  measure  would  have  a  significant  effect  on  local  government 
revenue.  In  St.  Louis  and  Kansas  City,  a  1%  earnings  tax  is  collected  on  income.  There  would 
be  losses  associated  with  both  the  lost  campaign  payroll  and  lost  media  payroll,  in  the  amounts 
of  $5,745.27  and  $35,424.48  respectively.'*  In  addition,  the  average  local  sales  tax  rate  is  3.45% 
in  Missouri.  This  rate  was  applied  to  the  same  tax  bases  as  described  above,  resulting  in  total 
lost  sales  tax  revenue  of  over  $450,000.  The  total  loss  to  local  governments  as  a  result  of  the 
proposed  measure  exceeds  $500,000. 


2014-032  Impact  on  Local  Governments 

Lost  Earnings  Tax  due  to  lost  campaign  payroll 
Lost  Earnings  Tax  due  to  lost  media  payroll 

$5,745.27 
$35,424.48 

Lost  Local  Sales  Tax  due  to  lost  campaign  payroll 

Lost  Local  Sales  Tax  due  to  lost  media  payroll 

Lost  Local  Sales  Tax  on  "Other  Missouri  Expenditures" 

$53,372.97 

$329,089.51 
$88,767.15 

TOTAL 

$512,399.38 

*  In  201 1,  the  population  of  St.  Louis  and  Kansas  City  as  a  percentage  of  total  state  population  was  12.998% 
according  to  the  U.S.  census  bureau.  Applying  this  percentage  to  the  total  payroll  statewide  generates  an  estimate  of 
payroll  that  would  be  subject  to  the  earnings  and  income  tax.  This  estimate  will  likely  underestimate  the  actual 
fiscal  impact  because  the  earnings  tax  is  collected  from  all  city  residents  and  all  non-city  residents  who  work  within 
the  city  limits. 
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Limiting  Lobbying  Expenditures 

The  proposed  measure  also  significantly  restricts  lobbying  expenditures.  Restricting 
spending  by  Missouri  lobbyists  in  Missouri  would  also  affect  Missouri's  economy.  Particularly, 
restricting  lobbyist  spending  would  have  a  negative  economic  effect  on  the  City  of  Jefferson  and 
Cole  County,  where  lobbyists  spend  the  majority  of  their  time  from  January  to  May  of  each  year. 
The  Auditor  is  encouraged  to  contact  both  jurisdictions  to  clarify  and  quantify  that  impact. 
Conclusion 

The  proposed  measure  would  have  a  significant  negative  economic  impact  on  both  the 

state  and  local  governments  in  Missouri.^  hi  just  one  year,  total  election  spending  amounted  to 

almost  $50  million  in  Missouri.  Election  spending  by  candidates  affected  by  this  measure  would 

amount  to  more  than  $20  million.  The  proposed  measure  would  drastically  reduce  election 

spending.  State  and  local  governments  would  lose  income  and  earnings  tax  revenue  and  sales 

tax  revenue,  not  just  on  the  amount  of  decreased  election  spending,  but  much  more,  due  to  the 

multiplier  effect.  Any  estimate  of  fiscal  impact  of  the  proposed  measure  must  include  these 

significant  losses  in  order  to  adequately  inform  potential  signors  and  voters.  We  submit  the 

following  proposed  statement  of  fiscal  impact: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least  $118,000 
annually  and  have  an  unknown  increase  in  costs  for  local  government  entities.  The 
potential  negative  impact  to  revenues  for  state  and  local  governmental  entities  could  be 
significant,  but  is  unknown. 


^  To  the  extent  the  Auditor  finds  the  numbers  herem  "speculative,"  we  request  that  the  Auditor  specifically  request 
an  estimate  from  Office  of  Administration  (Budget  and  Planning)  on  the  negative  effects  of  campaign  contribution 
lunitations. 
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Abstract 

This  paper  asks  how  govemment  and  private  consumption  spending  affect  earn- 
ings in  service  sectors.  To  do  this,  we  exploit  a  natural  experiment,  using  an  ex- 
ogenous form  of  consumption  spending-the  money  spent  while  campaigning  for  a 
party's  Presidential  primary  nomination.  To  answer  these  questions,  we  create  a 
novel  dataset  combining  the  date  each  state  held  its  primary  from  1976-2008,  the 
date  in  each  election  cycle  in  which  only  one  candidate  remained,  and  quarterly 
state  income  by  sector.  Hosting  a  primary  election  increases  totaJ  income,  partic- 
ularly in  the  accommodations  sector.  These  results  remain  consistent  when  using 
data  on  primary  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 
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Appendix  A 


1  Introduction 


Government  expenditures  have  been  found  to  increase  employment  and  income.^  How- 
ever, this  hterature  restricts  itself  to  studying  investment  expenditures  in  the  form  of 
education,  health,  military,  and  infrastructure  spending,  leaving  the  question,  "How  does 
added  consumption  spending  affect  income?"  unanswered.^  This  paper  uses  a  natural 
experiment  to  estimate  the  relationship  between  consumption  spending  and  short-run 
income  growth  by  exploiting  exogenous  variation  in  the  duration  and  ordering  of  Presi- 
dential primary  campaigns. 

In  2008  alone,  these  campaigns  spent  $348  million  across  states  on  hotels,  meals,  rental 
cars,  and  other  campaign  expenditures.^  This  figure  does  not  include  the  amount  spent 
by  media  covering  the  race,  personal  in-state  expenses  of  staffers,  or  additional  funds 
individuals  outlay  when  coming  out  to  witness  the  spectacle  of  a  primary  race.  We  use 
this  exogenous  spending  to  determine  the  short-run  income  growth  when  money  enters  a 
state  economy. 

Primary  elections  are  held  sequentially  by  state  and  each  election  cycle  varies  in  durar 
tion  due  to  changes  in  the  competitiveness  of  elections.  In  some  years,  there  is  no  primary 
in  many  states,  as  the  nomination  is  determined  long  before  each  state  has  its  turn  to  vote 
for  a  nominee.^  For  example,  in  2004  Senator  Kerry  clinched  the  Democratic  nomination 

in  March,  whereas  in  2008  President  Obama  did  not  win  the  nomination  until  June.  In 

■'See  for  example,  Wilson  (2011),  Shoag  (2010),  Serrato  and  Wingender  (2010),  Chodorow-Reich  et 
al.  (2011),  Ramey  (2011),  and  Ramey  (2011a). 

^To  a  certain  degree,  this  question  has  been  addressed  in  the  literature  on  the  economic  impact 
of  mega-events  such  as  the  Superbowl,  Presidential  Nomination  conventions,  and  the  Olympics,  (See 
Matheson  (2006)  and  citations  therein).  However,  it  differs  in  certain  respects,  most  importantly  in 
that  we  have  a  stronger  identification  stratedy.  In  primary  elections,  there  is  ex-ante  uncertainty  as  to 
whether  or  not  a  state  will  be  reached  by  primary  campaigns,  whereas  mega-events  are  planned  far  in 
advance.  Mega-events  allow  an  area  to  anticipate  additional  consumption  expenditures  and  internalize 
the  benefits  by  increasing  up  front  costs.  However,  the  value  of  consumption  spending  in  a  primary  is 
unanticipated  ex-ante  and  the  variance  in  spending  between  hosting  and  not  hosting  a  primary  is  high, 
deterring  businesses  from  internalizing  the  benefits  prior  to  the  event.  Second,  candidates  campaign  in 
areas  to  reach  the  maximum  number  of  pivotal  voters  not  in  the  most  desirable  tourist  locations,  so  it  is 
unlikely  that  crowd  out  of  the  local  tourist  sector  occurs  in  this  setting  as  in  the  prior  vein  of  literature. 

^Authors'  calculation  based  on  CRP  (2011). 

■^We  consider  the  nomination  determined  once  there  is  only  one  candidate  remaining  in  the  contest. 
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particularly  long  primary  elections,  local  businesses  in  states  that  are  not  normally  ex- 
posed to  primary  campaigns  receive  an  exogenous  increase  in  revenue.  In  addition,  many 
states  change  their  position  on  the  primary  calendar  between  election  cycles. 

This  paper  first  establishes  the  exogeneity  of  campaign  spending  and  economic  indica- 
tors. Next,  we  exploit  the  variation  in  whether  or  not  a  state  receives  campaign  spending 
in  each  year  to  test  how  this  increased  spending  affects  local  economies.  Specifically,  we 
study  how  income  growth  is  affected  by  the  presence  of  a  primary  in  a  given  state  and 
quarter.^ 

To  conduct  this  analysis,  we  create  a  novel  dataset  of  primary  and  caucus  dates  from 
1976-2008,  where  we  determine  if  a  state  held  a  primary  based  on  the  scheduled  primary 
date  and  the  date  in  which  only  one  candidate  remained  in  each  party's  election.  We  pair 
this  primary  elections  data  with  quarterly  state-level  and  sector-specific  information  on 
personal  income  levels  from  the  Bureau  of  Economic  Analysis  (BEA). 

We  find  that  the  presence  of  a  primary  increases  overall  income,  as  well  as  income 
in  service-related  sectors.  Prom  1976-2008,  income  growth  increased  by  0.53  percentage 
points  in  states  with  primaries,  compared  to  an  average  income  growth  of  1.3  percentage 
points  per  quarter.  This  implies  about  a  41%  increase  in  the  quarterly  income  growth 
rate  in  quarters  when  there  is  primary  spending.  Our  results  are  robust  to  controlling 
for  factors  related  to  the  amount  of  spending  as  well  as  to  including  state  fixed  effects. 
We  verify  these  results  using  data  on  campaign  expenditures  for  2004  and  2008  from 
the  Center  for  Responsive  Politics.®  In  this  setting,  we  find  that  doubling  campaign 
expenditures  increases  overall  income  growth  by  about  0.05  percentage  points  (or  hosting 
a  primary  results  in  a  35%  increase  in  quarterly  income  growth  rates),  and  this  effect  is 
particularly  pronounced  in  the  accommodations  sector. 

^The  idea  that  election  outcomes  could  affect  the  economy  is  not  new.  Snowberg  et  al.  (2007)  use 
prediction  market  analysis  of  elections  from  1880-2004  to  show  that  electing  a  Republican  President  raises 
equity  valuations  by  23%.  Knight  (2006)  shows  that  policy  platforms  in  the  2008  Presidential  general 
election  were  capitalized  into  equity  prices.  No  one  has  previously  asked  how  the  act  of  campaigning  can 
affect  the  economy. 

^Data  on  campaign  expenditures  are  only  available  for  these  two  years. 
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We  appeal  to  two  distinct  literatures  in  this  paper.  First,  the  existence  of  primary  elec- 
tions provides  a  new  environment  in  which  to  study  local  economic  development,  through 
exogenous  shocks  to  consumption  expenditures.  Recently,  scholars  and  policymalcers  have 
expressed  interest  in  the  American  Recovery  and  Reinvestment  Act  (ARRA)  spending. 
Wilson  (2011)  and  Chodorow-Reich  et  al.  (2011)  use  instrumental  variable  strategies  and 
find  that  one  new  job  created  costs  $125,000  and  $26,300  per  year,  respectively.^  Ask- 
ing a  similar  question  Serrato  and  Wingender  (2010)  find  that  an  additional  job  costs 
$30,000  per  year,  using  an  instrumental  variables  strategy  and  data  on  federal  investment 
spending.  Similarly,  Shoag  (2010)  uses  the  idiosyncratic  component  of  state-managed  de- 
fined benefit  pensions  to  predict  government  spending.  He  finds  that  $35,000  of  spending 
generates  one  additional  job. 

In  comparison  to  the  papers  just  mentioned,  we  avoid  the  natural  endogeneity  con- 
cern that  spending  is  often  allocated  to  states  in  the  most  need  of  growth.^  Candidates 
campaign  as  to  maximize  their  chances  of  winning  the  election,  which  generally  means 
following  the  primary  calendar.  Candidates  campaign  in  states  sequentially,  and  tend  to 
not  visit  a  state  until  the  primary  is  upcoming.  One  reason  for  this  is  that  individual 
victories  create  momentum  to  propel  a  candidate  to  his  next  contest.^  In  addition,  can- 
didates also  have  a  disincentive  to  over-spend  in  the  primary,  as  they  want  to  save  any 
potential  funds  for  the  general  election  battle,  conditional  on  winning  the  nomination.  For 
these  reasons,  the  optimal  strategy  for  candidates  is  to  campaign  sequentially,  meaning 
that  the  allocation  of  funds  will  depend  on  the  primary  schedule  and  will  be  exogenous 
to  local  economic  conditions. 

In  addition,  our  paper  studies  the  effect  of  spending  on  a  different  set  of  sectors 
than  is  noi  mally  assessed.  Most  of  the  ARRA  funds  were  centered  around  Medicaid  and 

Chodorow-Reich  et  al  (2011)  find  that  the  jobs  resultmg  from  Medicaid  spending  are  concentrated 
in  the  state  and  local  government,  health,  and  education  sectors. 

^This  is  particularly  true  in  the  cases  of  the  ARRA  spending,  though  Knight  (2002)  shows  that  this 
can  also  be  true  in  the  transportation  sector. 

®See  Abramowitz  (1989),  Abramson  et  al.  (1992),  Mutz  (1998),  Adkins  and  Dowdle  (2001),  Callander 
(2007),  Strumpf  (2002),  and  Klumpp  and  Polborn  (2006)  for  more  on  the  necessity  of  momentum  in 
primary  contests. 
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education,  and  other  federal  spending  initiatives  focused  on  infrastructure  investment, 
energy  efficiency,  unemployment  assistance,  and  state  and  local  government  stabilization 
(111th  Congress  2009).  On  the  other  hand,  primary  spending  likely  benefits  the  local 
economy  in  the  service-related  sectors.  Another  unique  feature  of  our  work  is  that  transfers 
do  not  entirely  come  from  the  federal  government,  allowing  us  to  study  how  increases  in 
consumption  expenditures  in  the  form  of  transfers  can  affect  income  growth.  Primary 
campaigns  are  sometimes  funded  through  federal  matching,  but  candidates  vying  for  their 
party's  presidential  nomination  rely  on  money  from  individual  donors  and  from  Political 
Action  Committees.-^" 

Second,  while  we  establish  that  the  duration  of  a  primary  and  the  time  in  which  states 
changed  their  primary  dates  are  uncorrelated  with  economic  indicators,  our  paper  adds 
to  the  literature  investigating  the  incentives  for  states  to  hold  early  primaries. -"^^  States 
early  in  the  primary  process  are  presumed  to  have  a  disproportionate  effect  on  candidate 
selection  by  building  candidate  viability,  attracting  donors  and  volunteers,  and  creating 
momentum  (Abramowitz  1989;  Abramson  et  al.  1992;  Mutz  1998).  Some  work  examines 
the  policy  benefits  of  early  contests.  Taylor  (2010)  finds  no  effect,  while  Knight  and  Schiff 
(2010)  find  that  early  contests  had  a  20%  greater  influence  over  candidate  selection  than 
later  contests  in  2004.-^^  Similarly,  Malhotra  and  Snowberg  (2011)  find  that  the  order 
mattered  less  than  pivotal,  or  competitive,  primary  contests  in  2008.  Theoretical  work 
demonstrates  that  voters  can  use  early  contests  as  cues  in  determining  their  vote  choices. 
This  paper  is  the  first  to  investigate  the  potential  economic  benefits  of  having  an  early 
■"^"See  Section  6  for  more  on  federal  funding  percentages. 

■'■■^States  have  a  demonstrated  interest  in  holding  early  primaries.  For  example,  in  2008  Michigan  and 
Florida  moved  their  primaries  to  January,  and  this  was  rejected  by  the  DNC.  Democratic  candidates 
agreed  to  refrain  from  campaigning  in  these  states,  and  the  delegates  were  not  counted  in  the  candidates' 
totals.  This  did  not  deter  Florida  from  moving  its  primary  up  in  the  order  again  in  2012,  which  was  this 
time  rejected  by  the  RNC,  costing  the  state  half  of  its  delegates  (Grice  2012).  Thus,  moving  a  primary 
contest  too  early  can  be  costly,  yet  states  are  still  attempting  to  change  their  primary  dates. 

^^Taylor  (2010)  uses  state  procurement  data  from  1984  to  2004  to  show  that  primary  order  matters 
only  in  competitive  nominations  when  the  victorious  candidate  won  that  states  contest.  Knight  and  Schiff 
(2010)  use  changes  in  prediction  markets  over  the  election  to  identify  influence. 

"^^See  Morton  and  Williams  (2001),  Callander  (2007),  Sena  (2011),  and  Ali  and  Kartik  (2006). 


5 


nomination  contest." 

The  remainder  of  the  paper  is  organized  as  follows.  Section  2  describes  the  construction 
of  the  dataset.  Section  3  provides  descriptive  statistics  and  motivates  our  identification 
strategy.  Section  4  explains  our  empirical  strategies  and  presents  our  findings.  Section  5 
discusses  the  source  of  campaign  funds,  and  Section  6  provides  concluding  remarlcs. 

2  Data 

We  combine  institutional  details  of  primary  races  dating  back  to  1976  with  state- 
level  personal  income  data  from  the  Bureau  of  Economic  Anatysis  (BEA),  creating  a 
comprehensive  Presidential  primary  and  local  economic  database.  In  the  next  3  sub- 
sections, we  explain  how  we  collected  these  data.  For  more  information  on  the  specifics 
of  the  variables  created,  including  summary  statistics,  the  source  of  each  variable  and  the 
calculation  of  each  variable,  see  Tables  8-10  in  Appendix  A. 

2.1    Primary  Information 

We  hand-collect  a  thorough  database  of  the  dates  of  each  primary  or  caucus  in  each 
state  starting  from  1976,  which  is  the  first  year  the  Democratic  National  Committee 
(DNC)  and  Republic  National  Committee  (RNG)  held  conventions  in  their  current  forms, 
and  ending  in  2008.'^^  We  obtain  this  information  from  the  Green  Papers  (for  primaries), 
as  well  as  Erontloading  HQ  (for  caucuses),  and  confirm  these  with  state  election  boards 
when  the  two  are  not  consistent.  When  a  state's  delegates  are  determined  b}'-  onl3'-  state 
paarty  officials  (and  not  in  caucuses  or  primaries  with  individual  voters),  we  count  this  as 

parallel  literature  looks  at  the  eifects  of  the  primary  structure  on  general  election  outcomes.  The 
primary  process  may  constrain  candidates  from  converging  to  the  position  of  the  median  voter,  as  they 
will  taJce  on  more  extreme  positions  to  satisfy  primary  voters  who  are  less  moderate  than  the  general 
population  (Geer  1988;  Norrander  1989).  MaUiotra  and  Snowberg  (2011)  study  the  effects  of  early  contests 
more  broadly,  including  candidates'  difBculties  of  returning  to  the  center  in  the  general  after  trying  to 
attract  primary  voters. 

^^This  means  that  individual  voters,  not  party  elites,  began  selecting  candidates  in  each  state.  The 
candidate  with  the  most  delegates  earned  the  nomiaation  at  a  national  convention. 
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a  case  where  the  state  did  not  have  a  "primary."  In  cases  where  states  hold  a  "beauty 
contest"  nomination,  where  individual  voters  choose  their  favorite  candidate  but  there 
are  no  delegates  at  stake,  we  count  this  as  having  a  "primary,"  as  some  candidates  find 
it  important  to  win  a  symbolic  victory  in  these  states  to  gain  momentum.-'^^'^^ 

Next,  we  collect  information  on  the  date  at  which  the  nomination  was  clinched  for  each 
party  in  each  year.  We  award  a  candidate  the  nomination  when  he  is  the  only  candidate 
left  in  the  contest,  meaning  that  the  primary  campaigning  has  ended.  This  sometimes 
occurs  months  before  the  convention  date.  Table  1  contains  the  dates  at  which  candidates 
clinched  the  nominations  over  time.  In  cases  where  the  incumbent  was  not  challenged  in 
the  primary,  such  as  1984  for  Ronald  Reagan,  we  code  the  primary  for  that  party  as  "no 
primary." -"^^ 

Additionally,  in  certain  situations  there  could  be  spending  for  the  primary  and  the 
general  election  at  the  same  time.  For  example,  in  2004,  when  President  George  W.  Bush 
was  the  incumbent,  he  immediately  began  campaigning  for  the  general  election  because 
he  had  no  competition  in  the  primary.  During  this  same  time  period.  Democrats  were 
competing  for  their  party's  nomination.  Likewise,  in  2008  Senator  McCain  started  to 
campaign  for  the  general  election  once  he  clinched  the  nomination  in  March,  whereas  the 
Democratic  primary  continued  for  three  additional  months.  We  want  to  be  sure  that  we 
are  measuring  the  effect  of  primary  election,  not  general  election,  spending.  Thus,  we 
collect  data  on  the  battleground  states  for  each  election  cycle,  asserting  the  conventional 
wisdom  that  candidates  only  campaign  in  battleground  states  in  Presidential  general 
elections  (Stromberg  2008;  Ashworth  and  Clinton  2007;  Huber  and  Arceneaux  2007).^^ 

^^States  holding  these  "beauty  contests"  usually  choose  their  candidate  based  on  conventions  and  state 
party  officials'  decisions.  After  2000,  there  are  some  instances  where  there  were  no  delegates  at  stake, 
after  a  state  had  moved  up  iu  the  primary  process  and  one  of  the  national  committees  considered  this 
unconstitutional  ,  i.e.  Michigan  and  Florida  in  2008.  These  two  states  still  had  campaigning  from  the 
Republicans,  so  we  include  them  in  this  context  alone. 

'■'^Tlie  primary  dates  by  party  for  each  state  and  year  combination  from  1976  to  2008  are  available 
upon  request. 

■•■^All  incumbents  do  not  have  the  luxury  of  having  no  opposition  in  the  primary  election.  For  example, 
President  Carter's  low  approval  ratings  gave  the  DNC  justification  to  push  other  candidates,  including 
Edward  Kennedy,  to  challenge  him  in  the  primary  contest. 

^^See  Section  2.3  for  more  on  spending. 
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We  label  a  state  as  a  battleground  state  if  the  difference  in  the  likeHhood  the  Democratic 
candidate  wins  and  the  Republican  candidate  wins  is  ever  within  10  percentage  points 
in  Intrade  prediction  markets  or  polling  data  (specificalty,  pollster.com  and  David  Leip's 
polling  report).  In  earlier  elections  when  polls  are  more  sparselj'  available  (i.e.,  1976- 
1992),  we  instead  look  at  the  races  where  the  candidates'  end  vote  shares  were  within  10 
percentage  points  of  one  another.^"  Finally,  a  state  can  only  be  labeled  as  a  battleground 
state  if  1)  the  election  cycle  has  started  and  2)  the  primary  contest  in  at  least  one  party 
has  been  completed  (i.e.,  only  one  candidate  is  remaining). 

2.2  Income 

The  BEA  reports  total  personal  income  in  each  quarter  and  state,  for  each  sector 
of  the  economy.  For  the  purpose  of  this  paper,  we  refer  to  total  earnings  (excluding 
government  transfers)  as  total  income.  We  transform  this  into  per-capita  values  using 
population  data  from  the  US  census.  In  addition  to  total  income  per  capita,  we  focus  on 
the  sectors  where  we  would  expect  large  effects  from  primary  spending,  which  axe  mostly 
service  related  sectors.  Accommodations  and  retail  are  two  sectors  we  focus  on,  in  that 
the  visiting  campaign  staff  and  media  will  need  to  stay  in  hotels  and  make  purchases 
during  the  campaigns.  The  accommodations  and  retail  sector  accounted  for  about  5% 
and  9%  of  total  income  in  2008,  respectively. 

The  BEA  data  is  divided  into  2  periods:  1974-2001,  and  1990-2009,  and  the  sector 
definitions  changed  across  the  two  periods.  We  focus  our  analysis  on  the  services  sector, 
particularly  food  and  accommodations,  because  that  is  where  we  expect  to  see  the  largest 
effect.  In  the  data  from  1974-2001,  the  BEA  only  reports  total  income  in  the  services  sec- 
tor. However,  in  the  1990-2009  data,  they  divide  services  into  different  groups,  including 
food  and  accommodations,  which  we  focus  on.  We  therefore  do  the  analysis  separately 

list  of  eacli  state  and  the  years  in  which  the  state  was  a  battleground  in  competitive  in  the  general 
election  is  shown  in  Appendix  B. 

^^Conditional  on  hosting  a  primary  in  a  given  quarter,  the  probability  that  a  given  state  is  labeled  a 
battleground  state  in  the  same  quarter  is  less  than  39  percent. 
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for  each  period  due  to  these  data  hmitations. 


2.3    Campaign  Expenditures 

We  obtain  campaign  expenditures  data  for  the  2004  and  2008  primary  election  cycles 
from  the  Center  for  Responsive  Politics  (CRP),  which  collects  and  compiles  data  from 
the  Federal  Election  Commission.^^  These  data  contain  information  on  each  expenditure 
made  in  House  and  Presidential  races  by  campaigns,  Political  Action  Committees  (PACs), 
and  state  parties,  where  each  expense  contains  a  date,  location  (down  to  zip  code),  and 
information  on  what  the  expense  entailed  (i.e.  hotel).  We  narrow  this  dataset  to  include 
only  expenses  made  in  pursuit  of  the  primary  nomination  by  the  Presidential  candidate's 
official  campaign,  i.e.  "Barack  Obama  for  President,  2008."  We  do  not  include  PAC 
spending  as  it  is  difficult  to  understand  for  which  campaign  the  PAC  is  spending  its  funds 
(i.e.  Presidential  or  House)  in  the  data. 

These  data  also  include  information  on  the  division  of  the  campaign  in  which  the 
expense  was  made.  We  create  two  different  measures  of  expenditures.  Campaign  expen- 
ditures consist  of  all  money  spent  by  the  candidate  and  his  direct  staff  on  travel,  hotel 
rooms,  and  meals,  as  well  as  local  polling,  Get-out-the-Vote  campaigns  (GOTV),  and 
campaign  events.  In  addition,  campaign  expenditures  include  what  the  campaign  calls 
"administrative  expenditures,"  which  includes  all  money  spent  on  the  offices  within  a  state 
and  its  staffers.  This  mostly  consists  of  spending  on  catering  for  meetings,  rent,  utilities, 
cable,  and  internet  in  campaign  offices,  administrative  supplies  (associated  largely  with  IT 
costs),  and  staffer  travels  (rental  cars,  housing,  flights,  etc.).  Total  expenditures  include 
all  expenses  hsted  under  our  campaign  expenditures  measure,  as  well  as  money  spent  on 
broadcast,  radio,  and  print  advertising,  along  with  other  media-related  costs  (i.e.,  media 
consultants,  production  costs  of  advertisements,  and  miscellaneous  costs  related  to  getting 

^^We  attempted  to  aggregate  the  1990-2009  data  to  get  a  total  measure  of  income  in  the  services 
sector.  Since  the  years  1990-2001  are  included  in  both  datasets,  we  can  compare  to  see  how  similar  the 
two  measmres  are.  They  are  very  different,  which  is  why  we  could  not  use  this  aggregated  services  income 
in  the  same  analysis  as  the  1974-2001  services  data. 

^^See  CRP  (2011)  for  more  information  on  the  dataset. 
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out  the  message). 

The  total  expenditures  are  likely  to  include  some  expenses  that  do  not  directly  affect 
a  state's  local  economy  at  the  time  of  a  primar}',  though  they  are  expenses  made  for  the 
primary  campaign.  For  example,  the  production  of  an  advertisement  run  in  Iowa  could 
be  done  in  California,  and  thus  included  in  this  measure.  The  production  could  also  be 
done  in  Iowa,  however,  and  it  is  not  feasible,  given  the  data,  to  distinguish  the  two.  Thus, 
for  the  remainder  of  the  paper,  we  choose  to  focus  on  the  campaign  spending  measure  in 
favor  of  the  total  expenditures  measure. 

We  expect  that  campaign  expenditures  are  a  good  proxy  for  the  candidate's  travel 
and  the  campaign's  direct  expenses.  However,  the  administrative  portion  of  the  campaign 
expenditures  are  hkely  a  lower  bound  for  the  amount  of  money  staffers  spend  in  each  state 
during  the  campaign.  For  example,  if  campaign  staff  goes  to  a  restaurant  in  the  evening, 
this  will  not  be  covered  as  a  campaign  expense,  especially  if  the  meal  includes  alcohol. 
This  spending  amount  is  a  lower  bound  for  total  exogenous  spending  in  the  area,  since 
national  news  and  media  crews  also  tend  to  follow  and  cover  the  primary  schedule  state 
by  state.  Even  with  this  lower  bound,  states  with  primaries  tend  to  see  between  one  half 
a  million  and  19  million  dollars  in  spending  over  an  election  cycle.  Comparing  this  to 
the  median  total  income  in  the  retail  and  accommodations  sectors,  7.14  and  3.3  billion 
respectively,  this  is  still  enough  money  to  modestly  boost  local  income  growth.^* 

3    Descriptive  Statistics 

In  this  section,  we  first  argue  that  the  timing  and  existence  of  a  primary  campaign  is 
exogenous  to  local  economic  growth.  We  next  look  at  the  campaign  expenditures  data 
from  2004  and  2008  to  establish  that  there  is  more  spending  during  primary  campaigns. 

^*If  we  instead  use  total  expenditures  instead  of  campaign  and  administration  expenditures  in  the 
analysis  that  follows,  our  results  are  slightly  smaller  in  magnitude,  though  they  remain  substantively 
similar  to  the  estimates  provided.  These  results  are  available  upon  request. 
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3.1    Exogeneity  of  Primary  Campaigns 

The  identification  strategy  in  this,  paper  comes  from  the  orthogonality  of  primary 
campaign  spending  in  a  given  state  and  the  state's  local  economy,  where  the  nature  of 
primary  contests  gives  candidates  an  incentive  to  campaign  sequentially.  Since  this  money 
is  not  targeted  to  states  with  the  most  need,  the  shock  to  consumption  expenditures 
generated  from  primary  campaign  spending  is  exogenous  to  income  levels.  Iowa's  primary 
is  alwas^s  first  in  the  election  cycle,  so  the  state  should  expect  the  millions  of  dollars  spent 
in  local  businesses  by  the  Presidential  campaigns,  media  crews,  and  the  ceremony  of  the 
primary  election.  Since  the  natural  experiment  fails  in  this  case,  we  drop  all  states  that 
have  a  primary  in  every  year  in  our  analysis.  Other  states,  however,  experience  more 
variation  in  regards  to  (1)  whether  or  not  any  money  will  be  spent  in  primary  campaigns 
and  (2)  how  much  money  wiU  be  spent.  This  variation  comes  from  two  main  channels. 

First,  the  duration  of  any  primary  campaign  is  unknown  ex  ante.  While  some  primary 
campaigns  leave  only  one  candidate  in  each  party  after  only  a  few  months  (i.e.  in  2004 
■when  Senatory  Kerry  clinched  in  March),  other  election  cycles  (i.e.  2008)  carry  on  until 
June,  reaching  every  state.  Figure  1  shows  the  variation,  by  party,  of  the  number  of 
states  reached  by  campaigns  in  each  election  cycle.  This  shows  significant  fluctuations  in 
the  number  of  states  that  have  primary  elections  each  year,  particularly  in  Republican 
primaries.  Alternatively,  Figure  2  plots  the  duration  of  primary  campaigns  over  time, 
where  the  duration  is  defined  as  the  number  of  days  from  the  first  primary  until  only  one 
candidate  remained  in  the  contest.^^  In  general,  the  early  contests  from  1976-1992  took 
longer  to  determine  each  party's  candidate. 

Figure  2  additionally  plots  the  average  real  GDP  per  capita  in  the  US  over  time,  reas- 
suring us  that  the  duration  of  primaries  is  uncorrelated  with  the  state  of  the  economy. 
To  provide  a  specific  example  of  the  changes  in  primary  campaigning  between  years,  we 

Since  tkere  are  potentially  2  primaries  in  each  state  and  year,  there  is  a  duration  for  each  contest. 
We  plot  the  length  of  the  longer  primary  in  each  year. 

^^When  regressing  real  GDP  per  capita  on  the  duration  of  primaries,  we  find  no  statistically  significant 
relationship  between  the  two  variables. 
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show  the  changes  in  primary  status  by  states  between  the  2004  and  2008  elections.  Figure 
4  shows  which  states  switched  primary  status  between  2004  and  2008.  Comparing  just 
these  2  election  cycles,  we  see  that  there  are  many  states  that  had  primaries  in  2008  but 
not  2004,  due  to  both  the  fact  that  there  was  no  Republican  primary  in  2004  and  the 
length  and  competitiveness  of  the  2008  Democratic  primary. 

Second,  the  ordering  of  primaries  across  states  has  changed  drastically  from  1976 
through  the  present  day.  Although  national  parties  have  some  influence  on  the  timing 
of  primaries,  the  decisions  are  ultimately  made  by  each  state.  There  has  been  significant 
movement  in  the  primary  calendar  over  time.  The  change  in  ordering  also  allows  for 
some  states  to  experience  campaign  spending  in  some  election  cycles  and  not  others. 
In  addition,  if  a  state's  primary  moves  to  a  day  in  which  many  other  states  hold  their 
contests,  this  may  lead  to  a  reduction  in  campaign  spending  in  that  state.  This  gives  us 
variation  in  both  the  existence  of  and  amount  of  spending  by  primary  campaigns. 

The  argument  in  our  paper  implies  that  states  should  have  an  incentive  to  move  their 
primaries  earlier  in  the  calendar  in  order  to  gain  economic  benefits.  If  this  were  true, 
then  we  could  no  longer  argue  that  primaries  are  exogenous.  However,  we  do  not  believe 
that  this  is  the  case,  due  to  the  lengthy  process  involved  in  changing  primary  dates.  In 
order  for  a  state  to  be  able  to  change  its  Presidential  primary  date,  the  state  legislature 
must  propose  a  bill,  which  in  most  states  is  an  extremely  lengthy  process,  where  less  than 
5-10%  of  bills  are  passed.^^  The  lengthy  process  creates  difficulty  for  states  to  change 
their  date  in  a  timely  fashion,  making  it  unlikely  that  the  primary  date  will  be  switched 
(and  reached)  when  the  state's  economy  is  at  its  worst.  In  addition,  the  state  and  national 
party  officials  must  approve  the  change  in  date  for  the  state's  delegates  to  count  in  the 
nomination  process. 

Furthermore,  even  though  this  change  of  date  is  under  the  authorization  of  state 

'^^Most  states  have  dates  like  the  following  from  Montana's  Constitution:  13-1-107.  Times  for  holding 

primary  elections.  (1)  On  the  first  Tuesday  after  the  first  Monday  in  June  preceding  the  general  election 
provided  for  in  13-1-104(1),  a  primary  election  shall  be  held  throughout  the  state  (The  Constitution  of 
the  State  of  Montana,  2011). 


12 


dected  officials  who  have  an  interest  in  state  policy,  a  state's  change  in  ordering  is  seem- 
ingly uncorrelated  with  a  change  in  economic  indicators.  To  demonstrate  this,  in  each 
year  we  split  the  states  into  two  groups:  those  who  changed  their  primary  date  from  the 
previous  election,  and  those  that  did  not.^^  Figure  3  plots  the  average  GDP  growth  in 
both  groups  over  time.^^  The  graph  also  shows  the  number  of  states  that  changed  their 
primary  date  in  each  year.  This  figure  shows  no  systematic  difference  between  the  GDP 
growth  in  both  groups  over  time.^°  We  also  see  that  there  are  a  large  number  of  states 
that  change  their  primary  dates  each  5^ear,  showing  that  this  provides  an  important  source 
of  variation. 

An  additional  literature  on  vote-buying  suggests  that  politicians  can  adjust  funds  on 
a  state-by-state  basis  (See  e.g.,  Levitt  and  Snyder  (1995);  Fledc  (2008)).  If  government 
funds  axe  correlated  with  campaign  spending,  this  could  additionally  confound  our  effect. 
However,  the  ability  of  politicians  to  adjust  the  allocation  of  government  funds  quickly  on 
a  state-by-state  basis  is  limited.  For  example,  Senator  Kerry  would  have  trouble  providing 
a  voting  record  that  appeased  each  state  he  visited  in  his  Presidential  primary  campaign 
surrounding  the  time  of  that  state's  election.  This  makes  the  approach  taken  in  this  paper 
more  compelling  than  studies  that  focus  on  differences  in  pohcy  spending  over  time  as 
exogenous  variation. 

3.2    Primary  Spending 

In  this  paper,  we  study  whether  the  existence  of  a  primary  increases  local  income.  For 
there  to  be  an  effect,  there  has  to  be  more  campaign  spending  in  states  with  primaries. 
To  verify  that  this  is  true,  we  use  data  on  campaign  expenditures  from  the  2004  and  2008 
primary  elections.  Table  2  shows  the  distribution  of  spending  for  primaries  by  quarter, 

^^We  label  a  state  as  having  changed  their  primai-y  date  if  the  date  of  the  primary  made  a  substantial 
change  (i.e.  more  than  2  weeks)  such  that  it  took  an  initiative  within  the  state's  Board  of  Elections  and 
changed  the  ordering  of  the  primary  schedule. 

^®The  average  GDP  growth  takes  percentage  growth  of  GDP  between  two  years  of  each  state  (in  each 
group)  and  takes  the  average  of  those  observations  by  j'ear. 

^''A  t-test  shows  that  the  difference  in  the  means  is  not  statistically  different  than  0. 
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■where  states  with  primaries  in  the  current  or  next  period  have  higher  spending  than  areas 
•without  primaries.  We  see  that  spending  increases  not  only  increased  during  the  quarter 
of  the  primary,  but  also  in  the  quarter  before  the  primary.  Early  spending  could  occur 
because  candidates  campaign  in  some  states  for  an  extended  period  of  time,  especially 
■when  the  race  is  on  the  cusp  of  two  quarters. 

Next,  we  look  at  the  changes  in  spending  in  states  as  they  chajage  primary  status  over 
the  years,  to  ensure  that  having  a  primary  leads  to  increased  spending.  In  general,  we 
see  that  states  that  did  not  have  a  primar3'^  in  2004  and  did  have  one  in  2008  tended  to 
have  more  spending  in  2008.  Figure  4  shows  the  states  that  held  a  primary  in  2008  and 
not  in  2004,  and  Figure  5  shows  the  percentage  change  in  expenditures  between  the  two 
election  cycles.  States  such  as  Pennsylvania  and  Utah,  which  were  reached  in  the  lengthy 
Democratic  campaign  in  2008,  had  over  20  percent  more  primary  spending  in  this  election 
cycle  than  they  did  in  2004,  when  the  process  culminated  before  the  state  was  reached. 
There  is  also  an  increase  in  spending  from  2004  to  2008  in  early  states  like  Iowa,  South 
Carolina,  and  New  Hampshire,  where  the  increased  number  of  candidates  and  the  fact 
that  both  parties  held  primaries  increased  the  spending  in  those  states.  Conversely,  the 
state  election  boards  in  Michigan  and  Florida  moved  their  Presidential  primary  contests 
up,  and  set  the  elections  in  January  2008.  The  DNG  challenged  these  moves,  and  in  turn, 
Democratic  candidates  opted  to  not  campaign  in  these  states.  Thus,  spending  in  these 
states  actually  decreased  from  their  later  primary  day  in  2004.^^  Overall,  these  figures 
show  variation  in  spending  in  states,  depending  on  whether  or  not  there  is  a  primary  in 
that  year.  This  supports  our  argument  that  there  will  be  more  spending  in  states  with 
primaries. 

Using  the  spending  data  and  the  primary  dummies  in  2004  and  2008,  we  estimate  the 

^^Theie  are  cases  where  state  boundaries  provide  a  neighboring  state  with  additional  spending  when 
there  is  not  a  primary  in  that  state.  For  example,  New  Jersey  benefited  from  New  York's  early  primary 
on  a  day  independent  of  all  other  primary  contests  in  2004.  This  is  because  candidates  spent  money 
renting  cars,  purdiasing  hotel  rooms,  and  eating  some  meals  in  New  Jersey,  though  they  were  officially 
campaigning  in  NY.  When  compared  to  2008,  even  though  NJ  held  its  own  primary,  it  did  this  on  a 
day  when  many  other  states  also  held  primaries,  as  did  NY.  This  made  spending  higher  in  the  previous 
election  cycle. 
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relationship  between  the  existence  of  a  primary  and  spending  growth,  while  controlling 
for  the  same  factors  we  take  into  account  in  our  later  analysis.  We  first  construct  a 
set  of  control  variables  we  expect  to  be  correlated  with  the  intensity  of  spending.  The 
structure  of  the  primary  calendar  is  such  that  there  is  often  one  day  with  many  of  the 
elections,  typically  called  "Super  Tuesday."  We  control  for  whether  or  not  an  election  in 
a  state  is  on  this  day  each  year.^^  Another  possibility  is  that  in  states  with  late  primaries, 
early  spending  for  the  general  election  when  one  party's  nominee  has  been  determined 
and  the  other  has  not  could  falsel}''  lead  to  higher  levels  of  income  growth,  especially 
in  battleground  states.  To  account  for  this,  we  control  for  whether  or  not  a  state  is  a 
battleground  state  in  periods  after  one  party's  candidate  has  been  chosen.^^ 

The  first  column  in  Table  3  shows  that  the  existence  of  a  primary  more  than  doubles 
spending  growth  in  that  quarter,  when  compared  to  states  without  primaries.  Primary 
spending  growth  is  lower  in  "Super  Tuesday"  states  when  compared  to  states  with  pri- 
maries on  other  days,  as  "Super  Tuesday"  elections  make  it  hard  for  time-constrained 
pohticians  to  campaign  everywhere.  In  addition,  battleground  states  tend  to  have  signif- 
icantly lower  spending  growth  than  non-battleground  states.  This  result  is  not  surprising 
since  our  dependent  variable  is  only  primary  spending  growth,  and  does  not  include  money 
earmarked  for  the  general  election.^^  In  addition,  competitive  states  are  always  labeled 
as  "battleground"  in  the  third  quarter  of  the  election  year,  or  the  height  of  the  general 
election.  This  is  the  time  in  which  primary  growth  is  most  likely  to  be  negative,  or  lower 
than  the  previous  period.  If  we  add  state  level  fixed  effects  to  this  model,  as  in  Column 
(2),  we  see  that  primary  campaigning  still  more  than  doubles  spending  growth  when  com- 

^^Our  "Super  Tuesday"  control  is  defined  as  the  day  each  year  that  has  the  most  primary  elections  in 
a  given  state.  The  list  of  states  with  primaries  on  "Super  Tuesday"  in  each  year  is  shown  in  Appendix  B. 
"Super  Tuesday"  is  always  reached,  so  it  is  an  interaction  term  between  the  primary  dummy  and  having 
an  election  on  the  given  date. 

^^We  could  include  a  control  for  whether  or  not  a  state  held  a  competitive  primary.  For  example,  in 
President  Bush's  home  state  of  Texas,  he  may  have  already  been  a  favorite  and  not  needed  to  campaign. 
However,  enough  states  have  a  proportional  share  of  electoral  votes,  so  candidates  still  receive  votes 
towards  the  final  count  if  they  do  not  win  a  majority  in  a  given  state. 

^■^The  probability  of  being  in  a  battleground  state  in  a  given  quaa  ter  conditional  on  having  a  primary 
in  the  same  state,  quarter  is  less  than  36%  in  this  sample. 
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pared  to  a  period  when  the  state  did  not  have  a  primary.  Hosting  a  primary  on  "Super 
Tuesday"  lowers  this  substantially,  as  does  being  in  a  battleground  state. 


4    Empirical  Analysis 


In  this  section,  we  estimate  the  effect  of  primary  spending  on  local  economic  devel- 
opment. We  first  test  how  the  existence  of  a  primary  before  the  nomination  has  been 
determined  affects  changes  in  income  growth  from  1976-2008.  We  then  verify  these  re- 
sults using  data  on  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 

4.1    Existence  of  a  Primary 

We  assume  that  a  state's  income  in  a  given  quarter  depends  on  whether  or  not  there 
is  a  primary  in  a  given  time  period,  a  set  of  control  variables,  and  state  and  year  fixed 
effects.  Let  Pa  be  a  dummy  variable  indicating  whether  or  not  there  is  a  primary  in  state 
i  at  time  t.  Denote  the  log  average  per  capita  income  in  sector  s  in  state  i  at  time  (year) 
t  as  yist,  state  fixed  eflFects  as  fiis,  time  fixed  effects  as  7^4,  control  variables  as  Xa,  and 
the  error  term  as  £ist-  Then  we  can  write 


Talcing  first  differences  of  Equation  (1),  the  state  and  year  fixed  eff'ects  drop  out: 


where  efst  =  Aefst. 

We  estimate  equation  (2)  and  look  at  how  changes  in  the  primary  dummy  variable 

^^The  5'ear  fixed  effects  do  not  drop  out  in  every  period.  Since  we  axe  using  quarter^  data,  as  we  go 
from  the  4th  quarter  of  one  year  to  the  first  quarter  of  the  next,  the  year  fixed  effects  technically  will  not 
difference  out.  However,  since  they  would  only  be  identified  off  of  one  quarter  per  year,  we  chose  to  drop 
these  year  fixed  effects. 


Vist  -    Pos  +  PlsPit  +  PisXit  +  llis  +  1st  +  Cist 


(1) 


(2) 
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affect  income  growth  in  different  sectors.  Identification  in  this  specification  comes  from 
comparing  states  with  primaries  to  those  that  do  not  have  primaries.  We  define  a  state 
as  having  primary  spending  if  there  is  a  primary  in  the  current  quarter  or  in  the  next 
quarter,  acknowledging  that  candidates  sometimes  spend  an  extended  amount  of  time 
campaigning  in  a  state. 

We  drop  states  that  have  primaries  in  every  election  year,  as  it  is  hard  to  argue  that 
the  existence  of  a  primary  is  exogenous  in  states  that  anticipate  primary  spending  each 
C5'-cle.  Perfect  foresight  of  primary  spending  may  allow  individuals  to  internalize  more 
upfront  costs,  where  business  that  normally  would  not  be  open  in  a  given  season  may 
change  their  behavior  since  they  know  primary  campaigns  will  spend  there  with  certainty 
each  cycle.  These  states  invalidate  the  natural  experiment  present,  where  it  is  necessary 
to  maintain  uncertainty  in  the  timing  and  duration  of  primary  elections.  Dropping  these 
traditionally  early  states  leaves  us  with  a  sample  of  states  for  which  there  is  variation 
in  whether  or  not  there  is  a  primary,  so  each  election  cycle  contains  uncertainty  as  to 
whether  or  not  they  will  receive  primary  spending. 

We  present  the  unconditional  effects  of  hosting  a  primary.  Since  the  existence  of 
primary  campaigns  are  exogenous  to  the  state  of  the  economy,  the  unconditional  effects 
of  campaign  spending  will  be  unbiased.  In  this  specification,  we  still  include  quarter  fixed 
effects  to  control  for  seasonal  fluctuations  in  income.  We  control  for  variables  that  may 
affect  the  volume  of  spending,  such  as  having  a  primary  on  "Super  Tuesday"  and  whether 
or  not  the  state  was  a  battleground  in  the  given  period. 

In  Table  4,  we  show  results  for  total  earned  income,  as  well  as  in  sectors  where  we  would 
expect  the  largest  effect  from  primaries:  accommodations,  services,  and  retail  trade.  We 
expect  accommodations  to  be  particularly  affected;  however,  this  measure  is  not  available 
for  the  early  data,  so  we  instead  use  the  services  sector  for  the  first  time  period.  The  data 
from  the  later  time  period  shows  that  accommodations  is  the  service  sector  most  affected 
by  primary  spending.  We  expect  that  primary  campaign  spending  will  directly  affect  the 
accommodations  sector,  as  increased  revenues  from  hotel  room,  catering,  food  services, 
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and  additional  ejqjenses  the  campaigns  incur  flow  straight  into  this  sector.  The  definition 
of  retail  trade  changed  slightly  between  the  two  periods  provided.  However,  since  we  are 
looking  at  growth,  we  pool  the  observations  from  the  two  time  periods.  To  account  for 
this  difference,  we  include  a  dummy  variable  in  the  estimation  to  account  for  which  time 
period  the  data  is  from. 

The  first  three  columns  of  Table  4  show  that  primary  spending  increases  total  income 
growth  by  approximately  0.53  percentage  points,  where  the  average  state  income  growth 
reported  in  Table  8  in  Appendix  A  is  1.3%.  Primary  spending  increases  income  in  the 
services  and  accommodations  sectors  by  0.76  and  0.47  percentage  points,  respectively 
(where  the  mean  growth  rates  are  2.1%  and  1.1%,  respectively).  For  retail  trade,  we  see 
a  positive  effect  of  primary  spending  on  income  levels,  though  this  is  not  statistically 
different  from  zero. 

Table  4  also  shows  that  having  a  primary  on  Super  Tuesday  decreases  the  overall 
effect  in  Columns  (l)-(5),  so  much  so  that  they  negate  any  positive  effect  of  hosting  a 
primary.  This  is  expected  because  candidates  devote  less  resources  to  each  state  if  there 
are  multiple  primaries  on  the  same  day,  as  shown  in  Table  3.  We  do  not  find  a  statistically 
significant  effect  of  being  a  battleground  state.  The  timing  is  set  such  that  states  count  as 
a  battleground  starting,  in  the  calendar  year  of  the  election,  when  one  candidate  in  either 
party  has  clinched  the  nomination.  When  an  incumbent  is  not  challenged  in  a  primary,  a 
state  that  is  competitive  in  the  general  election  is  classified  as  a  battleground  state  starting 
in  the  first  quarter  of  the  election  year.  However,  the  most  intense  campaigning  occurs 
during  the  3rd  quarter  of  each  election  year.  When  we  only  allow  states  to  be  classified 
as  battleground  states  in  the  third  quarter,  the  battleground  dummy  variable  is  positive 
and  statistically  significant.  This  implies  that  income  growth  increases  in  battleground 
states  later  in  the  election  cycle,  possibly  due  to  spending  for  the  general  election. 

In  an  alternate  specification,  we  also  include  state  fixed  effects  when  estimating  Equa- 
tion (2).  In  the  initial  setting,  the  state  fixed  effects  dropped  out  of  the  regressions 
because  we  stud}''  income  growth.  In  this  next  specification,  we  allow  for  state  fixed  ef- 
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fects  in  growth  rates.  This  changes  the  identification  of  the  dummy  variable  for  primary 
elections.  Without  state  fixed  effects,  the  coefficient  on  the  primary  election  variable  was 
identified  by  comparing  the  income  growth  in  states  with  and  without  primaries.  By 
including  state  fixed  effects,  the  coefficient  is  identified  by  comparing  income  growth  in  a 
given  state  when  the  primary  variable  changes  values.  The  results  with  state  fixed  effects 
are  in  Table  5.  This  does  not  substantively  change  the  results. 

This  increased  income  could  come  through  increased  labor  force  participation,  or  an 
increase  in  hours  worked  (as  well  as  overtime  pay)  for  current  workers.  Using  data  from 
the  Bureau  of  Labor  Statistics  on  the  number  of  workers  in  each  sector  on  a  monthly 
basis,  we  find  no  effect  of  primary  elections  statistically  different  from  zero.  This  implies 
that  our  results  are  due  to  increased  hours  worked  for  current  workers  in  the  sector. 

4.2  Expenditures 

Next,  we  verify  the  results  in  the  previous  section  with  data  on  the  amount  spent  by 
campaigns  in  each  state  during  the  2004  and  2008  primary  elections.  This  setup  allows 
for  an  extra  source  of  variation  resulting  from  differences  in  expenditures  across  states 
and  time. 

Denote  logged  spending  in  a  state  as  en,  and  ?/,st  is  defined  identical  to  Equation  (1).^'^ 
Then 

Vist  =  Pos  +  AsSii  +  Pis^it  +  IMs  +  7st  +  ^isi 

Taking  differences,^^ 

^yut  =  PuAeu  +  P2sAXit  +  Cirf  (3) 

^^Iii  these  results,  we  use  the  same  specification  as  above.  These  results  are  available  upon  request. 

^^If  we  instead  use  per  capita  spending,  our  results  are  almost  synonjnnous.  This  is  because  there  is 
little  change  in  state  population  between  quarters.  These  results  are  in  Table  13  in  Appendix  C. 

^^The  year  fixed  effects  will  not  difference  out  as  we  go  from  the  last  quarter  of  each  year  to  the  first 
quarter  of  the  following  year.  However,  since  they  would  onfy  be  identified  off  of  one  quarter  per  year, 
we  choose  to  drop  the  year  fixed  effects. 
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The  parameter  Pi^  tells  us  how  changes  in  spending  growth  affect  income  growth  in 
each  sector.  This  provides  a  more  precise  estimate  of  the  effect  of  spending  growth  on 
income  growth  since  we  also  have  variation  in  spending  in  each  state  and  quarter.  Our 
identification  largely  comes  from  states  that  were  reached  in  the  2008  election  but  not 
in  2004.  However,  we  argue  that  the  amount  spent  is  orthogonal  to  a  state's  economic 
growth,  as  even  if  a  state  is  consistently  reached  (and  is  reached  in  both  2004  and  2008), 
there  is  still  uncertainty  about  the  degree  of  spending  in  each  year.  For  example,  some 
years  provide  competition  between  candidates  in  both  parties,  while  others  have  competi- 
tion from  only  one.  In  addition,  there  is  large  variation  in  the  number  of  entrants  within 
each  party  between  years.  At  times,  favored  candidates  do  not  win  the  early  states,  turn- 
ing the  tide  of  the  election,  thereby  increasing  the  competitiveness.  Changes  in  primary 
dates  affected  the  spending  in  some  states  as  well.  For  example,  New  York  moved  its  pri- 
mary in  2008  to  an  election  day  with  other  states,  causing  a  decrease  in  its  expenditures 
between  the  two  cycles.  Thus,  our  variation  comes  from  states  that  had  both  increased 
and  decreased  expenditures  over  the  two  election  years.  Finally,  we  exploit  variation  in 
spending  over  the  course  of  the  primary  election  cycle,  where  earlier  contests  with  more 
competitors  tend  to  exhibit  more  spending.  As  in  the  previous  section,  we  drop  the  states 
with  early  primaries  (Iowa,  New  Hampshire,  and  South  Carohna),  which  have  primary 
elections  in  every  year.^^ 

We  use  quarterly  data  on  campaign  expenditures  in  a  given  state  to  estimate  Equation 
(3),  and  are  interested  in  the  coefficient  on  the  growth  rate  in  expenditures,  P^.  In 
this  analysis,  we  use  data  from  2003-2004  and  2007-2008.  We  continue  to  control  for 
battleground  status  of  the  state,  though  we  no  longer  control  for  different  attributes  of 
the  primary,  as  the  spending  amounts  will  capture  the  existence  of  a  "Super  Tuesday." 

Table  6  reports  the  coefficient  and  standard  errors  for  0is  in  Equation  (3),  which  is 

^^If  we  restrict  the  sample  further  to  include  only  the  states  that  change  primary  status  between  the 
two  election  cycles  (or  only  estimating  the  extensive  margin),  our  results  remain  substantively  similaj, 
though  our  standard  errors  become  slightly  larger. 

we  additionally  control  for  lagged  spending  growth  or  the  "Super  l^iesday"  dummy  variable,  Pu 
is  not  statistically  diflferent  from  the  specification  shown  in  Table  6. 
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the  coefficient  on  the  growth  rate  in  expenditures.  In  order  to  generate  results  that  are 
comparable  to  those  found  in  Tables  4-5,  we  estimate  what  the  increased  economic  growth 
from  having  a  primary.  To  do  this,  we  use  the  results  from  Table  3,  which  show  that  hav- 
ing a  primary  more  than  doubles  campaign  spending  in  a  state  (or  over  100%).  We  find 
that  campaign  spending  modestly  increases  quarterly  growth,  where  doubling  campaign 
expenditures  between  quarters  results  in  a  0.054  percentage  point  increase  in  a  state's  to- 
tal income  from  the  previous  quarter,  adjusting  for  seasonal  increases  in  income.  We  see 
the  largest  effects  in  the  accommodations  and  retail  trade  sectors,  where  doubling  expen- 
ditures results  in  a  0.13  and  0.061  percentage  point  increase  in  income,  respectively.  We 
find  larger  effects  in  the  accommodations  sector  than  we  do  for  total  income.  Comparing 
these  to  the  mean  income  growth  rates  for  the  time  period  in  Table  8  in  Appendix  A, 
■we  find  that  these  results  are  about  a  35%  increase  in  total  income,  making  these  results 
consistent  with  the  previous  analysis. 

The  results  for  the  retail  trade  sector  are  slightly  different  from  the  previous  results 
using  a  primary  dummy  variable,  as  they  are  now  statistically  different  from  zero.  While 
this  sector  has  smaller  growth  rates  on  average  when  compared  to  the  other  two  sectors, 
the  increased  growth  in  the  later  period  may  in  part  be  influenced  by  the  many  techno- 
logical and  startup  needs  of  the  campaign  offices'  expenses  that  happened  from  2004-2008 
moreso  than  in  previous  periods.  In  addition,  given  a  larger  effort  of  grass  roots  cam- 
paigning from  2004-2008,  staffers  likely  spent  more  time  in  less  populated  areas,  allowing 
them  to  promote  local  economies  more  than  in  the  longer  time  period.  The  battleground 
dummies  again  appear  to  slightly  decrease  income  growth. 

Similar  to  the  previous  section,  we  also  include  state  fixed  effects,  where  the  comparison 
now  comes  from  changes  in  spending  growth  within  the  same  state.  This  is  shown  in  Table 
14,  and  does  not  substantially  change  the  results.  In  addition,  we  replicate  the  results 
using  the  primary  dummy  variables  from  the  previous  subsection  on  this  subsample.  These 
results,  in  Table  15  in  Appendix  C,  are  consistent  with  the  results  in  Tables  4-5. 

Theoretically,  these  expenditure  results  can  be  used  to  calculate  a  multiplier,  which 
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would  give  the  effect  of  additional  spending  on  income  levels.  We  expect  that  a  multiplier 
effect  will  exist  if  service  sector  employees  are  receiving  higher  wages  and  exuding  higher 
levels  of  spending.  For  example,  if  a  waitress  receives  a  greater  amount  of  tips  than  usual, 
she  may  be  more  inclined  to  make  additional  purchases,  or  even  tip  her  hairdresser  more. 
This  money  will  continue  to  circulate  in  the  state's  economy.  Calculating  this  multiplier 
would  provide  a  compaxison  to  the  traditional  literature  on  fiscal  stimulus  multipliers, 
given  that  this  multiplier  would  reflect  previously  unstudied  sectors.  However,  we  do  not 
have  a  complete  measure  of  the  amount  spent  during  primary  campaigns.  Our  measure  of 
spending  is  a  lower  bound  on  the  actual  amount  of  additional  spending  brought  forth  by 
a  Presidential  primary  campaign,  and  does  not  include  spending  by  the  media,  individual 
spending  by  staffers,  or  the  additional  expenditures  put  forth  by  a  state's  residents  in 
order  to  engage  in  campaign  events.  For  simplicity,  we  will  refer  to  these  additional 
expenses  as  "media  spending"  for  the  remainder  of  the  discussion.  This  mis-measurement 
of  total  spending  makes  it  hard  to  calculate  accurate  multipliers. 

We  assume  that  media  spending  and  our  expenditure  values  are  highly  correlated,^^ 
which  implies  that  our  estimate  of  P\a  wiU  not  be  biased.  However,  this  makes  it  difficult 
to  estimate  the  multiplier.  The  multiplier  tells  us  how  much  total  income  would  grow  with 
an  additional  $1  of  spending.  In  our  setup,  an  additional  $1  of  primary  spending  does  not 
just  account  for  a  $1  increase  in  spending,  as  it  would  also  be  associated  with  an  increase 
in  media  spending.  Because  we  do  not  have  an  accurate  measure  of  media  spending, 
we  are  uncertain  of  the  degree  to  which  media  spending  would  increase,  and  therefore 
cannot  calculate  an  accurate  multipUer.  This  argument  implies  that  multipliers  would  be 
(and  are)  unreasonably  large  (just  over  10).  When  we  instead  run  simulations  varying 
the  amount  of  media  spending,  between  50%  and  100%  of  our  expenditure  values,  our 
estimates  of  remain  statistically  equivalent  to  the  previous  estimates.  This  simulation 
also  produces  lower  and  reasonable  multiplier  estimates  within  ranges  of  media  spending 

*^We  think  this  is  a  valid  assumption  since  a  race  with  greater  primary  spending  may  have  more 
electoral  votes  and  garner  more  media  attention.  Also,  like  candidates,  networks  are  constrained  if  many 
contests  occur  on  the  same  day  and  have  to  spend  less  covering  each  given  state. 
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between  50%  and  100%  of  total  campaign  spending  (between  2  and  3.5).  The  biggest 
difference  between  our  work  and  the  traditional  public  finance  literature  looking  at  local 
multipliers  is  the  lack  of  public  investment  spending  in  this  paper. 

5    Where  is  the  Money  Coming  from? 

A  discussion  of  the  economic  benefit  of  primaries  would  be  incomplete  without  consid- 
ering the  sources  of  these  funds.  In  particular,  concern  may  arise  that  campaign  contri- 
butions from  individuals  within  a  state  are  approximately  equal  to  campaign  spending  in 
that  same  state.  If,  for  example,  Iowa  residents  are  contributing  at  a  higher  rate  than  the 
rest  of  the  country  (especially  at  the  time  of  the  primary),  funds  may  simply  be  moving 
amongst  Iowa  citizens. 

Campaign  spending  differs  from  traditional  government  spending  because  campaigns 
are  financed  through  three  sources:  individual  level  contributions,  federal  matching  funds, 
and  Political  Action  Committee  (PAC)  contributions.  Individual  level  contributions  in 
presidential  races  are  generally  considered  consumption  goods,  where  an  individual  do- 
nates to  a  campaign  if  it  increases  his/her  utility  (Ansolabehere  et  al.  2003).  Thus, 
individuals  who  enjoy  following  poHtics,  as  well  as  those  with  more  resources,  tend  to 
contribute  more  money  to  candidates  and  do  this  more  frequently  (Brady  et  al.  1995). 
While  we  do  not  precisely  know  the  counterfactual,  we  postulate  that  this  money  would 
not  be  spent  in  the  absence  of  primaries,  as  those  who  contribute  in  primaries  tend  to 
be  more  high-income  individuals  whose  budgets  allow  for  some  flexibility  in  spending. 
However,  we  cannot  fully  assess  the  value  of  individuals'  participation  in  the  process, 
where  they  give  their  time,  or  small  dollar  donations  to  the  campaign.  These  resources 
would  likely  be  reallocated  in  the  absence  of  the  race.  An  additional  source  of  "individ- 
ual" funds,  which  are  less  frequently  utilized  in  primary  races,  is  a  candidate's  personal 
expenditures,  which  likely  would  not  be  spent  to  the  same  extent  in  the  absence  of  a  race 
and  are  a  direct  transfer  to  individuals  in  the  service  sector  of  states  with  a  high  degree 
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of  campaigning. 

Second,  paxtial  public  funding  is  available  to  Presidential  primary  candidates  in  the 
form  of  matching  payments  of  up  to  $250  per  individual  contribution.'*^  To  obtain  these 
funds,  candidates  must  become  eligible  and  limit  themselves  to  spending  caps."*^  Again, 
these  funds  differ  from  the  traditional  federal  spending  in  that  they  are  not  targeted  at 
aiming  an  impoverished  area,  but  instead  are  entrusted  to  viable  Presidential  candidates 
■with  intentions  of  getting  out  their  messages  to  help  voters  malte  an  informed  decision. 
There  has  been  little  variation  in  the  total  federal  funds  allocated  for  Presidential  primary 
contests  over  our  full  sample  period  (1976-2008),  and  this  money  can  be  seen  as  a  transfer 
from  all  taxpayers  to  those  receiving  campaigning. 

Third,  candidates  receive  money  from  PACs.  While  PAC  contributions  have  increased 
significantly  since  1976  (FEC  2010),**  candidates  still  receive  most  of  their  money  during 
the  primary  from  individuals  and  matching  funds.  This  is  because  partisan  PACs  gen- 
erally wait  until  a  candidate  has  clinched  the  nomination  to  stand  behind  him.  In  2008, 
candidates  raised  a  total  of  $534  miUion  from  individuals,  $63  million  from  PACs,  and  $21 
million  from  federal  matching  funds.  Similarly,  in  2004,  candidates  raised  $130  million 
from  individual  contributors,  $10  million  from  PACs,  and  $27  from  federal  fiinds.*^ 

Recognizing  that  the  majority  of  campaign  spending  comes  from  individuals,  we  ana- 
lyze the  geographic  sources  of  the  donations  in  Figures  6  -  7  for  2004  and  2008,  respectively. 
We  construct  a  measure,  entitled  Campaign  Ratio,  by  dividing  total  campaign-related  ex- 
penses (i.e.,  money  spent  specifically  on  the  travel-related  activities  for  campaigning,  not 
on  ads,  media,  consultants,  etc.)  in  a  given  state  by  that  state's  total  individual-level 
campaign  contributions.  Thus,  the  greater  the  measure,  the  more  relative  money  that  is 
coming  from  out  of  state  than  being  spent  in  state. 

*^Variation  in  total  federal  funding  will  come  via  tlie  number  of  contributions  as  well  as  the  number  of 
candidates  raising"  the  threshold  amount  to  begin  collecting  federal  dollars  within  each  primary  cycle. 
■^^See  wHw.f  ec  .gov  for  more  on  these  rules. 

^*Also,  see  the  CRP  http :  //www .  opensecrets .  org/pres08/totals  .php?cycle=2008  for  more  trends 
on  giving  and  expenditures. 

Calculations  based  on  Federal  Election  Commission  data  on  Presidential  candidates'  primary 
fundraising. 
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In  Figure  6,  we  see  that  in  eaxly  states  like  Iowa,  New  Hampshire,  South  Carolina, 
Missouri,  Arkansas,  and  Virginia,  there  is  the  greatest  ratio  of  spending  to  contributions. 
States  like  Texas,  Washington,  and  California  had  some  of  the  lowest  ratios  in  2004, 
meaning  that  residents  were  contributing  more  money  than  was  being  spent  in  the  state 
on  campaigns.  Similarly,  Figure  7  shows  that  Iowa,  New  Hampshire,  Wisconsin,  Missouri 
and  Iowa  have  the  highest  amount  of  money  spent  on  primary  campaign  expenditures, 
compared  to  he  total  contributions  by  state  residents.  However,  South  Carolina  and 
Kansas  still  saw  more  money  spent  in  their  states  than  what  their  residents  contributed. 
In  general,  what  we  see  is  a  transfer  of  funds  from  individuals  in  some  states  with  many 
contributors  to  states  early  in  the  primary  process,  or  on  days  with  their  own  contest. 
These  figures  imply  that  the  money  being  spent  during  primaries  is  mostly  coming  from 
outside  the  state.*^ 

6  Conclusion 

This  paper  talces  a  traditional  public  finance  and  macroeconomics  question,  asking  how 
government  spending  affects  local  economies,  and  looks  at  primary  campaign  spending  as 
an  exogenous  shodc  to  previously  unstudied  sectors  of  a  state's  economy.  We  find  that 

this  money  modestly  increases  income  growth  in  a  state.  Specifically,  the  service  sectors 
see  the  largest  effects,  where  the  accommodations  sector  seems  to  be  the  main  source  of 
this  finding. 

While  other  papers  have  investigated  the  ability  of  early  primaries  to  influence  policy, 
as  candidate's  attempt  to  appease  early  state's  preferences  in  order  to  clench  the  nomi- 
nation early  (Malhotra  and  Snowberg  2011),  our  paper  is  the  first  to  show  the  economic 
value  of  hosting  a  primary  race.  We  also  find  that  when  there  are  few  candidates  in 
the  race,  it  is  more  valuable  to  have  a  primary  race  that  occurs  independently  of  other 
states,  maldng  a  Super  Tuesday  primary  less  valuable  in  terms  of  spending  and  economic 

Again,  we  do  not  look  at  small  donations  or  within-state  volunteering  as  inputs. 
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growth.  This  paper  provides  additional  incentives  for  states  to  move  their  primaries  up 
in  the  ordering,  though  to  do  so  strategically. 

Additionally,  this  paper  provides  a  new  insight  on  fiscal  stimulus.  While  previous 
work  has  established  a  link  between  government  spending  and  increases  in  emplojanent, 
earnings,  and  income,  this  paper  asserts  that  additional  spending  in  states'  service  sectors 
provide  short-run  increases  to  personal  earnings  on  the  intensive  margin.  Thus,  when 
individuals  are  greeted  with  a  political  campaign,  they  should  relish  in  the  stimulus  this 
provides  (and  the  transfers  from  individuals  in  other  states  that  allow  this  to  occur).  A 
federal  re-ordering  of  the  primary  calendar  may  best  be  structured  to  help  states  with 
strugghng  service  sectors. 

As  policymakers  continue  to  reform  campaign  finance  legislation,  they  should  consider 
the  potential  positive  effects,  though  short-run  and  sector-specific,  that  can  ensue  from 
campaign  spending  in  states. 
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Figures 


Figure  1:  Number  of  primaries  over  time 
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Figure  2:  Primary  Length  and  GDP 
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Figure  4:  Primary  Status  Between  2004  and  2008 


I      I  Primaries  Both  Yaara 
I  Primaiy  In  2008,  not  2004 
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Figure  6:  Campaign  Expenditures  and  Contributions  in  2004 


Figure  7:  Campaign  Expenditures  and  Contributions  in  2008 
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Tables 


Table  1:  Dates  when  only  one  candidate  remains  by  party 


Republicans 

Democrats 

Date  Clinched 

Nominee 

Date  Clinched 

Nominee 

1976 

8  June 

Gerald  Ford 

8  June 

Jimmy  Carter 

1980 

1  May 

Ronald  Reagan 

4  June 

Jimmy  Carter 

1984 

No  Contest 

Ronald  Reagan 

5  June 

Walter  Mondale 

1988 

15  March 

George  H.W.  Bush 

7  June 

Michael  Dulcakis 

1992 

No  Contest 

George  H.W.  Bush 

2  June 

Bill  Clinton 

1996 

5  March 

Bob  Dole 

No  Contest 

Bill  Clinton 

2000 

9  March 

George  W.  Bush 

9  March 

Al  Gore 

2004 

No  Contest 

George  W.  Bush 

11  March 

John  Kerry 

2008 

4  March 

John  McCain 

3  June 

Barack  Obama 

Notes:  President  Carter  had  a  very  low  approval  rating  and  was  forced  by  the  DNC 
to  run  in  the  primary  in  1980.  No  Contest  meems  that  there  were  no  contenders 
against  the  incumbent  president. 


Table  2:  Spending  by  Primary  Existence 


Primary  Status  Total  Spending  Campaign  Spending 

Primary  in  current  quarter 
Average 
Median 

25th  Percentile 
75th  Percentile 
Observations 
Primary  in  next  quarter 

Average 
Median 
25th  Percentile 
75th  Percentile 
Observations 
No  primary 


Average  861,762  372,993 

Median  99,962  35,286 

25th  Percentile  16,191  4,207 

75th  Percentile  533,750  255,636 
Observations                             624  624 


Total  Spending  includes  all  money  spent  by  campaigns  (in  $s). 

Campaign  Spending  removes  ad  and  media  expenditures  from  Total  Spending. 

Compares  quarter /states  with  and  without  primary  elections 

in  2003-2004,  2007-2008. 


1,507,529 

423,584 
86,755 
1,487,526 
89 


703,237 
222,641 
55,653 
721,901 
89 


1,733,553 
276,206 
33,115 

1,336,009 
89 


638,328 
138,157 
27,522 
679,948 
89 
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Table  3:  Primary  Existence  Predicts  Primary  Campaign  Expenditures 


Dependent  Variable=Spending  Growth 


(1) 

(2) 

Primary 

1.128*** 

1.218*** 

(0.281) 

(0.335) 

Primaxy  on  Super  Tuesday 

-0.481 

-0.693* 

(0.341) 

(0.392) 

Battleground  State 

-1.500*** 

-1.688*** 

(0.222) 

(0.229) 

Observations 

658 

658 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies.  Column  (2)  includes  state  fixed  effects. 

Primarj''  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign 
in  the  given  state  and  given  quarter  or  following  quarter. 


Table  4:  Primary  Elections  Increase  Income  Growth 


Dependent  Variable=;Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

(4) 

Income 

Services 

Accommodations 

Retail  Trade 

1974-2009 

1974-2001 

1990-2009 

1974-2009 

Primary 

0.00525*** 

0.00761*** 

0.00473** 

0.000798 

(0.000678) 

(0.000958) 

(0.00227) 

(0.000970) 

Primary  on  Super  Tuesday 

-0.00399** 

-0.0140*** 

-0.0146*** 

-0.00746** 

(0.00188) 

(0.00316) 

(0.00486) 

(0.00294) 

Battleground  state 

0.000202 

-0.000194 

-0.00214* 

0.000474 

(0.000576) 

(0.000842) 

(0.00125) 

(0.000736) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  pai'enth 

eses.  *  p  <  0.10,  **  p  <  0.05, 

***  p  <  0.01 

Includes  quarter  dummies.  State-quarter  observations. 
Drops  lA,  NH,  SC. 

Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  in  the  given  state 
and  given  quarter  or  following  quarter. 
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Table  5:  Primary  Elections  Increase  Income  Growth  (state  fixed  effects) 


Dependent 

Variable  = 

Per  Capita 

Income  Growth 

(1) 

(2) 

(3) 

(4) 

Income 

Services 

Accommodations 

Retail  Trade 

1974-2009 

1974-2001 

1990-2009 

1974-2009 

Primary 

0.00528*** 

0.00764*** 

0.00497** 

0.000833 

(0.000492) 

(0.000635) 

(0.00215) 

(0.000679) 

Primary  on  Super  Tuesday 

-0.00401* 

-0.0137*** 

-0.0153*** 

-0.00771** 

(0.00210) 

(0.00295) 

(0.00400) 

(0.00303) 

Battleground  state 

0.000378 

-0.000154 

-0.00188* 

0.000531 

(0.000509) 

(0.000849) 

(0.00107) 

(0.000642) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies  and  state  fixed  eifects.  State-quarter  observations. 
Drops  lA,  NH,  SC. 

Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  in  the  given  state 
and  given  quarter  or  following  quarter. 


Table  6:  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000541*** 

0.00134*** 

0.000606*** 

(0.000155) 

(0.000259) 

(0.000215) 

Battleground 

0.000768 

-0.00938*** 

-0.00333** 

(0.00125) 

(0.00187) 

(0.00153) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 

*p<  0.10,  "  p  <  0.05,  ***  p  <  0.01 

Includes  quarter  dummies.  State-quarter  observations. 

Drops  lA,  NH,  SC. 
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Table  7:  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000520*** 

0.00128*** 

0.000586*** 

(0.000134) 

(0.000267) 

(0.000207) 

Battleground 

0.000222 

-0.0125*** 

-0.00430** 

(0.00120) 

(0.00221) 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 
*  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 

Includes  quarter  dummies  and  state  iixed  effects. 
State-quarter  observations.  Drops  lA,  NH,  SC. 
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Appendix  A:  Data  Appendix 


Table  8:  Summary  Statistics 


Mean 

Standard 
deviation 

Minimum 

Maximum 

Full  Sample 

Income  growth 

0.0128 

0.0147 

-0.1020 

0.1833 

Services  income  growth 

0.0209 

0.0171 

-0.2070 

0.3299 

Accommodations  income  growth 

0.0107 

0.0237 

-0.4903 

0.3630 

Retail  trade  income  growth 

0.0110 

0.0173 

-0.2736 

0.2800 

Primary  dummy 

0.1011 

0.3015 

0 

1 

Super  Tuesday  dummy 

0.0146 

0.1200 

0 

1 

Battleground  dummy 

0.0984 

0.2978 

0 

1 

Only  for  election  years 

Primary  dummy 

0.4156 

0.4930 

0 

1 

Super  Tuesday  dummy 

0.0600 

0.2376 

0 

1 

Battleground  dummy 

0.4044 

0.4909 

0 

1 

2004-2008  Sample  Only 

Income  growth 

0.0143 

0.0284 

-0.0443 

0.2404 

Accommodations  income  growth 

0.0110 

0,0294 

-0.0752 

0.2158 

Retail  trade  income  growth 

0.0031 

0.0222 

-0.0857 

0.1458 

Campaign  spending  growth 

-0.4350 

3.0736 

-12.0499 

9.3338 

Campaign  spending  growth* 

0.4401 

1.7784 

-8.8538 

8.8708 

Campaign  spending  growth** 

-0.7289 

3.3502 

-12.0499 

9.3338 

Battleground  Dummy 

0.2475 

0.4318 

0 

1 

Super  Tuesday  dummy 

0.0437 

0.2047 

0 

1 

Only  for  election  yeaxs 

Battleground  dummy 

0.4950 

0.5006 

0 

1 

Super  Tuesday  dummy 

0.0875 

0.2829 

0 

1 

*  Indudes  only  periods  with  primaries. 
**  Includes  only  periods  without  primaries. 
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Table  9:  Variables  Collected 


Variable 


Measured 


Years 


Source 


Primaxy  Dates 
Clinch  Dates 
Battleground  States 


Income 

Services  Income 
Accommodations  Income 
Retail  Income 
Population 
GDP 

Unemployment 
Campaign  expenditures 


Date  each.  Presidential  primary  was  held,  by  state  and  party 

Date  Presidential  candidate  was  last 
remaining  in  contest  for  party  nomination 

Competitive  States  in  election  based  on  polls 
(<  10  perecentage  points  between  winner  and  loser) 
Competitive  states  ia  election  based  on  ex-post  results 
(<  10  perecentage  poiats  between  winner  and  loser) 

Quarterly  state  earnings 

Quarterly  state  earnings  ia  the  "service"  sector 

Quarterly  state  earnings  in  the  accommodations  sector 

Quarterly  state  earniogs  ia  the  retail  sector 

Annual  state  population  iaterpolated  by  quarter 

Annual  state  GDP 

Annual  state  unemplojrment  rate 

All  expenses  by  Presidential  primary  candidates 
spent  in  pursuit  of  the  primary  race 
Includes:  administrative  and  campain  expenses,  i.e. 
hotel  rooms,  meals,  local  polling,  Get-out-the-Vote, 
campaign  events,  money  spent  by  staffers  for  catering 
meetings,  rent,  utilities,  cable,  iatemet,  administrative 
supplies,  staffer  travel.  Does  not  include  advertisemfints 


1976-2008    Green  Papers  (for  primaries) 

!F!rontloadiag  HQ  (for  caucuses) 

1976-2008    Various  sources 


1996-2008    Intrade  Prediction  markets, 
David  Leip's  Polling  Report 
1976-1992    David  Leip's  Election  Results 

1974^2008    Bureau  of  Economic  Analysis 
(BEA) 

1974-2001  BEA 

1990-2008  BEA 

1990-2008  BEA 

1974-2008  Census 

1974-2008  BEA 

1974-2008  BLS 

2004^2008  Center  for  Responsive  Politics 


Table  10:  Variables  Measured 


Variable 

Measured 

Primary  Dummy 

Dummy  Variable  =  1  if  there  was  a  primary  in  state  i  in  quarter  t  ov  t  +  1 
based  on  state  primary  dates  and  clinch  dates 

Battleground  States 

Dummy  Variable=l  if  state  i  was  competitive  in  election  year,  and  primary 
nommation  cliached  for  at  least  one  party  at  time  t 

Primary  on  Super  Tuesday 

Dummy  Variable=l  if  state  i  had  primary  at  time  t  and  that  day 
had  the  highest  number  of  primary  elections  during  that  cycle 

Per  Capita 
Income  Growth 

/    Incomet    \      Inir  1    Inco^iet-i  A 
'"f  ^Population,  y      ^"6  ^Populationj_i_/ 

±  CJ.    \JChLJXliai  UJCJ.  VXt.'CO 

Income  Growth 

SflTYna  flQ  inpniTiP   KiTf"  rtTilv  Tf\r  1074.-9001 

Per  Capita  Accommodations 
Income  Growth 

Same  as  income,  but  only  for  1990-2008 

Per  Capita  Retail 
Income  Growth 

Same  as  income,  but  only  for  1990-2008 

Population 

Annual  population  data,  by  state  (interpolated  by  quarter) 

Spending  Growth 

Zo5(Spendingt)  -  log(Spcndingj_i) 

Per  Capita  Spending  Growth 

,      (  Spending.  \      ,      /  Spending,_i  \ 
'"f  V  Population,  )            \  Population,.!  / 
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Appendix  B:  Election  Information 


Table  11:  Battleground  states  by  year 


Alabama 

1980,  1992, 1996 

Alaska 

1992 

Arizona 

1992, 

1996, 

2000, 

2008 

Arkansas 

1980, 

2000, 

2004 

California 

1976, 

1988 

Colorado 

1968, 

1988, 

1992, 

1996,  2000,  2004,  2008 

Connecticut 

1980, 

1992, 

1996, 

2008 

Delaware 

1976, 

1980, 

1992, 

2004 

Florida 

1976, 

1992, 

1996, 

2000,  2004,  2008 

Georgia 

1992, 

1996, 

2008 

Hawaii 

1976, 

1980, 

1988, 

2004 

Illinois 

1976, 

1980, 

1988 

Indiana 

1976, 

1992, 

1996, 

2008 

Iowa 

1984, 

1992, 

2000, 

2004,  2008 

Kansas 

1976, 

1992 

Kentucky 

1976, 

1980, 

1992, 

1996 

Louisiana 

1976, 

1980, 

1992, 

2000 

Maine 

1980, 

1992, 

2000, 

2004 

Maryland 

1976, 

1980, 

1984, 

1988 

Massachusetts 

1980, 

1984, 

1988 

Michigan 

1976, 

1980, 

1988, 

1992,  2000,  2004 

Miimesota 

1980, 

1984, 

1988, 

2000,  2004 

Mississippi 

1976, 

1980, 

1992, 

1996 

Missouri 

1968, 

1976, 

1980, 

1988,  1996,  2000,  2004,  2008 

Montana 

1980, 

1988, 

1992, 

1996,  2008 

Nevada 

1976, 

1992, 

1996, 

2000,  2004 

New  Hampshire 

1992, 

1996, 

2000, 

2004,  2008 

New  Jersey 

1976, 

1992, 

2004 

New  Mexico 

1976, 

1988, 

1992, 

1996,  2000,  2004 

New  York 

1976, 

1980, 

1984, 

1988 

North  Carolina 

1980, 

1992, 

1996, 

2008 

North  Dakota 

1976, 

1996, 

2008 

Ohio 

1968, 

1976, 

1992, 

1996,  2000,  2004,  2008 

Oklahoma 

1976, 

1992, 

1996 

Oregon 

1968, 

1976, 

1980, 

1988,  1992,  1996,  2000,  2004 

Permsylvania 

1968, 

1976, 

1980, 

1984,  1988,  1992,  2000 

Rhode  Island 

1984 

South  Carolina 

1980, 

1992, 

1996, 

2008 

South  Dakota 

1976, 

1988, 

1992, 

1996,  2008 

Tennessee 

1980, 

1992, 

1996, 

2000 

Texas 

1976, 

1992, 

1996 

Vermont 

1980, 

1988, 

2000 

Virginia 

1976, 

1992, 

1996, 

2000,  2004,  2008 

Washington 

1976, 

1988, 

2000, 

2004 

West  Virginia 

1980, 

1988, 

2000 

Wisconsin 

1968, 

1972, 

1976,  1980,  1984,  1988,  1992,  2000 

Wyoming 

1992 
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Table  12:  Super  Tuesday  states  by  year 


Alabama 

1980, 1984,  1988,  2008 

Alaslca 

1980,  2008 

Arizona 

2008 

Arhansas 

1976,  1988,  2008 

California 

2000,  2004,  2008 

Colorado 

1996 

Connecticut 

1996,  2000,  2004,  2008 

Delaware 

1992,  2008 

Florida 

1980,  1984,  1988,  1992 

Georgia 

1980,  1984,  1988,  1996,  2000,  2004,  2008 

Hawaii 

1980,  1984,  1988,  2000 

Idaho 

1976,  2008 

Illinois 

2008 

Kansas 

1988,  2008 

Kentucky 

1976,  1988 

Louisiana 

1992 

Maine 

1996,  2000 

Maryland 

1988,  1996,  2000,  2004 

Massachusetts 

1984,  1988,  1996,  2000,  2004,  2008 

Minnesota 

1996,  2000,  2004,  2008 

Missouri 

1988,  1992,  1996,  2000,  2008 

2008 

Nevada 

1976, 1984,  1988 

New  Jerse5r 

2008 

New  Mexico 

2008 

New  York 

2000,  2004,  2008 

North  Carolina 

1988 

North  Dakota 

2000,  2004,  2008 

Ohio 

2000,  2004 

Oklahoma 

1980,  1984,  1988,  1992,  2008 

Oregon 

1976 

Rhode  Island 

1984,  1988,  1992,  1996,  2000,  2004 

Tennessee 

1976,  1988,  1992,  2008 

Texas 

1988,  1992 

Utah 

2008 

Vermont 

1996,  2000,  2004 

Virginia 

1988 

Washington 

1980, 1984,  1988,  2004 

West  Virginia 

2007 
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Appendix  C:  Robustness 

Table  13:  Per  Capita  Campaign  Expendittares  Modestly  Increase  Income  Growth 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000542*** 

0.00134*** 

0.000607*** 

(0.000155) 

(0.000259) 

(0.000215) 

Battleground  State 

0.000769 

-0.00938*** 

-0.00333** 

(0.00125) 

(0.00187) 

(0.00153) 

Observations 

658 

658 

658 

Robust  standard  errors  in  paxentheses. 

*  p  <  0.10,  ** 

p  <  0.05,  ***  p  <  0.01 

Includes  quarter  dummies.  State-quaxter  observations. 
Drops  lA,  NH,  SC. 

Table  14:  Per  Capita  Campaign  E3q)enditures  Modestly  Increase  Income  Growth  (state 
fixed  effects) 


Dependent 

Variable= 

Per  Capita 

Income  Growth 

(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000521*** 

0.00128*** 

0.000587*** 

(0.000134) 

(0.000267) 

(0.000207) 

Battleground 

0.000223 

-0.0125*** 

-0.00430** 

(0.00120) 

(0.00221) 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies  and  state  fixed  effects. 
State-quarter  observations.  Drops  lA,  NH,  SC. 
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Table  15:  Results  are  robust  restricting  sample  to  2004  and  2008  expenditures  sample 


(1) 
Income 

(2) 
Accom. 

(3) 
Retail 

Primary 

0.00734*** 
(0.00162) 

0.0131*** 
(0.00273) 

0.00680*** 
(0.00196) 

Primary  on  Super  Tuesday 

-0.000656 
(0.00301) 

-0.00935** 
(0.00443) 

-0.00731* 
(0.00438) 

Battleground  State 

-0.000263 
(0.00123) 

-0.0114*** 
(0.00188) 

-0.00411*** 
(0.00147) 

Observations 

658 

658 

a58 

Robust  standard  errors  in  parentheses 

Includes  quarter  dummies 

*  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 

Primary  is  a  duimay  for  whether  or  not  there  is  a  primary  campaign  in  the 
given  state  and  given  quarter  or  following  quarter. 
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CHAPTER  23:  EXPENDITURE  MULTIPLIER 
Consumption  and  Savings  Function: 

n  Consumption  is  primarily  a  function  of  Yd  (disposable  income)  or  "after-tax"  income.  Although  it 
is  also  influenced  by  the  rate  of  interest,  expectations  about  future  Yd,  wealth  effects  etc. 

n  if  plot  Consumption  as  a  function  of  Yd  it  will  have  a  positive  vertical  intercept  ('autonomous 
consumption')  and  a  positive  slope  but  less  than  one  (i.e,  the  slope  of  the  consumption  function  is 
the  coefficient  on  Yd  in  the  Consumption  equation  and  represents  the  Marginal  Propensity  to 
Consume  (MPC).  Therefore,  0<MPC<1 

n  if  plot  the  consumption  function  versus  a  45  degree  line  (with  the  mathematical  property  that  any 
point  on  the  45  degree  line  has  the  same  vertical  coordinate  as  horizontal  coordinate,  or  x  =  y)  then 
where  Consumption  intersects  the  45  degree  line  is  referred  to  as  "breakeven  level  of  Yd". 

n  at  Yd  <  Yd  breakeven,  then  C  >  Yd  (the  individual  is  'dissaving'  as  savings  <0) 

n  at  Yd  >  Yd  breakeven,  then  C  <  Yd  and  the  individual  is  "saving".  Savings  >0. 

n  the  Savings  function  is  derived  from  the  consumption  function  (if  the  consumption  function  changes 
then  so  does  the  savings  function).  For  example,  if 

C  =  a  +  b  (Y  - 1)  where  a>0,  0<b<l  and  Yd=  Y-T 

then  the  impUed  savings  function  is: 

S  =  -  a  +  (1-b)  (Y  -  T)       where  (1-b)  =  MPS  (marginal  propensity  to  save) 
Note:  MPC  +  MPS  =  1 

n  Mathematical  example: 

if  C  =  1000  +  0.80  (Y  -T)  then  the  impHed  savings  function  is: 

S  =  -1000  +  0.20  (Y  -  T) 
where  MPC  =  0.80  and  MPS  =  0.20.  See  the  graphs  pg.  529 

Effects  of  other  variables  on  Consumption  function: 

n  if  the  interest  rate  falls  or  expected  future  disposable  income  increases,  then  the  consumption 
function  shifts  upwards  and  the  implied  savings  function  shifts  downwards  (see  pg.  53 1) 

Other  Components  of  Aggregate  Expenditure  (AE): 

i)  Investment  function: 

n  depends  on  interest  rate,  expected  future  profits.  Not  related  to  cuiTent  GDP  or  Yd.  Therefore,  if 
we  plot  the  investment  function  in  diagram  with  Investment  expenditures  on  the  vertical  axis  and 
real  GDP  on  the  horizontal  axis,  the  Investment  (I)  line  is  hori2X)ntal  at  lo.  That  is,  we  assume  that: 

I  =Io. 

ii)  Government  expenditures: 

n  changes  in  government  expenditiures  (G)  or  taxes  (T)  represents  a  "fiscal  policy"  decision  of  the 
federal  government.  Therefore,  a  change  in  G  is  a  policy  choice  and  does  not  respond 
automatically  to  the  level  of  GDP  (Y).  So  in  a  diagram,  G  is  also  assumed  to  be  autonomous, 
G  =  Go. 

iii)  Exports: 

n  exports  represent  Canadian  goods  sold  abroad.  The  level  of  exports  will  depend  primarily  on  the 
Canadian  price  level  (P),  foreign  price  level  (Pf),  the  exchange  rate  (E)  and  foreign  GDP  (Yf). 
Therefore,  once  again,  X  does  not  respond  to  the  level  of  Canadian  GDP  so  exports  are 
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autonomous. 

X  =  Xo. 

iv)  Imports: 

n  depends  on  relative  prices  (Canadian  and  foreign  prices),  the  exchange  rate  (E),  and  Canadian  GDP 
(Y).  As  GDP  (Y)  tacreases,  we  buy  more  goods  and  services  and  some  of  these  vwll  be  imported 
from  the  rest  of  the  world.  Therefore, 

Imports  (M)  =  m  Y  where  0<m<l  and  m=MPM  (marginal 

propensity  to  import) 


Aggregate  Expenditure  function  (AE); 

n  will  have  a  positive  intercept  (see  graph  pg.  534) 
n  the  slope  of  the  AE  function  is  given  by: 

n  slope  of  AE  =  MFC  (1-t)  -  MPM         where  0<t<l 

and  t  represents  the  tax  rate 
n  Note  if  we  have  lump  sum  taxes,  T  =  To  ( a  constant)  then  t=0  and  the  slope  of  the  AE  function  is 
just  =  MPC  -  MPM 

n  Numerical  Example: 

If  MPC  =  0.80,  MPM  =  0.10  andt  =  0.25  then  the  slope  of  the  AE  function  is: 
slope  of  AE  =  0.80  (1  -  0.25)  -  0.10 
slope  of  AE  =  0.50 

Equilibrium  GDP  m: 

n  when  AE  =  Y  planned  spending  =  production)  we  have  an  equilibrium 

n  graphically  this  occurs  anywhere  along  the  45  degree  line  with  AE  on  the  vertical  axis  and  real  GDP 
(Y)  on  the  horizontal  axis.  Specifically,  the  equilibrium  is  where  the  given  AE  function  intersects 
the  45  degree  line,  (see  pg.  536) 

Calculation  of  Equilibrium  GDP  (Y): 

n  Suppose  you  are  given  the  following  equations: 

C  =  1000  +  0.80  (Y-  T) 

I  =  180 

G  =  100 

X  =  200 

M  =  0.20  Y 

T  =  100 

n  To  find  equilibrium  GDP,  follow  these  steps: 

n  Step  1 :  Calculate  the  AE  equation  by  adding  C,  I G,  X  and  M  together  and  substitute  the  T  value 
into  the  consumption  equation 

AE  =  C  +  I  +  G  +  X-  M 
so       AE  =  1000  +  0.80(Y  -100)  +  180  +  100  +  200  -  0.20  Y 
or       AE  =  1400  +  0.60  Y 
-Step  2:  Impose  the  equilibrium  condition,  AE  =  Y 
so       1400  +  0.60  Y  =  Y 
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and  since  the  equilibrium  condition  has  been  imposed,  the  value  of  Y  solved  for  is  then 
equiUbrium  Y. 

n  Step  3:  Solve  for  equiUbrium  GDP 
0.40  Y  =  1400 
so    Y  =  3500 

The  Multiplier; 

n  the  definition  oftheraultipUer  is:  multiplier  =  change  in  equihbrium  Y 

change  in  autonomous  spending 

n  the  formula  for  the  expenditure  multiplier  is:  multipher  =  1  

1  -  slope  of  AE  function 

Example:  If  the  MFC  =  0.80,  t  =  0,  and  MPM  =  0.05  then 
the  slope  of  the  AE  function  is  =  0.75  and  the  multiplier  is  =  4 

Therefore,  for  everyone  $1  increase  in  spending  (whether  it  be  from  C,  I,  G,  X)  it  will  generate  a  $4 
increase  in  equihbrium  GDP. 


n  continuing  the  example  from  above  where  equilibrium  Y  =  3500,  if  full  employment  GDP  (Y*)  = 
4300  then  in  order  to  get  to  fuiU  employment  GDP  the  govermnent  could  increase  its  spending  by 
200  (once  subject  to  the  multipher,  the  overall  increase  in  GDP  is  going  to  be  $800  bringing  the  new 
equihbrium  GDP  level  to  $4300  (=Y*) 

The  Lump  sum  Tax  multiplier; 

n  if  the  govermnent  has  a  lump  sum  tax  (so  the  tax  rate,  t  =  0),then  a  $  1  increase  in  taxes  would 
reduce  Consumption  expenditures  by  the  value  of  the  MPC  (eg  0.80).  This  reduction  in 
expenditures  is  then  subject  to  the  multiplier.  The  end  result  is  that  when  taxes  (T)  change, 
equihbrium  GDP  changes  according  to  the  value  of  the  tax  multipher, 

n  definition  of  the  tax  multipher:         tax  muhipher  =  -  MPC  

1  -  slope  of  the  AE  function 

Example: 

If  the  MPC  =  0.80,  t  =  0  and  MPM  =  0.05  then  the  tax  multipher  is: 
tax  multipher  =  -0.80 

1    -  0.75 

then  the  tax  multiplier  is  -3.2 

The  tax  multipher  is  always  a  negative  number  because  from  the  definition  of  the  tax  multipher  above, 
we  know  that  if  taxes  increase  (decrease),  then  real  GDP  will  decrease  (increase)  so  the  tax  multipher 
is  negative. 

n  you  use  the  tax  multipher  to  determine  the  required  change  in  taxes  to  bring  about  fidl  employment 

GDR  Suppose  again  that  Y  (eq'l)  =  3500  and  Y*  =  4300  and  the  tax  multipher  is  -3.2 
then  from  the  definition  of  the  tax  multiplier: 

tax  multipher  =  change  in  equilibrium  GDP 
change  in  taxes  (lump  sum) 
so  if  the  tax  multipher  is  -3.2  and  to  get  to  ftiU  employment  GDP  we  want  the  change  in  equihbrium 
GDP  to  be  +$800,  then  the  change  in  taxes  should  be  =  800/-3.2  or  =  -$250 
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The  Multiplier  and  the  Price  Level; 

n  the  price  level  (P)  was  held  constant  in  deriving  the  AE  function.  Therefore,  if  the  price  level 
changes  it  will  shift  the  AE  curve  (due  to  the  wealth  effect  and  the  substitution  effects,  see  page 
543). 

n  specifically,  if  the  price  level  increases,  AE  shifts  down  (the  iacrease  in  price  reduces  real  wealth 
and  encourages  international  and  intertemporal  substitution  so  consumption  expenditures  decrease 
and  imports  increase  lowering  equilibrium  GDP).  See  graphs  on  page  544. 

Derivation  of  the  AD  curve: 

n  can  derive  the  AD  curve  (from  chapter  22)  by  changing  the  price  level  and  tracing  out  what 
happens  to  equilibrium  GDP  following  the  shift  iti  the  AE  curve.  See  page  544. 

n  we  can  also  trace  out  the  effects  of  changes  in  other  variables  (eg  changes  in  the  interest  rate  or 
exchange  rate  etc)  on  the  AD  curve  itself.  See  page  545.  If  the  AE  curve  shifts  upwards  due  to  any 
effect  but  a  change  in  price,  then  the  AD  curve  wiU  shift  ia  response.  See  page  545. 

Note:  you  should  read  over  the  Appendix  to  Chapter  23  (the  mathematical  note  at  the  end  of  the 
chapter). 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Labor  and 
Industrial  Relations,  the  Department  of  Transportation,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Jackson  County  Legislators, 
Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of 
Cape  Girardeau,  the  City  of  Kirksville,  the  City  of  Mexico,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical 
College,  Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis 
Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  starting  at  about  $67,000. 
Local  governmental  entities  estimate  no  impact  to  operating  costs.  Any  potential  impact  to  state 
and  local  governmental  revenues  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-055) 


Subject 

Initiative  petition  from  Bradley  Ketcher  regarding  a  proposed  constitutional  amendment 
to  Article  III.  (Received  November  4,  2013) 

Date 

November  25,  2013 
Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  and  the  Missouri  Ethics  Commission. 

Marc  EUinger  provided  information  as  an  opponent  of  the  proposal  to  the  State  Auditor's 
office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  known  fiscal  impact. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 
there  is  no  anticipated  state  cost  to  the  foundation  formula  associated  with  this  proposal. 
To  the  extent  fine  revenues  exceed  2004-2005  collections,  any  increase  in  this  money 
distributed  to  school  districts  increases  the  deduction  in  the  foundation  formula  the 
following  year.  Therefore,  the  affected  districts  will  see  an  equal  decrease  in  the  amount 
of  funding  received  through  the  formula  the  following  year;  unless  the  affected  districts 
are  hold-harmless,  in  which  case  the  districts  will  not  see  a  decrease  in  the  amount  of 
funding  received  through  the  formula  (any  increase  in  fine  money  distributed  to  the  hold- 
harmless  districts  will  simply  be  additional  money).  An  increase  in  the  deduction  (all 
other  factors  remaining  constant)  reduces  the  cost  to  the  state  of  funding  the  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  determined  the 
estimated  cost  or  savings  are  zero  to  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  department. 


Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  has  no  impact  on 
their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

This  specific  petition  prohibits  the  counting  of  an  otherwise  genuine  signature  of  a 
registered  voter  on  a  petition  because  of  the  signature  means,  manner,  medium,  form  or 
format  used  by  the  registered  voter.  These  signatures  are  still  subject  to  the  other 


requirements  set  forth  in  Chapter  116  that  require  a  certain  form  of  the  petition  itself  and 
that  set  forth  submission  procedures  for  the  petition  (i.e.  pages  are  submitted  all  at  one 
time,  in  order,  and  numbered  sequentially  by  county  and  every  page  has  the  full  text  of 
the  proposed  measure  attached).  The  signature  pages  of  the  petition  also  are  required  to 
be  submitted  in  the  approved  form  of  the  sample  petition.  Additionally,  it  is  assumed  that 
the  "genuine  signature"  language  used  in  the  petition  will  prohibit  the  counting  of 
signatures  that  the  registered  voter  does  not  personally  sign,  including  certain  electronic 
signatures.  This  assumption  is  consistent  with  the  requirements  of  Section  116.130, 
RSMo,  in  checking  signatures  against  voter  registration  records  and  continuing  the 
current  process  of  signature  verification. 

Due  to  these  other  restrictions  and  the  above  assumptions,  there  should  be  no  significant 
costs  or  savings  other  than  the  stated  publication  costs. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  they  anticipate  a  drop  in  sales  tax  revenues  due  to 
Section  16(a),  which  severely  limits,  and  drastically  reduces  from  current  levels,  lobbyist 
expenditures  to  Missouri  legislators.  Attached  is  printout  from  a  website  containing  a 
November  1,  2013  report  compiled  by  St.  Louis  Public  Radio  and  National  Public  Radio 
that  lists  lobbyist  expenditures  in  Missouri.  For  the  previous  24-month  period,  Missouri 
lobbyists  spent  $1,865,960.00.  Because  the  State  Capitol  is  in  Cole  County,  it  would  be 
reasonable  to  assume  that  a  substantial  portion  of  this  amount  was  spent  on  goods  and 
services  in  Cole  County.  Eliminating  these  expenditures  would  result  in  a  loss  of  sales 
tax  dollars  to  the  county.  Also  lost  would  likely  be  the  jobs  of  employees  in  those 
industries  providing  goods  and  services  for  lobbyist  activities  and  expenditures  or 
possibly  the  closing  of  those  businesses  altogether,  which  both  would  reduce  even  more 
sales  tax  revenues  in  the  county. 
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Companies  and  otner  organizations  witn  an  interest  in  Missouri  state  government  hire 
lobbyists  to  influence  policy  in  Jefferson  City  State  law  requires  lobbyists  to  disclose 
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Officials  from  Greene  County  indicated  they  do  not  believe  this  initiative  petition  will 
have  a  significant  impact  on  their  county. 

Officials  from  the  City  of  Columbia  indicated  no  fiscal  impact  on  their  city. 

Officials  from  the  City  of  Jefferson  previously  responded  to  this  fiscal  note  request 
stating  that  there  would  be  no  fiscal  impact  to  the  city.  However,  upon  further  review, 
several  parts  of  the  petition  did  not  load  correctly  and  were  not  reviewed.  Based  on  that 
subsequent  review  they  would  like  to  amend  their  answer  to  the  following: 

It  is  anticipated  that  Section  16(a)  would  have  a  negative  fiscal  impact  on  Jefferson 
City.  As  Jefferson  City  is  the  State  Capitol  of  Missouri,  it  is  expected  that  a  significant 
portion  of  the  funds  at  issue  in  this  section  are  spent  in  Jefferson  City.  Based  on  that,  it  is 
anticipated  that  if  the  limit  proposed  in  this  section  were  to  be  enacted  there  would  be  a 
decrease  in  sales  tax  resulting  in  a  negative  fiscal  impact  to  Jefferson  City. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Kirkwood  indicated  there  is  no  anticipated  fiscal  impact  on 
their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  this  would  have  no  financial  impact  on 
their  city. 

Officials  from  Cape  Girardeau  63  School  District  indicated  they  do  not  believe  there 
would  be  any  cost  or  savings  to  their  school  district  as  a  result  of  this  petition. 

Officials  from  the  Missouri  Ethics  Commission  indicated  the  costs  related  to  the 
proposed  legislation  are  not  inclusive  in  our  current  budget. 

The  total  estimated  costs  on  all  state  funds  is  $67,392  for  FY  2014,  $61,004  for  FY  2015, 
and  $61,629  for  FY  2016. 

The  proposed  language  is  a  Constitutional  amendment  and  does  not  explicitly  provide 
enforcement  powers  to  the  Missouri  Ethics  Commission.  Any  enforcement  would  be 
provided  through  existing  statutory  authority  to  receive  complaints  or  to  conduct  audits. 

Any  additional  enforcement  powers  would  require  enabling  language  to  be  passed  in 
Chapter  105  and/or  Chapter  130  to  provide  the  necessary  specific  authority  for 
enforcement.  Below  is  the  affect  the  proposed  language  would  have  on  our  agency. 

Prohibiting  a  member  of  the  general  assembly  and  their  employees/staff  from  acting, 
serving,  or  registering  as  a  lobbyist  for  a  specified  period  of  time  after  leaving  office 
would  require  the  following  of  the  MEC: 


•  Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

•  Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant 
increase  of  complaints  would  require  additional  Commission  resources,  including 
investigative  staff. 

Prohibiting  a  member  of  the  general  assembly  and  their  employees/staff  from  accepting 
or  receiving  compensation  of  any  as  a  paid  political  consultant  for  another  individual  who 
is  a  candidate  or  holding  the  office  of  a  state  representative  or  state  senator,  or  the 
candidate  committee  of  such  candidate  or  office  holder  as  defined  in  Chapter  130  or  for 
any  campaign  issue 

•  Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

•  Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant 
increase  of  complaints  would  require  additional  Commission  resources,  including 
investigative  staff. 

Implementing  prohibition  for  a  member  of  general  assembly  or  their  employees  or  staff 
to  accept  lobbyist/lobbyist  principal  gifts  in  excess  of  $5.00  would  require  the  following 
oftheMEC: 

•  Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

•  Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including  reviewing 
lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This  oversight,  it  is 
assumed,  would  be  primarily  from  receiving  written  complaints,  as  established  in 
Section  105.955.14,  RSMo,  through  conducting  investigations  and  the  related  legal 
actions.  It  is  assumed  this  prohibition  would  result  in  a  minimal  number  of 
complaints;  however,  if  this  assumption  is  incorrect  the  Commission  would  require 
additional  staff  resources. 

The  proposed  language  is  a  Constitutional  amendment  and  does  not  explicitly  provide 
enforcement  powers  to  the  Missouri  Ethics  Commission.  Any  enforcement  would  be 
provided  through  existing  statutory  authority  to  receive  complaints  or  to  conduct  audits. 
Any  additional  enforcement  powers  would  require  enabling  language  to  be  passed  in 
Chapter  105  and/or  Chapter  130  to  provide  the  necessary  specific  authority  for 


enforcement.  Implementing  campaign  finance  limits  would  require  the  following  of  the 
MEC: 

•  Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.  about  these  limits; 
examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

•  Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of 
the  reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo. 
Prior  to  the  campaign  finance  limit  repeal  in  2007,  the  Commission  performed 
limited  if  any  oversight  to  adherence  to  the  previously  established  limits,  due  to 
resource  constraints. 

•  Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo, 
through  conducting  investigations  and  the  related  legal  actions. 

The  proposed  language  is  a  Constitutional  amendment  and  does  not  explicitly  provide 
enforcement  powers  to  the  Missouri  Ethics  Commission.  Any  enforcement  would  be 
provided  through  existing  statutory  authority  to  receive  complaints  or  to  conduct  audits. 
Any  additional  enforcement  powers  would  require  enabling  language  to  be  passed  in 
Chapter  105  and/or  Chapter  130  to  provide  the  necessary  specific  authority  for 
enforcement.  Below  is  the  fiscal  impact  on  our  agency  in  conjunction  with  the  proposed 
language. 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  language  includes  a  prohibition  of  a  member  of  the  general  assembly  and 
their  employees/staff  from  becoming  a  lobbyist  for  a  specified  period  of  time,  accepting 
or  receiving  compensation  of  any  as  a  paid  political  consultant  and  a  prohibition 
accepting  a  lobbyist  gift  in  excess  of  $5.00. 

•  If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo  or  complaints  received  increase 
significantly  an  Investigator  would  be  required  to  provide  the  proper  oversight. 

The  proposed  legislation  also  includes  the  implementation  of  campaign  finance 
contribution  limits  for  state  senate  or  state  representative  candidates.  The  implementation 
of  the  responsibilities  associated  to  the  implementation  of  contribution  limits  would 
require  the  following  additional  resources: 

•  $15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop 
the  MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance 
committees'  adherence  to  the  specific  contribution  limits,  as  established  in 
105.955.14,  RSMo.  Current  campaign  finance  data  collection  would  allow  the 


MEC  to  use  search  capabilities,  providing  for  a  manual  review  by  MEC  staff  of 
adherence  to  the  established  limits. 

•  1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and 
providing  oversight  for  the  proposed  legislation.  The  Business  Analyst  would 
review  committee  reports  for  compliance,  prepare  necessary  notices,  track  the 
receipt  of  payment,  and  coordinate  the  necessary  collection  efforts.  Currently  two 
Business  Analysts  assist  2,800  committees  in  filing  campaign  finance  reports, 
prepare  and  disseminate  15,000  notices,  and  review  11,000  campaign  finance 
reports. 

•  If  the  Commission  identifies  significant  violations  during  the  process  established 
in  Section  105.955.14  (2),  (3),  RSMo,  or  complaints  received  increase  significantly 
an  Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill  may  require  additional  associated  costs  for  FTE,  equipment,  and 
expenses. 

Marc  EUinger  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative  Petition  that 
was  filed  by  Brad  Ketcher  on  November  4,  2013. 

In  2012,  the  State  Auditor's  Office  issued  a  Fiscal  Note  (11-35)  for  an  initiative  that 

limited  campaign  contributions.  In  that  fiscal  note,  both  the  Department  of  Revenue  and  the 

Missouri  Ethics  Commission  indicated  there  would  be  additional  costs  to  their  departments.  The 

Auditor's  Office  issued  the  following  Fiscal  Note  Summary: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least 
$127,000  annually  and  result  in  one-time  costs  of  about  $28,000.  Any  potential 
impact  to  state  government  revenue  could  not  be  determined.  It  is  estimated  this 
proposal  will  have  no  costs  or  savings  to  local  governments. 

This  fiscal  note  summary  vastly  underestimates  the  costs  to  state  and  local  governments  as  a 

result  of  the  proposed  measure.  We  urge  you  to  adopt  a  different  fiscal  note  for  this  proposed 

measure  on  the  basis  of  the  data  you  will  find  herein.  Not  only  will  there  be  direct  costs  to  state 

agencies  as  indicated  in  Fiscal  Note  11-35  but  there  will  be  widespread  effects  on  the  Missouri 

economy.  Each  election  cycle,  candidates  spend  millions  of  dollars  in  Missouri.  Limiting  the 

total  amount  of  contributions  will  limit  the  total  amount  of  money  candidates  will  raise,  and 

therefore  will  decrease  the  amount  of  campaign  spending  in  Missouri.   Currently  candidates 

spend  thousands  of  dollars  on  payroll  for  campaign  workers,  thousands  of  dollars  in  payroll  and 

income  taxes  paid  directly  to  the  State  of  Missouri,  they  spend  money  for  lodging  and  food  at 

local  Missouri  businesses,  their  media  purchases  support  Missouri  media  companies,  and  they 

purchase  printing,  supplies,  utilities,  and  more  in  Missouri.    Not  only  do  many  of  these 

expenditures  directly  yield  state  and  local  tax  revenues,  but  through  the  multiplier  effect,  these 

dollai's  are  spent  and  re-spent  within  our  state  and  local  economies.    Limiting  campaign 
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contributions  would  significantly  reduce  campaign  spending  in  Missouri  and  have  a  serious 
negative  fiscal  impact  to  both  the  state  and  local  governments. 
Economic  Impact  of  Campaign  Spending 

To  date,  there  has  not  been  a  comprehensive  study  regarding  the  fiscal  impact  of  state 
elections  on  Missouri  state  and  local  governments.  However,  there  is  research  on  the  fiscal 
impact  of  election  spending.  One  such  study  sought  to  determine  how  campaign  spending 
affects  earnings  in  seivice  sectoi-s.'  More  specifically,  the  study  sought  to  deteraiine  how 
income  growth  is  affected  by  the  presence  of  a  primary. 

The  study  concluded  that  the  presence  of  the  primary  not  only  increases  overall  income, 
but  also  income  in  service-related  sectors.  The  authors  found  a  41%  increase  in  quarterly  income 
growth  rate  in  quarters  where  there  is  primary  spending. 

The  authors  point  out  that  states  with  primaries  tend  to  see  between  $500,000  and  $19 
million  in  spending  during  an  election  cycle,  which  is  enough  to  "modestly  boost  local  income 
grov^h."  Primary  spending  increases  total  income  growth  by  0.53  percentage  points.  The  effect 
is  higher  in  the  services  sector,  where  growth  is  increased  by  0.76. 

The  study  also  points  out  that  there  would  be  a  "multiplier  effect"  which  the  authors 
explain  as  follows: 

For  example,  if  a  waitress  receives  a  greater  amount  of  tips  than  usual,  she  may  be  more 
inclined  to  make  additional  purchases,  or  even  tip  her  hairdressers  more.  This  money 
will  continue  to  circulate  in  the  state's  economy. 

In  addition,  the  study  finds  that  Missouri  is  one  of  the  five  states  with  the  highest  amount 
of  money  spent  on  campaign  expenditures,  compared  to  the  total  contributions  by  state  residents. 

'  See  Lessem,  Rebbeca  &  Carly  Urban,  "Local  Economic  Growth  from  Primary  Election  Spending, "  Working 
Paper,  Carnegie  Mellon  University,  2012,  attached  hereto  as  Appendix  A. 
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The  study  shows  that  there  is  more  than  twice  as  much  campaign  spending  in  Missouri  as  is 
contributed  by  state  residents.  This  study  finds  that  primary  campaign  spending  increases 
income  growth  in  a  state.  "[W]hen  individuals  are  greeted  with  a  political  campaign,  they  should 
relish  in  the  stimulus  this  provides  (and  the  transfers  fi'om  individuals  in  other  states  that  allow 
this  to  occurl"  (emphasis  added). 

While  the  Lessem  &  Urban  study  does  not  directly  quantify  the  amount  by  which 
Missouri  state  election  campaign  spending  stimulates  the  Missouri  economy  and  the  economies 
of  Missoviri  local  governments,  it  does  demonstrate  that  there  is  significant  fiscal  impact  of  such 
spending. 

There  is  no  authority  to  suggest  that  the  dollars  spent  at  a  local  print  shop,  hotel,  or 
restaurant  by  a  presidential  primary  campaign  operate  differently  in  the  Missouri  economy  than 
if  spent  by  a  campaign  for  state  senator  or  state  representative.  And  while  increased  election 
spending  has  a  positive  effect  on  a  state's  economy,  drastically  reducing  election  spending  will 
have  a  correlated  negative  effect  on  the  economy.  We  can  examine  data  fi"om  the  Missouri 
Ethics  Commission  to  see  the  true  impact  of  limiting  campaign  contributions. 
2014-032's  Effect  on  Nixon  2012 

In  order  to  understand  the  effect  of  2014-055,  we  can  examine  a  previous  measure's 
effect.  2014-032  would  limit  campaign  contributions  to  statewide  elected  officials,  state 
senators,  and  state  representatives  to  $2,600.  In  2012,  Jay  Nixon  ran  a  successful  re-election 
campaign  for  Governor.  While  his  campaign  spent  money  in  the  years  leading  up  to  2012,  we 
have  limited  our  analysis  to  a  single  year.  First,  we  will  examine  contributions.  In  2012,  alone, 
Nixon's  candidate  committee  received  donations  ranging  from  eleven  cents  to  $500,000.00. 

More  than  40%  of  the  contributions  to  Nixon's  campaign  came  from  out  of  state. 
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Nixon  2012 

Contributions  from  in-state 
Contributions  from  out-of-state 

$4,703,437.39 
$3,348,067.98 

Percentage  Total  Contributions  from  Out-of-State 

41.58% 

Under  2014-032  all  candidate  committees  would  be  limited  to  contributions  in  the 
amount  of  $2,600  or  less.  With  the  proposed  measure  (2014-055),  contributions  to  elect  an 
individual  to  state  senator  would  be  limited  to  $1,000  and  contributions  to  elect  an  individual  to 
state  representative  would  be  limited  to  $500.  While  the  exact  contribution  limits  may  differ, 
the  analysis  related  to  2014-032  is  persuasive  for  this  proposed  measure  as  well. 

In  2012,  Nixon's  candidate  committee  received  a  total  of  $8,051,505.37  in  contributions. 
If  you  limit  each  contributor  to  a  previously  suggested  maximum  ($2,600.00),  the  amount  of 
contributions  is  significantly  less  ~  $2,207,976,00.  That  is  a  decrease  in  contributions  of  more 
than  $5.8  million  dollars.  Only  27.42%  of  Nixon's  contributions  in  2012  would  have  been 
lawful  under  a  proposed  cap  on  contributions  at  $2,600.00.^ 

 Nixon  2012  

Total  Contributions  $8,051,505.37 
Contributions  from  Candidate  Committees  $42,650.00 
Contributions  in  excess  of  $2,600  $5,800,879.37 


Total  Lawful  Contributions  under  2600  Cap  IP  $2,207,976.00 
Total  contributions  prohibited  under  2600  Cap  IP  $5,843,529.37 

Percent  of  lawful  contributions  of  total  contributions  27.42% 


^  In  looking  at  the  2012  campaign  of  Kurt  Schaefer  for  State  Senate,  a  similar  percentage  (approximately  36%)  of 
his  total  contributions  would  have  been  lawful  under  the  new  $1,000  limit. 
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The  next  step  is  to  look  at  where  these  campaign  dollars  were  being  spent.  According  to 
the  Missouri  Ethics  Commission,  in  2012,  Nixon's  campaign  spent  more  than  $12  million 
dollars.  The  expenditures  are  broken  down  by  categories  in  the  table  below. 


Nixon  2012  

Percentage  of 
Total 


Spending  (Dollars) 

Spending 

Payroll  &  Field  Work 

$745,023.80 

6.09 

Missouri  Taxes 

$63,404.72 

0.52 

Federal  Taxes 

$330,642.56 

2.70 

IVIedia 

$9,181,550.00 

75.10 

Other  IVlissouri  Expenditures 

$866,243.68 

7.09 

Out  of  State  Expenditures 

$1,039,072.50 

8.50 

$12,225,937.26 

100.00 

Nixon  spent  approximately  $750,000  on  payroll  or  paying  field  workers.  All  of  this 
amount  would  be  subject  to  Missouri  state  income  tax.  The  amount  of  taxes  the  Nixon  campaign 
paid  directly  to  the  State  of  Missouri  is  in  excess  of  $60,000.  In  addition,  the  Nixon  campaign 
paid  more  than  $300,000  in  federal  taxes.  The  cities  of  Kansas  City  &  St.  Louis  presumably 
collected  a  1%  earnings  tax  from  a  portion  of  that  amount.  The  $750,000  paid  to  employees 
would  have  a  significant  impact  on  the  economy  due  to  the  multiplier  effect.  Much  of  that  money 
would  be  spent  on  retail  sales,  generating  sales  tax  for  the  state  and  local  governments.  If  all  of 
the  people  who  normally  work  political  campaigns  no  longer  could  be  employed  by  campaigns, 
there  would  be  significant  belt  tightening  by  these  individuals  which  would  result  in  additional 
lost  sales  tax  revenue. 

Nixon  also  spent  more  than  $9  million  dollars  on  "media."  All  of  that  money  went  to  an 
out-of-state  media  company.  Still,  traditionally  that  company  coordinates  all  the  media 


^  Nixon  had  raised  significant  contributions  prior  to  2012  for  the  2012  election  cycle.  If  the  proposed  IP  had  been  in 
effect,  the  loss  of  economic  activity  would  be  even  greater. 
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purchases,  which  presumably  were  with  in-state  media  providers,  as  Nixon  was  running  for 
Governor  of  Missouri.  Wliile  some  of  the  $9  million  dollars  could  be  attributable  to  media 
production,  the  majority  of  it  was  likely  for  paid  radio,  television,  and  print  advertising  in 
Missouri.  The  loss  of  $9  million  dollars  in  the  Missouri  media  market  in  a  single  year  is 
significant. 

Nixon  also  paid  more  than  $850,000  to  other  Missouri  individuals  or  companies.  Many 
of  these  expenditui^es  were  in  the  semces  and  accommodations  sectors.  This  money  supports 
Missouri  businesses  and  helps  fund  their  payroll. 

We  have  already  seen  that  a  similar  proposed  measure  would  have  reduced  Nixon's  total 
campaign  contributions  by  72.58%.  Assuming  the  proposed  measure  would  decrease  spending 
by  the  same  amount,  we  can  project  what  Nixon's  spending  would  have  looked  like  with  a 
$2,600  contribution  limit  in  place. 


Nixon  2012 

Projected  Spending 

Spending  (Dollars) 

with  Contr.  Limits 

Payroll  &  Field  Work 

$745,023.80 

$204,285.53 

Missouri  Taxes 

$63,404.72 

$17,385.57 

Federal  Taxes 

$330,642.56 

$90,662.19 

Media 

$9,181,550.00 

$2,517,581.01 

Other  Missouri  Expenditures 

$866,243.68 

$237,524.02 

Out  of  State  Expenditures 

$1,039,072.50 

$284,913.68 

$12,225,937.26 

$3,352,352.00 

The  proposed  measure  with  the  $2,600  cap  would  have  translated  into  a  spending 

decrease  of  $8.87  million  dollars.  Again,  for  just  one  campaign  for  just  one  year.  Even  if  you 

assume  only  75%  of  the  "media"  expenditures  affect  Missouri's  economy,  approximately  70%  of 

Nixon's  total  campaign  expenditures  affect  the  Missouri  economy.  In  total,  just  one  year  of  one 

7 


campaign  resulted  in  approximately  $8.5  million  dollars  of  expenditures  in  or  affecting 
Missouri's  economy.  This  estimate  does  not  include  the  multiplier  effect  of  such  expenditm*es. 
2014-055 

Although,  for  this  proposed  measure,  the  campaign  contribution  limits  would  not  apply  to 
statewide  elected  officials,  it  does  apply  to  state  senators  and  state  representatives.  In  addition, 
the  limits  are  significantly  lower  than  2014-032.  Under  2014-055,  state  representatives  would 
only  be  allowed  contiibutions  less  than  1/5  than  allowed  under  2014-32.  The  amoimt  for 
allowable  contributions  for  state  senator  would  be  less  than  half  of  what  is  allowed  under  2014- 
032.  If  anything,  the  Nixon  analysis  overstates  the  amounts  that  would  be  allowable  under  2014- 
055. 

The  Effect  on  the  State  of  Missouri 

According  to  the  Missouri  Ethics  Commission,  total  expenditures  by  candidates  that 
would  be  affected  by  the  proposed  measure  were  more  than  $20  million  dollars  in  2012. 
Reducing  that  number  by  the  percentage  of  allowable  contributions  we  saw  with  the  Nixon 
campaign  (27.42%)  translates  to  a  loss  of  more  than  $14.5  million  dollars  due  to  the  initiative 
petition. 


Statewide  2012 

Projected  Spending 

Spending  (Dollars) 

with  Contr.  Limits 

Lost  Dollars  due  to  IP 

Payroll  &  Field  Work 

$1,218,000 

$333,975.60 

$884,042.40 

Missouri  Taxes 

$104,000 

$28,516.80 

$75,483.20 

Federal  Taxes 

$540,000 

$148,068.00 

$391,932.00 

Media 

$15,020,000 

$4,118,484.00 

$10,901,516.00 

Other  Missouri 

Expenditures 

$1,418,000 

$388,815.60 

$1,029,184.40 

Out  of  State  Expenditures 

$1,700,000 

$466,140.00 

$1,233,860.00 

Projected  Effects 

20,000,000 

5,484,000 

$14,516,000 
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The  loss  of  these  payroll  amounts  impacts  state  revenues  in  two  ways:  (1)  the  loss  of  state 
income  taxes  on  these  amounts  and  (2)  the  loss  of  state  sales  taxes  forgone.  First,  the  amount  of 
state  income  taxes  can  be  estimated  taking  the  total  payroll  figure,  applying  the  multiplier,  and 
multiplying  by  the  tax  rate  of  .06%.  Here,  lost  income  tax  revenue  would  total  $265,207.32. 
In  estimating  lost  sales  tax  amount,  the  multiplier  must  be  applied.  Previous  research  has 
suggested  using  a  local  fiscal  multiplier  of  5.    Assuming  35%  of  the  payroll  income  is  taxable 
spending,  the  total  lost  sales  tax  revenue  would  be  more  than  $65,000. 

With  respect  to  the  media  spending,  assuming  only  75%  of  that  translates  to  Missouri 
corporate  income,  and  applying  the  corporate  tax  rate  ti-anslates  into  a  loss  of  approximately 
$511 ,000.  Also  assuming  that  half  of  the  media  spending  is  paid  out  to  employees  in  salaries, 
there  would  be  lost  income  taxes  and  sales  taxes  on  that  amount.  There  would  be  approximately 
$1,635,227.40  in  lost  income  tax.  There  would  be  a  corresponding  loss  of  state  sales  tax  revenue 
from  this  loss  of  salary  in  the  amount  of  $337,048.48.  Finally,  there  would  be  sales  tax  lost  on 
the  "other  Missouri  expenditures."  Even  assuming  only  half  of  such  expenditures  were  taxable, 
applying  the  multiplier  and  the  sales  tax  rate,  the  state  would  lose  $130,326.46  of  sales  tax 
revenue.  The  number  of  "other  Missouri  expenditures"  is  also  likely  to  be  greater  under  the 
2014-055  proposal  because  state  senators  and  state  representatives  are  not  as  likely  to  spend  as 
much  money  out-of-state  as  are  statewide  candidates.^  The  total  loss  to  Missouri  state 
government  (based  on  only  one  year  of  one  election  cycle)  is  at  least  $3  million  dollars. 

*  A  multiplier  helps  estimate  the  direct  impact,  indirect  impact  and  induced  impacts.  Direct  impact  includes  the 
payroll  dollars  being  paid.  Indirect  impact  represents  the  impact  of  routine  consumer  spending  by  those  individuals. 

Induced  effects  are  those  changes  in  spending  due  to  additional  (or  lost)  employment  generated  by  the  direct  and 
indirect  effects.  "Expenditure  Multiplier"  attached  as  Appendix  B. 

^  In  looking  at  the  2012  campaign  of  Kurt  Schaefer  for  State  Senate,  none  of  his  expenditures  were  out-of-state. 
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2014-055  Impact  on  the  State 

1  n<;t  9tatp  Inrnmp  T;^x  rliip  tn  ln<;t  ramnaipn  na\/rnll 

3  L  ^  LCI  LC  1 1  IL<U/  IMC    I  OA.  UUvJ  \.\J  IW^t.  ^ClIIIL/Uigll  yJCty  1  \Jll 

Lost  State  Income  Tax  due  to  lost  media  payroll 

§265  207  32 
$1,635,227.40 

Lost  State  Sales  Tax  due  to  lost  campaign  payroll 

Lost  State  Sales  Tax  due  to  lost  media  payroll 

Lost  State  Sales  Tax  on  "Other  Missouri  Expenditures" 

$65,362.55 
$403,015.42 
$130,326.46 

Lost  Corporate  Income  Tax  on  media  companies  income 

$511,008.56 

TOTAL 

$3,010,147.71 

The  Effect  on  Local  Government 

In  addition,  the  proposed  measure  would  have  a  significant  effect  on  local  government 
revenue.  In  St.  Louis  and  Kansas  City,  a  1%  earnings  tax  is  collected  on  income.  There  would 
be  losses  associated  with  both  the  lost  campaign  payroll  and  lost  media  payroll,  in  the  amounts 
of  $5,745.27  and  $35,424.48  respectively.^  In  addition,  the  average  local  sales  tax  rate  is  3.45% 
in  Missouri.  This  rate  was  applied  to  the  same  tax  bases  as  described  above,  resulting  in  total 
lost  sales  tax  revenue  of  over  $450,000.  The  total  loss  to  local  governments  as  a  result  of  the 
proposed  measure  exceeds  $500,000. 


2014-055  Impact  on  Local  Governments 

Lost  Earnings  Tax  due  to  lost  campaign  payroll 

$5,745.27 

Lost  Earnings  Tax  due  to  lost  media  payroll 

$35,424.48 

Lost  Local  Sales  Tax  due  to  lost  campaign  payroll 

$53,372.97 

Lost  Local  Sales  Tax  due  to  lost  media  payroll 

$329,089.51 

*  In  201 1 ,  the  population  of  St.  Louis  and  Kansas  City  as  a  percentage  of  total  state  population  was  12.998% 
according  to  the  U.S.  census  bureau.  Applying  this  percentage  to  the  total  payroll  statewide  generates  an  estimate  of 
payroll  that  would  be  subject  to  the  earnings  and  income  tax.  This  estimate  will  likely  underestimate  the  actual 
fiscal  impact  because  the  earnings  tax  is  collected  from  all  city  residents  and  all  non-city  residents  who  work  within 
the  city  limits. 
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Lost  Local  Sales  Tax  on  "Other  Missouri  Expenditures" 

$88,767.15 

TOTAL 

$512,399.38 

Limiting  Lobbying  Expenditures 

The  proposed  measure  also  significantly  restricts  lobbying  expenditures.  Restricting 
spending  by  Missouri  lobbyists  in  Missouri  would  also  affect  Missouri's  economy.  Particularly, 
restricting  lobbyist  spending  would  have  a  negative  economic  effect  on  the  City  of  Jefferson  and 
Cole  County,  where  lobbyists  spend  the  majority  of  their  time  from  January  to  May  of  each  year. 
The  Auditor  is  encouraged  to  contact  both  jurisdictions  to  clarify  and  quantify  that  impact. 

In  2012,  lobbyist  gifts  totaled  $886,236.60.  That  number  equates  to  more  than  $187,200 
collected  in  state  sales  tax  and  more  than  $152,875  in  local  sales  tax  that  would  be  lost  as  a  result 
of  the  proposed  measure.' 
Conclusion 

The  proposed  measure  would  have  a  significant  negative  economic  impact  on  both  the 
state  and  local  governments  in  Missouri.*  hi  just  one  year,  total  election  spending  amounted  to 
almost  $50  million  in  Missouri.  Election  spending  by  candidates  affected  by  this  measure  would 
amount  to  more  than  $20  million.  The  proposed  measure  would  drastically  reduce  election 
spending.  State  and  local  governments  would  lose  income  and  earnings  tax  revenue  and  sales 
tax  revenue,  not  just  on  the  amount  of  decreased  election  spending,  but  much  more,  due  to  the 
multiplier  effect.  Any  estimate  of  fiscal  impact  of  the  proposed  measure  must  include  these 

'  These  numbers  are  based  on  a  state  sales  tax  rate  of 4.225,  a  local  sales  tax  rate  of  3.45,  and  a  multipler  of  5. 

*  To  the  extent  the  Auditor  finds  the  numbers  herein  "speculative,"  we  request  that  the  Auditor  specifically  request 
an  estimate  from  Office  of  Administration  (Budget  and  Planning)  on  the  negative  effects  of  campaign  contribution 
limitations. 
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significant  losses  in  order  to  adequately  inform  potential  signors  and  voters.  We  submit  the 

following  proposed  statement  of  fiscal  impact: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least  $118,000 
annually  and  have  an  unloiown  increase  in  costs  for  local  government  entities.  The 
potential  negative  impact  to  revenues  for  state  and  local  governmental  entities  could  be 
significant,  but  is  unknown. 
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Abstract 

This  paper  asks  how  government  and  private  consumption  spending  affect  earn- 
ings in  service  sectors.  To  do  this,  we  exploit  a  natural  experiment,  using  an  ex- 
ogenous form  of  consumption  spending-the  money  spent  while  campaigning  for  a 
party's  Presidential  primary  nomination.  To  answer  these  questions,  we  create  a 
novel  dataset  combining  the  date  each  state  held  its  primai-y  from  1976-2008,  the 
date  in  each  election  cycle  in  which  only  one  candidate  remained,  and  quarterly 
state  income  by  sector.  Hosting  a  primary  election  increases  total  income,  partic- 
ularly in  the  accommodations  sector.  These  results  remain  consistent  when  using 
data  on  primary  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 
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Appendix  A 


1  Introduction 


Government  expenditures  have  been  found  to  increase  employment  and  income.^  How- 
ever, this  hterature  restricts  itself  to  studying  investment  expenditures  in  the  form  of 
education,  health,  military,  and  infrastructure  spending,  leaving  the  question,  "How  does 
added  consumption  spending  affect  income?"  unanswered.^  This  paper  uses  a  natural 
experiment  to  estimate  the  relationship  between  consumption  spending  and  short-run 
income  growth  by  exploiting  exogenous  variation  in  the  duration  and  ordering  of  Presi- 
dential primary  campaigns. 

In  2008  alone,  these  campaigns  spent  $348  million  across  states  on  hotels,  meals,  rental 
cars,  and  other  campaign  expenditures.^  This  figure  does  not  include  the  amount  spent 
by  media  covering  the  race,  personal  in-state  expenses  of  staffers,  or  additional  funds 
individuals  outlay  when  coming  out  to  witness  the  spectacle  of  a  primary  race.  We  use 
this  exogenous  spending  to  determine  the  short-run  income  growth  when  money  enters  a 
state  economy. 

Primary  elections  are  held  sequentially  by  state  and  each  election  cycle  varies  in  dura- 
tion due  to  changes  in  the  competitiveness  of  elections.  In  some  years,  there  is  no  primary 
in  many  states,  as  the  nomination  is  determined  long  before  each  state  has  its  turn  to  vote 
for  a  nominee.'*  For  example,  in  2004  Senator  Kerry  clinched  the  Democratic  nomination 
in  March,  whereas  in  2008  President  Obama  did  not  win  the  nomination  until  June.  In 

^See  for  example,  Wasoii  (2011),  Shoag  (2010),  Serrato  and  Wingender  (2010),  Chodorow-Reich  et 
al.  (2011),  Rame}^  (2011),  and  Ramey  (2011a). 

^To  a  certain  degree,  this  question  has  been  addressed  in  the  Uterature  on  the  economic  impact 
of  mega-events  such  as  the  Superbowl,  Presidential  Nomination  conventions,  and  the  Olympics,  (See 
Matlieson  (2006)  and  citations  therein).  However,  it  differs  in  certain  respects,  most  importantly  in 
that  we  have  a  stronger  identification  stratedy.  In  primary  elections,  there  is  ex-ante  uncertaintj'  as  to 
whether  or  not  a  state  will  be  reached  by  primary  campaigns,  whereas  mega-events  are  planned  far  in 
advance.  Mega-events  allow  an  area  to  anticipate  additional  consumption  expenditures  and  internalize 
the  benefits  by  increasing  up  front  costs.  However,  the  value  of  consumption  spending  in  a  primary  is 
unanticipated  ex-ante  and  the  variance  in  spending  between  hosting  and  not  hosting  a  primary  is  high, 
deterring  businesses  from  internalizing  the  benefits  prior  to  the  event.  Second,  candidates  campaign  in 
areas  to  reach  the  maximum  number  of  pivotal  voters  not  in  the  most  desirable  tourist  locations,  so  it  is 
unlikely  that  crowd  out  of  the  local  tourist  sector  occurs  in  this  setting  as  in  the  prior  vein  of  hterature. 

^Authors'  calculation  based  on  CRP  (2011). 

^We  consider  the  nomination  determined  once  there  is  only  one  candidate  remaining  in  the  contest. 
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particularly  long  primary  elections,  local  businesses  in  states  that  are  not  normally  ex- 
posed to  primary  campaigns  receive  an  exogenous  increase  in  revenue.  In  addition,  many 
states  change  their  position  on  the  primary  calendar  between  election  cycles. 

This  paper  first  establishes  the  exogeneity  of  campaign  spending  and  economic  indicar 
tors.  Next,  we  exploit  the  variation  in  whether  or  not  a  state  receives  campaign  spending 
in  each  year  to  test  how  this  increased  spending  affects  local  economies.  Specifically,  we 
study  how  income  growth  is  affected  by  the  presence  of  a  primary  in  a  given  state  and 
quarter.^ 

To  conduct  this  analysis,  we  create  a  novel  dataset  of  primary  and  caucus  dates  from 
1976-2008,  where  we  determine  if  a  state  held  a  primary  based  on  the  scheduled  primary 
date  and  the  date  in  which  only  one  candidate  remained  in  each  party's  election.  We  pair 
this  primary  elections  data  with  quarterly  state-level  and  sector-specific  information  on 
personal  income  levels  from  the  Bureau  of  Economic  Analysis  (BEA). 

We  find  that  the  presence  of  a  primary  increases  overall  income,  as  well  as  income 
in  service-related  sectors.  Prom  1976-2008,  income  growth  increased  by  0.53  percentage 
points  in  states  with  primaries,  compared  to  an  average  income  growth  of  1.3  percentage 
points  per  quarter.  This  implies  about  a  41%  increase  in  the  quarterly  income  growth 
rate  in  quarters  when  there  is  primary  spending.  Our  results  are  robust  to  controlling 
for  factors  related  to  the  amount  of  spending  as  well  as  to  including  state  fixed  effects. 
We  verify  these  results  using  data  on  campaign  expenditures  for  2004  and  2008  from 
the  Center  for  Responsive  Politics.^  In  this  setting,  we  find  that  doubling  campaign 
expenditures  increases  overall  income  growth  by  about  0.05  percentage  points  (or  hosting 
a  primary  results  in  a  35%  increase  in  quarterly  income  growth  rates),  and  this  effect  is 
particularly  pronounced  in  the  accommodations  sector. 

^The  idea  that  election  outcomes  could  affect  the  economy  is  not  new.  Snowberg  et  al.  (2007)  use 
prediction  market  analysis  of  elections  from  1880-2004  to  show  that  electing  a  Republican  President  raises 
equity  valuations  by  23%.  Knight  (2006)  shows  that  policy  platforms  in  the  2008  Presidential  general 
election  were  capitahzed  into  equity  prices.  No  one  has  previously  asked  how  the  act  of  campaigning  can 
affect  the  economy. 

^Data  on  campaign  expenditures  are  only  available  for  these  two  years. 
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We  appeal  to  two  distinct  literatures  in  this  paper.  First,  the  existence  of  primary  elec- 
tions provides  a  new  environment  in  which  to  study  local  economic  development,  through 
exogenous  shocks  to  consumption  expenditures.  Recently,  scholars  and  pohcymakers  have 
expressed  interest  in  the  American  Recovery  and  Reinvestment  Act  (ARRA)  spending. 
Wilson  (2011)  and  Chodorow-Reich  et  al.  (2011)  use  instrumental  variable  strategies  and 
find  that  one  new  job  created  costs  $125,000  and  $26,300  per  year,  respectively.'^  Ask- 
ing a  similar  question  Serrato  and  Wingender  (2010)  find  that  an  additional  job  costs 
$30,000  per  year,  using  an  instrumental  variables  strategy  and  data  on  federal  investment 
spending.  Similarly,  Shoag  (2010)  uses  the  idiosyncratic  component  of  state-managed  de- 
fined benefit  pensions  to  predict  government  spending.  He  finds  that  $35,000  of  spending 
generates  one  additional  job. 

In  comparison  to  the  papers  just  mentioned,  we  avoid  the  natural  endogeneity  con- 
cern that  spending  is  often  allocated  to  states  in  the  most  need  of  growth.^  Candidates 
campaign  as  to  maximize  their  chances  of  winning  the  election,  which  generally  means 
following  the  primaxy  calendar.  Candidates  campaign  in  states  sequentially,  and  tend  to 
not  visit  a  state  until  the  primary  is  upcoming.  One  reason  for  this  is  that  individual 
victories  create  momentum  to  propel  a  candidate  to  his  next  contest.^  In  addition,  can- 
didates also  have  a  disincentive  to  over-spend  in  the  primary,  as  they  want  to  save  any 
potential  funds  for  the  general  election  battle,  conditional  on  winning  the  nomination.  For 
these  reasons,  the  optimal  strategy  for  candidates  is  to  campaign  sequentially,  meaning 
that  the  allocation  of  funds  will  depend  on  the  primary  schedule  and  will  be  exogenous 
to  local  economic  conditions. 

In  addition,  our  paper  studies  the  effect  of  spending  on  a  different  set  of  sectors 
than  is  normally  assessed.  Most  of  the  ARRA  funds  were  centered  around  Medicaid  and 

^Chodorow-Reich  et  al.  (2011)  find  that  the  jobs  resulting  from  Medicaid  spending  are  concentrated 
in  the  state  and  local  government,  health,  and  education  sectors. 

^This  is  particularly  true  in  the  cases  of  the  ARRA  spending,  though  Knight  (2002)  shows  that  this 
can  also  be  true  in  the  transportation  sector. 

^See  Abramowitz  (1989),  Abramson  et  al.  (1992),  Mutz  (1998),  Adkins  and  Dowdle  (2001),  Callander 
(2007),  Strumpf  (2002),  and  Klumpp  and  Polborn  (2006)  for  more  on  the  necessity  of  momentum  in 
primary  contests. 
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education,  and  other  federal  spending  initiatives  focused  on  infrastructure  investment, 
energy  eflSciency,  unemployment  assistance,  and  state  and  local  government  stabilization 
(111th  Congress  2009).  On  the  other  hand,  primary  spending  likely  benefits  the  local 
economy  in  the  service-related  sectors.  Another  unique  feature  of  our  work  is  that  transfers 
do  not  entirely  come  from  the  federal  government,  allowing  us  to  study  how  increases  in 
consumption  expenditures  in  the  form  of  transfers  can  affect  income  growth.  Primary 
campaigns  are  sometimes  funded  through  federal  matching,  but  candidates  vying  for  their 
party's  presidential  nomination  rely  on  money  from  individual  donors  and  from  Political 
Action  Committees.-^" 

Second,  while  we  establish  that  the  duration  of  a  primary  and  the  time  in  which  states 
changed  their  primary  dates  are  uncorrelated  with  economic  indicators,  our  paper  adds 
to  the  literature  investigating  the  incentives  for  states  to  hold  early  primaries. -"^-^  States 
early  in  the  primary  process  are  presumed  to  have  a  disproportionate  effect  on  candidate 
selection  by  building  candidate  viability,  attracting  donors  and  volunteers,  and  creating 
momentum  (Abramowitz  1989;  Abramson  at  al.  1992;  Mutz  1998).  Some  work  examines 
the  policy  benefits  of  early  contests.  Taylor  (2010)  finds  no  effect,  while  Knight  and  Schiff 
(2010)  find  that  early  contests  had  a  20%  greater  influence  over  candidate  selection  than 
later  contests  in  2004.-''^  Similarly,  Malhotra  and  Snowberg  (2011)  find  that  the  order 
mattered  less  than  pivotal,  or  competitive,  primary  contests  in  2008.  Theoretical  work 
demonstrates  that  voters  can  use  early  contests  as  cues  in  determining  their  vote  choices.-^^ 
This  paper  is  the  first  to  investigate  the  potential  economic  benefits  of  having  an  early 
^"See  Section  6  for  more  on  federal  funding  percentages. 

^^States  have  a  demonstrated  interest  in  holding  early  primaries.  For  example,  in  2008  Michigan  and 
Florida  moved  their  primaries  to  January,  and  this  was  rejected  b}'  the  DNC.  Democratic  candidates 
agreed  to  refrain  from  campaigning  in  these  states,  and  the  delegates  were  not  counted  in  the  candidates' 
totals.  This  did  not  deter  Florida  from  moving  its  primary  up  in  the  order  again  in  2012,  which  was  this 
time  rejected  by  the  RNC,  costing  the  state  half  of  its  delegates  (Grice  2012).  Thus,  moving  a  primary 
contest  too  early  can  be  costly,  yet  states  are  still  attempting  to  change  their  primary  dates. 

^^Taylor  (2010)  uses  state  procurement  data  from  1984  to  2004  to  show  that  primary  order  matters 
only  in  competitive  nominations  when  the  victorious  candidate  won  that  states  contest.  Knight  and  Schiff 
(2010)  use  changes  in  prediction  markets  over  the  election  to  identify  influence. 

^^See  Morton  and  WiQiams  (2001),  Callander  (2007),  Serra  (2011),  and  Ali  and  Kartik  (2006). 
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nomination  contest. 

Tlie  remainder  of  the  paper  is  organized  as  follows.  Section  2  describes  the  construction 
of  the  dataset.  Section  3  provides  descriptive  statistics  and  motivates  our  identification 
strategy.  Section  4  explains  our  empirical  strategies  and  presents  our  findings.  Section  5 
discusses  the  source  of  campaign  funds,  and  Section  6  provides  concluding  remarks. 

2  Data 

We  combine  institutional  details  of  primary  races  dating  back  to  1976  with  state- 
level  personal  income  data  from  the  Bureau  of  Economic  Anatysis  (BEA),  creating  a 
comprehensive  Presidential  primary  and  local  economic  database.  In  the  next  3  sub- 
sections, we  explain  how  we  collected  these  data.  For  more  information  on  the  specifics 
of  the  variables  created,  including  summary  statistics,  the  source  of  each  variable  and  the 
calculation  of  each  variable,  see  Tables  8-10  in  Appendix  A. 

2.1    Primary  Information 

We  hand-collect  a  thorough  database  of  the  dates  of  each  primary  or  caucus  in  each 
state  starting  from  1976,  which  is  the  first  year  the  Democratic  National  Committee 
(DNC)  and  Republic  National  Committee  (RNC)  held  conventions  in  their  current  forms, 
and  ending  in  2008.-'^^  We  obtain  this  information  from  the  Green  Papers  (for  primaries), 
as  well  as  Frontloading  HQ  (for  caucuses),  and  confirm  these  with  state  election  boards 
when  the  two  are  not  consistent.  A/Vhen  a  state's  delegates  are  determined  by  only  state 
party  officials  (and  not  in  caucuses  or  primaries  with  individual  voters) ,  we  count  this  as 

^^A  parallel  literature  looks  at  the  effects  of  the  primary  structure  on  general  election  outcomes.  The 
primary  process  may  constrain  candidates  from  converging  to  the  position  of  the  median  voter,  as  they 

will  take  on  more  extreme  positions  to  satisfy  primary  voters  who  are  less  moderate  than  the  general 
population  (Geer  1988;  Norrander  1989).  MaUiotra  and  Snowberg  (2011)  study  the  effects  of  early  contests 
more  broadty,  including  candidates'  difficulties  of  returning  to  the  center  in  the  general  after  trying  to 
attract  primary  voters. 

^^This  means  that  individual  voters,  not  party  elites,  began  selecting  candidates  in  each  state.  The 
candidate  with  the  most  delegates  earned  the  nomination  at  a  national  convention. 
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a  case  where  the  state  did  not  have  a  "primary."  In  cases  where  states  hold  a  "beauty 
contest"  nomination,  where  individual  voters  choose  their  favorite  candidate  but  there 
are  no  delegates  at  stake,  we  count  this  as  having  a  "primary,"  as  some  candidates  find 
it  important  to  win  a  symbolic  victory  in  these  states  to  gain  momentum.-'-^'-'^ 

Next,  we  collect  information  on  the  date  at  which  the  nomination  was  clinched  for  each 
party  in  each  year.  We  award  a  candidate  the  nomination  when  he  is  the  only  candidate 
left  in  the  contest,  meaning  that  the  primary  campaigning  has  ended.  This  sometimes 
occurs  months  before  the  convention  date.  Table  1  contains  the  dates  at  which  candidates 
dinched  the  nominations  over  time.  In  cases  where  the  incumbent  was  not  challenged  in 
the  primarjf  such  as  1984  for  Ronald  Reagan,  we  code  the  primary  for  that  party  as  "no 
primary." 

Additionally,  in  certain  situations  there  could  be  spending  for  the  primary  and  the 
general  election  at  the  same  time.  For  example,  in  2004,  when  President  George  W.  Bush 
was  the  incumbent,  he  immediately  began  campaigning  for  the  general  election  because 
he  had  no  competition  in  the  primary.  During  this  same  time  period.  Democrats  were 
competing  for  their  party's  nomination.  Likewise,  in  2008  Senator  McCain  started  to 
campaign  for  the  general  election  once  he  clinched  the  nomination  in  March,  whereas  the 
Democratic  primary  continued  for  three  additional  months.  We  want  to  be  sure  that  we 
are  measuring  the  effect  of  primary  election,  not  general  election,  spending.  Thus,  we 
collect  data  on  the  battleground  states  for  each  election  cycle,  asserting  the  conventional 
wisdom  that  candidates  only  campaign  in  battleground  states  in  Presidential  general 
elections  (Stromberg  2008;  Ashworth  and  Clinton  2007;  Huber  and  Arceneaux  2007).^^ 

••^^States  holding  these  "beauty  contests"  usuaEy  choose  their  candidate  based  on  conventions  and  state 

part}^  officials'  decisions.  After  2000,  there  are  some  instances  where  there  were  no  delegates  at  stake, 
after  a  state  had  moved  up  in  the  primar}^  process  and  one  of  the  national  committees  considered  this 
unconstitutional  ,  i.e.  Michigan  and  Florida  in  2008.  These  two  states  still  had  campaigning  from  the 
Republicans,  so  we  include  them  in  this  context  alone. 

■'^'^The  primary  dates  by  party  for  each  state  and  year  combination  from  1976  to  2008  are  available 
upon  request. 

■"^^AU  incumbents  do  not  have  the  luxurj'  of  having  no  opposition  in  the  primary  election.  For  example, 
President  Garter's  low  approval  ratings  gave  the  DNC  justification  to  push  other  candidates,  including 
Edward  Kennedy,  to  challenge  him  in  the  primary  contest. 

^^See  Section  2.3  for  more  on  spending. 
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We  label  a  state  as  a  battleground  state  if  the  difference  in  the  likelihood  the  Democratic 
candidate  wins  and  the  Republican  candidate  wins  is  ever  within  10  percentage  points 
in  Intrade  prediction  markets  or  polling  data  (specifically,  pollster.com  and  David  Leip's 
polling  report).  In  earlier  elections  when  polls  are  more  sparsety  available  (i.e.,  1976- 
1992),  we  instead  look  at  the  races  where  the  candidates'  end  vote  shares  were  within  10 
percentage  points  of  one  another.  ^°  Finally,  a  state  can  only  be  labeled  as  a  battleground 
state  if  1)  the  election  cycle  has  started  and  2)  the  primary  contest  in  at  least  one  party 
has  been  completed  (i.e.,  only  one  candidate  is  remaining). 

2.2  Income 

The  BEA  reports  total  personal  income  in  each  quarter  and  state,  for  each  sector 
of  the  economy.  For  the  purpose  of  this  paper,  we  refer  to  total  earnings  (excluding 
government  transfers)  as  total  income.  We  transform  this  into  per-capita  values  using 
population  data  from  the  US  census.  In  addition  to  total  income  per  capita,  we  focus  on 
the  sectors  where  we  would  expect  large  effects  from  primary  spending,  which  are  mostly 
sei-vice  related  sectors.  Accommodations  and  retail  are  two  sectors  we  focus  on,  in  that 
the  visiting  campaign  staff  and  media  will  need  to  stay  in  hotels  and  make  purchases 
during  the  campaigns.  The  accommodations  and  retail  sector  accounted  for  about  5% 
and  9%  of  total  income  in  2008,  respectively. 

The  BEA  data  is  divided  into  2  periods:  1974-2001,  and  1990-2009,  and  the  sector 
definitions  changed  across  the  two  periods.  We  focus  our  analysis  on  the  services  sector, 
particularly  food  and  accommodations,  because  that  is  where  we  expect  to  see  the  largest 
effect.  In  the  data  from  1974-2001,  the  BEA  only  reports  total  income  in  the  services  sec- 
tor. However,  in  the  1990-2009  data,  they  divide  services  into  different  groups,  including 
food  and  accommodations,  which  we  focus  on.  We  therefore  do  the  analysis  separately 

^"A  list  of  each  state  and  the  years  in  which  the  state  was  a  battleground  in  competitive  in  the  general 
election  is  shown  in  Appendix  B. 

^^Conditional  on  hosting  a  primary  in  a  given  quarter,  the  probability  that  a  given  state  is  labeled  a 
battleground  state  in  the  same  quarter  is  less  than  39  percent. 
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for  each  period  due  to  these  data  limitations. 


2.3    Campaign  Expenditures 

We  obtain  campaign  expenditures  data  for  the  2004  and  2008  primary  election  cycles 
from  the  Center  for  Responsive  Politics  (CRP),  which  collects  and  compiles  data  from 
the  Federal  Election  Commission.^^  These  data  contain  information  on  each  expenditure 
made  in  House  and  Presidential  races  by  campaigns,  Political  Action  Conunittees  (PACs), 
and  state  parties,  where  each  expense  contains  a  date,  location  (down  to  zip  code),  and 
information  on  what  the  expense  entailed  (i.e.  hotel).  We  narrow  this  dataset  to  include 
only  expenses  made  in  pursuit  of  the  primary  nomination  by  the  Presidential  candidate's 
official  campaign,  i.e.  "Barack  Obama  for  President,  2008."  We  do  not  include  PAC 
spending  as  it  is  difficult  to  understand  for  which  campaign  the  PAC  is  spending  its  funds 
(i.e.  Presidential  or  House)  in  the  data. 

These  data  also  include  information  on  the  division  of  the  campaign  in  which  the 
expense  was  made.  We  create  two  different  measures  of  expenditures.  Campaign  expen- 
ditures consist  of  all  money  spent  by  the  candidate  and  his  direct  staff  on  travel,  hotel 
rooms,  and  meals,  as  well  as  local  polling,  Get-out-the-Vote  campaigns  (GOTV),  and 
campaign  events.  In  addition,  campaign  expenditures  include  what  the  campaign  calls 
"administrative  expenditures,"  which  includes  all  money  spent  on  the  offices  within  a  state 
and  its  staffers.  This  mostly  consists  of  spending  on  catering  for  meetings,  rent,  utilities, 
cable,  and  internet  in  campaign  offices,  administrative  supplies  (associated  largely  with  IT 
costs),  and  staffer  travels  (rental  cars,  housing,  flights,  etc.).  Total  expenditures  include 
all  expenses  listed  under  our  campaign  expenditures  measure,  as  well  as  money  spent  on 
broadcast,  radio,  and  print  advertismg,  along  with  other  media-related  costs  (i.e.,  media 
consultants,  production  costs  of  advertisements,  and  miscellaneous  costs  related  to  getting 

^^We  attempted  to  aggregate  the  1990-2009  data  to  get  a  total  measure  of  income  in  the  services 

sector.  Since  the  years  1990-2001  are  inchided  in  both  datasets,  we  can  compare  to  see  how  similar  tlie 
two  measures  are.  The3''  are  very  different,  which  is  why  we  could  not  use  tliis  aggregated  services  income 
in  the  same  analj'sis  as  the  1974-2001  services  data. 
^^See  CRP  (2011)  for  more  information  on  the  dataset. 
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out  the  message). 

The  total  expenditures  are  Hkely  to  include  some  expenses  that  do  not  directly  affect 
a  state's  local  economy  at  the  time  of  a  primary,  though  they  are  expenses  made  for  the 
primary  campaign.  For  example,  the  production  of  an  advertisement  run  in  Iowa  could 
be  done  in  California,  and  thus  included  in  this  measure.  The  production  could  also  be 
done  in  Iowa,  however,  and  it  is  not  feasible,  given  the  data,  to  distinguish  the  two.  Thus, 
for  the  remainder  of  the  paper,  we  choose  to  focus  on  the  campaign  spending  measure  in 
favor  of  the  total  expenditures  measure. 

We  expect  that  campaign  expenditures  are  a  good  proxy  for  the  candidate's  travel 
and  the  campaign's  direct  expenses.  However,  the  administrative  portion  of  the  campaign 
expenditures  are  likely  a  lower  bound  for  the  amount  of  money  staffers  spend  in  each  state 
during  the  campaign.  For  example,  if  campaign  staff  goes  to  a  restaurant  in  the  evening, 
this  will  not  be  covered  as  a  campaign  expense,  especially  if  the  meal  includes  alcohol. 
This  spending  amount  is  a  lower  bound  for  total  exogenous  spending  in  the  area,  since 
national  news  and  media  crews  also  tend  to  follow  and  cover  the  primary  schedule  state 
by  state.  Even  with  this  lower  bound,  states  with  primaries  tend  to  see  between  one  half 
a  million  and  19  milhon  dollars  in  spending  over  an  election  cycle.  Comparing  this  to 
the  median  total  income  in  the  retail  and  accommodations  sectors,  7.14  and  3.3  billion 
respectively,  this  is  still  enough  money  to  modestly  boost  local  income  growth.^* 


3    Descriptive  Statistics 

In  this  section,  we  first  argue  that  the  tuning  and  existence  of  a  primary  campaign  is 

exogenous  to  local  economic  growth.  We  next  look  at  the  campaign  expenditures  data 
from  2004  and  2008  to  establish  that  there  is  more  spending  during  primary  campaigns. 

^*If  we  instead  use  total  expenditures  instead  of  campaign  and  administration  expenditures  in  the 
analysis  that  follows,  our  results  are  slightly  smaller  in  magnitude,  though  they  remain  substantively 
similar  to  the  estimates  provided.  These  results  are  available  upon  request. 
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3.1    Exogeneity  of  Primary  Campaigns 

The  identification  strategy  in  this,  paper  comes  from  the  orthogonality  of  prhnary 
campaign  spending  in  a  given  state  and  the  state's  local  economy,  where  the  natm'e  of 
primary  contests  gives  candidates  an  incentive  to  campaign  sequentially.  Since  this  money 
is  not  targeted  to  states  with  the  most  need,  the  shock  to  consumption  ejcpenditures 
generated  from  primary  campaign  spending  is  exogenous  to  income  levels.  Iowa's  primary 
is  alwa5''s  first  in  the  election  cs^^cle,  so  the  state  should  expect  the  millions  of  dollars  spent 
in  local  businesses  by  the  Presidential  campaigns,  media  crews,  and  the  ceremony  of  the 
primary  election.  Since  the  natural  experiment  fails  in  this  case,  we  drop  all  states  that 
have  a  primary  in  every  year  in  our  analysis.  Other  states,  however,  experience  more 
variation  in  regards  to  (1)  whether  or  not  any  money  will  be  spent  in  primary  campaigns 
and  (2)  how  much  money  will  be  spent.  This  variation  comes  from  two  main  channels. 

First,  the  duration  of  any  primary  campaign  is  unknown  ex  ante.  While  some  primary 
campaigns  leave  only  one  candidate  in  each  party  after  onLj  a  few  months  (i.e.  in  2004 
when  Senator^)'  Kerry  clinched  in  March),  other  election  cycles  (i.e.  2008)  carry  on  until 
June,  reaching  every  state.  Figure  1  shows  the  variation,  by  party,  of  the  number  of 
states  reached  by  campaigns  in  each  election  cycle.  This  shows  significant  fluctuations  in 
the  number  of  states  that  have  primary  elections  each  year,  particularly  in  Republican 
primaries.  Alternatively,  Figure  2  plots  the  duration  of  primary  campaigns  over  time, 
where  the  duration  is  defined  as  the  number  of  days  from  the  first  primary  until  only  one 
candidate  remained  in  the  contest.^^  In  general,  the  early  contests  from  1976-1992  took 
longer  to  determine  each  party's  candidate. 

Figure  2  additionally  plots  the  average  real  GDP  per  capita  in  the  US  over  time,  reas- 
suring us  that  the  duration  of  primaries  is  uncorrelated  with  the  state  of  the  economy.^® 
To  provide  a  specific  example  of  the  changes  in  primary  campaigning  between  years,  we 

^^Since  there  are  potential^  2  primaries  in  each  state  and  year,  there  is  a  duration  for  each  contest. 
We  plot  the  length  of  the  longer  primary  in  each  year. 

^^When  regressing  real  GDP  per  capita  on  the  dtu-ation  of  primaries,  we  find  no  statistically  significant 
relationship  between  the  two  variables. 
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show  the  changes  in  primary  status  by  states  between  the  2004  and  2008  elections.  Figure 
4  shows  which  states  switched  primary  status  between  2004  and  2008.  Comparing  just 
these  2  election  cycles,  we  see  that  there  are  many  states  that  had  primaries  in  2008  but 
not  2004,  due  to  both  the  fact  that  there  was  no  Republican  primar}'-  in  2004  and  the 
length  and  competitiveness  of  the  2008  Democratic  primary. 

Second,  the  ordering  of  primaries  across  states  has  changed  drastically  from  1976 
through  the  present  day.  Although  national  parties  have  some  influence  on  the  timing 
of  primaries,  the  decisions  are  ultimately  made  by  each  state.  There  has  been  significant 
movement  in  the  primary  calendar  over  time.  The  change  in  ordering  also  allows  for 
some  states  to  experience  campaign  spending  in  some  election  cycles  and  not  others. 
In  addition,  if  a  state's  primary  moves  to  a  day  in  which  many  other  states  hold  their 
contests,  this  may  lead  to  a  reduction  in  campaign  spending  in  that  state.  This  gives  us 
variation  in  both  the  existence  of  and  amount  of  spending  by  primary  campaigns. 

The  argument  in  our  paper  implies  that  states  should  have  an  incentive  to  move  their 
primaries  earher  in  the  calendar  in  order  to  gain  economic  benefits.  If  this  were  true, 
then  we  could  no  longer  argue  that  primaries  are  exogenous.  However,  we  do  not  believe 
that  this  is  the  case,  due  to  the  lengthy  process  involved  in  changing  primary  dates.  In 
order  for  a  state  to  be  able  to  change  its  Presidential  primary  date,  the  state  legislature 
must  propose  a  biU,  which  in  most  states  is  an  extremely  lengthy  process,  where  less  than 
5-10%  of  bills  are  passed.^^  The  lengthy  process  creates  difficulty  for  states  to  change 
their  date  in  a  timely  fashion,  making  it  unlikely  that  the  primary  date  will  be  switched 
(and  reached)  when  the  state's  economy  is  at  its  worst.  In  addition,  the  state  and  national 
party  ofhciaJs  must  approve  the  change  in  date  for  the  state's  delegates  to  count  in  the 
nomination  process. 

Furthermore,  even  though  this  change  of  date  is  under  the  authorization  of  state 

^^Most  states  have  dates  like  tlie  following  from  Montana's  Constitution:  13-1-107.  Times  for  holding 
primary  elections.  (1)  On  the  first  Tuesday  after  the  first  Monday  in  June  preceding  the  general  election 
provided  for  in  13-1-104(1),  a  primary  election  shall  be  held  throughout  the  state  (The  Constitution  of 
the  State  of  Montana,  2011). 
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elected  officials  who  have  an  interest  in  state  poHcy,  a  state's  change  in  ordering  is  seem- 
ingly uncorrelated  with  a  change  in  economic  indicators.  To  demonstrate  this,  in  each 
year  we  split  the  states  into  two  groups:  those  who  changed  their  primary  date  from  the 
previous  election,  and  those  that  did  not.^^  Figure  3  plots  the  average  GDP  growth  in 
both  groups  over  tinie.^^  The  graph  also  shows  the  number  of  states  that  changed  their 
primary  date  in  eacli  year.  This  figure  shows  no  systematic  difference  between  the  GDP 
growth  in  both  groups  over  time.^°  We  also  see  that  there  are  a  large  number  of  states 
that  change  their  primary  dates  each  5'ear,  showing  that  this  provides  an  important  source 
of  variation. 

An  additional  literature  on  vote-buying  suggests  that  politicians  can  adjust  funds  on 
a  state-by-state  basis  (See  e.g.,  Levitt  and  Snyder  (1995);  Fleck  (2008)).  If  government 
funds  are  correlated  with  campaign  spending,  this  could  additional^  confound  our  effect. 
However,  the  abiHty  of  politicians  to  adjust  the  allocation  of  government  funds  quickly  on 
a  state-by-state  basis  is  limited.  For  example,  Senator  Kerry  would  have  trouble  providing 
a  voting  record  that  appeased  each  state  he  visited  in  his  Presidential  primary  campaign 
surrounding  the  time  of  that  state's  election.  This  makes  the  approach  talcen  in  this  paper 
more  compelling  than  studies  that  focus  on  differences  in  poHcy  spending  over  time  as 
exogenous  variation. 

3.2    Primary  Spending 

In  this  paper,  we  study  whether  the  existence  of  a  primary  increases  local  income.  For 
there  to  be  an  effect,  there  has  to  be  more  campaign  spending  in  states  with  primaries. 
To  verify  that  this  is  true,  we  use  data  on  campaign  expenditures  from  the  2004  and  2008 
primary  elections.  Table  2  shows  the  distribution  of  spending  for  primaries  by  quarter, 

^®We  label  a  state  as  having  changed  their  primary  date  if  the  date  of  the  primary  made  a  substantial 
diange  (i.e.  more  than  2  weeks)  such  that  it  took  an  initiative  virithLa  the  state's  Board  of  Elections  and 
changed  the  ordering  of  the  primary  schedule. 

^^The  average  GDP  growth  takes  percentage  growth  of  GDP  between  two  years  of  each  state  (in  each 
group)  and  takes  the  average  of  those  observations  b}''  3fear. 

t-test  shows  that  the  difference  in  the  means  is  not  statistically  different  than  0. 
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where  states  with  primaries  in  the  current  or  next  period  have  higher  spending  than  areas 
without  primaries.  We  see  that  spending  increases  not  only  increased  during  the  quarter 
of  the  primary,  but  also  in  the  quarter  before  the  primary.  Early  spending  could  occur 
because  candidates  campaign  in  some  states  for  an  extended  period  of  time,  especially 
when  the  race  is  on  the  cusp  of  two  quarters. 

Next,  we  look  at  the  changes  in  spending  in  states  as  they  change  primary  status  over 
the  years,  to  ensure  that  having  a  primary  leads  to  increased  spending.  In  general,  we 
see  that  states  that  did  not  have  a  primary  in  2004  and  did  have  one  in  2008  tended  to 
have  more  spending  in  2008.  Figure  4  shows  the  states  that  held  a  primary  in  2008  and 
not  in  2004,  and  Figure  5  shows  the  percentage  change  in  expenditures  between  the  two 
election  cycles.  States  such  as  Pennsylvania  and  Utah,  which  were  reached  in  the  lengthy 
Democratic  campaign  in  2008,  had  over  20  percent  more  primary  spending  in  this  election 
cycle  than  they  did  in  2004,  when  the  process  culminated  before  the  state  was  reached. 
There  is  also  an  increase  in  spending  from  2004  to  2008  in  early  states  like  Iowa,  South 
Carolina,  and  New  Hampshire,  where  the  increased  number  of  candidates  and  the  fact 
that  both  parties  held  primaries  increased  the  spending  in  those  states.  Conversely,  the 
state  election  boards  in  Michigan  and  Florida  moved  their  Presidential  primary  contests 
up,  and  set  the  elections  in  January  2008.  The  DNC  challenged  these  moves,  and  in  turn, 
Democratic  candidates  opted  to  not  campaign  in  these  states.  Thus,  spending  in  these 
states  actually  decreased  from  their  later  primary  day  in  2004.^-^  Overall,  these  figures 
show  variation  in  spending  in  states,  depending  on  whether  or  not  there  is  a  primary  in 
that  year.  This  supports  our  argument  that  there  wiU  be  more  spending  in  states  with 
primaries. 

Using  the  spending  data  and  the  primary  dummies  in  2004  and  2008,  we  estimate  the 

^■"■There  are  cases  where  state  boundaries  provide  a  neighboring  state  with  additional  spending  when 
there  is  not  a  primary  in  that  state.  For  example,  New  Jersey  benefited  from  New  York's  early  primary 
on  a  day  independent  of  all  other  primar}'  contests  in  2004.  This  is  because  candidates  spent  money 
renting  cars,  pmxhasing  hotel  rooms,  and  eating  some  meals  in  New  Jersey,  though  they  were  officialljr 
campaigning  in  NY.  When  compared  to  2008,  even  though  NJ  held  its  own  primary,  it  did  this  on  a 
day  when  manj'  other  states  also  held  primaries,  as  did  NY.  This  made  spending  higher  in  the  previous 
election  cycle. 
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relationship  between  the  existence  of  a  primary  and  spending  growth,  while  controlUng 
for  the  same  factors  we  take  into  accomit  in  our  later  analysis.  We  first  construct  a 
set  of  control  variables  we  expect  to  be  correlated  with  the  intensity  of  spending.  The 
structure  of  the  primary  calendar  is  such  that  there  is  often  one  day  with  many  of  the 
elections,  typically  called  "Super  Tuesday."  We  control  for  whether  or  not  an  election  in 
a  state  is  on  this  day  each  year.^^  Another  possibility  is  that  in  states  with  late  primaries, 
early  spending  for  the  general  election  when  one  party's  nominee  has  been  determined 
and  the  other  has  not  could  falsely  lead  to  higher  levels  of  income  growth,  especially 
in  battleground  states.  To  account  for  this,  we  control  for  whether  or  not  a  state  is  a 
battleground  state  in  periods  after  one  party's  candidate  has  been  chosen. 

The  first  column  in  Table  3  shows  that  the  existence  of  a  primary  more  than  doubles 
spending  growth  in  that  quarter,  when  compared  to  states  without  primaries.  Primary 
spending  growth  is  lower  in  "Super  Tuesday"  states  when  compared  to  states  with  pri- 
maries on  other  days,  as  "Super  Tuesday"  elections  make  it  hard  for  time-constrained 
pohticians  to  campaign  everywhere.  In  addition,  battleground  states  tend  to  have  signif- 
icantly lower  spending  growth  than  non-battleground  states.  This  result  is  not  surprising 
since  our  dependent  variable  is  only  primary  spending  growth,  and  does  not  include  money 
earmarked  for  the  general  election.^*  In  addition,  competitive  states  are  always  labeled 
as  "battleground"  in  the  third  quarter  of  the  election  year,  or  the  height  of  the  general 
election.  This  is  the  time  in  which  primary  growth  is  most  likely  to  be  negative,  or  lower 
than  the  previous  period.  If  we  add  state  level  fixed  effects  to  this  model,  as  in  Column 
(2),  we  see  that  primary  campaigning  still  more  than  doubles  spending  growth  when  com- 

^^Our  "Super  Tuesday"  control  is  defined  as  the  daj'  each  year  that  has  the  most  primary  elections  in 
a  given  state.  The  list  of  states  with  primaries  on  "Super  Tuesday"  in  each  year  is  shown  in  Appendix  B. 
"Super  Tuesday"  is  always  reached,  so  it  is  an  interaction  term  between  the  primary  dummy  and  having 
an  election  on  the  given  date. 

^^We  could  include  a  control  for  whether  or  not  a  state  held  a  competitive  primary.  For  example,  in 
President  Bush's  home  state  of  Texas,  he  may  have  already  been  a  favorite  and  not  needed  to  campaign. 
However,  enough  states  have  a  proportional  share  of  electoral  votes,  so  candidates  still  receive  votes 
towards  the  final  count  if  tliey  do  not  win  a  majority  in  a  given  state. 

^■^The  probability  of  being  in  a  battleground  state  in  a  given  quarter  conditional  on  having  a  primary 
in  the  same  state,  quarter  is  less  than  36%  in  this  sample. 
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pared  to  a  period  wlien  the  state  did  not  have  a  primary.  Hosting  a  primary  on  "Super 
Tuesday"  lowers  this  substantially,  as  does  being  in  a  battleground  state. 


4    Empirical  Analysis 

In  this  section,  we  estimate  the  effect  of  primar}''  spending  on  local  economic  devel- 
opment. We  first  test  how  the  existence  of  a  primary  before  the  nomination  has  been 
determined  affects  changes  in  income  growth  from  1976-2008.  We  then  verify  these  re- 
sults using  data  on  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 

4.1    Existence  of  a  Primary 

We  assume  that  a  state's  income  in  a  given  quarter  depends  on  whether  or  not  there 
is  a  primary  in  a  given  time  period,  a  set  of  control  variables,  and  state  and  year  fixed 
effects.  Let  Pa  be  a  dumm}'  variable  indicating  whether  or  not  there  is  a  primary  in  state 
i  at  time  t.  Denote  the  log  average  per  capita  income  in  sector  s  in  state  i  at  time  (year) 
t  as  yist,  state  fixed  effects  as  //jsj  time  fixed  effects  as  7st,  control  variables  as  Xu,  and 
the  error  term  as  €isf  Then  we  can  write 


Taking  first  differences  of  Equation  (1),  the  state  and  year  fixed  effects  drop  out: 


where  iist  =  Acist- 

We  estimate  equation  (2)  and  look  at  how  changes  in  the  primary  dummy  variable 

^^The  3'ear  fixed  eifects  do  not  drop  out  in  every  period.  Since  we  are  using  quarterl}^  data,  as  we  go 
from,  the  4th  quarter  of  one  3'ear  to  the  first  quarter  of  the  next,  the  year  fixed  effects  technically  will  not 
difference  out.  However,  since  they  would  only  be  identified  off  of  one  quarter  per  year,  we  chose  to  drop 
these  year  fixed  effects. 


(1) 


(2) 
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affect  income  growth  in  different  sectors.  Identification  in  this  specification  comes  from 
comparing  states  with  primaries  to  those  that  do  not  have  primaries.  We  define  a  state 
as  having  primary  spending  if  there  is  a  primary  in  the  current  quarter  or  in  the  next 
quarter,  acknowledging  that  candidates  sometimes  spend  an  extended  amount  of  time 
campaigning  in  a  state. 

We  drop  states  that  have  primaries  in  every  election  year,  as  it  is  hard  to  argue  that 
the  existence  of  a  primary  is  exogenous  in  states  that  anticipate  primary  spending  each 
C3''cle.  Perfect  foresight  of  primary  spending  may  allow  individuals  to  internalize  more 
upfront  costs,  where  business  that  normally  would  not  be  open  in  a  given  season  may 
change  their  behavior  since  they  Icnow  primary  campaigns  will  spend  there  with  certainty 
each  cycle.  These  states  invalidate  the  natural  experiment  present,  where  it  is  necessary 
to  maintain  uncertainty  in  the  timing  and  duration  of  primary  elections.  Dropping  these 
traditionally  early  states  leaves  us  with  a  sample  of  states  for  which  there  is  variation 
in  whether  or  not  there  is  a  primary,  so  each  election  cycle  contains  uncertainty  as  to 
whether  or  not  they  will  receive  primary  spending. 

We  present  the  unconditional  effects  of  hosting  a  primary.  Since  the  existence  of 
primary  campaigns  are  exogenous  to  the  state  of  the  economy,  the  unconditional  effects 
of  campaign  spending  will  be  unbiased.  In  this  specification,  we  still  include  quarter  fixed 
effects  to  control  for  seasonal  fluctuations  in  income.  We  control  for  variables  that  may 
affect  the  volume  of  spending,  such  as  having  a  primary  on  "Super  Tuesday"  and  whether 
or  not  the  state  was  a  battleground  in  the  given  period. 

In  Table  4,  we  show  results  for  total  earned  income,  as  well  as  in  sectors  where  we  would 
expect  the  largest  effect  from  primaries:  accommodations,  services,  and  retail  trade.  We 
expect  accommodations  to  be  particular^  affected;  however,  this  measure  is  not  available 
for  the  early  data,  so  we  instead  use  the  services  sector  for  the  first  time  period.  The  data 
from  the  later  time  period  shows  that  accommodations  is  the  service  sector  most  affected 
by  primarjr  spending.  We  expect  that  primar}''  campaign  spending  will  directly  affect  the 
accommodations  sector,  as  increased  revenues  from  hotel  room,  catering,  food  services, 
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and  additional  ejqpenses  the  campaigns  incur  flow  straight  into  this  sector.  The  definition 
of  retail  trade  changed  slightly  between  the  two  periods  provided.  However,  since  we  are 
looking  at  growth,  we  pool  the  observations  from  the  two  time  periods.  To  account  for 
this  difference,  we  include  a  dummy  variable  in  the  estimation  to  account  for  which  time 
period  the  data  is  from. 

The  first  three  columns  of  Table  4  show  that  primary  spending  increases  total  income 
growth  by  approximately  0.53  percentage  points,  where  the  average  state  income  growth 
reported  in  Table  8  in  Appendix  A  is  1.3%.  Primary  spending  increases  income  in  the 
services  and  accommodations  sectors  by  0.76  and  0.47  percentage  points,  respectively 
(where  the  mean  growth  rates  are  2.1%  and  1.1%,  respectively).  For  retail  trade,  we  see 
a  positive  eJffect  of  primary  spending  on  income  levels,  though  this  is  not  statistically 
different  from  zero. 

Table  4  also  shows  that  having  a  primary  on  Super  Tuesday  decreases  the  overall 
effect  in  Columns  (l)-(5),  so  much  so  that  they  negate  any  positive  effect  of  hosting  a 
primary.  This  is  expected  because  candidates  devote  less  resources  to  each  state  if  there 
are  multiple  primaries  on  the  same  day,  as  shown  in  Table  3.  We  do  not  find  a  statistically 
significant  effect  of  being  a  battleground  state.  The  timing  is  set  such  that  states  count  as 
a  battleground  starting,  in  the  calendar  year  of  the  election,  when  one  candidate  in  either 
party  has  clinched  the  nomination.  When  an  incumbent  is  not  challenged  in  a  primary,  a 
state  that  is  competitive  in  the  general  election  is  classified  as  a  battleground  state  starting 
in  the  first  quarter  of  the  election  year.  However,  the  most  intense  campaigning  occurs 
during  the  3rd  quarter  of  each  election  year.  When  we  only  allow  states  to  be  classified 
as  battleground  states  in  the  third  quarter,  the  battleground  dummy  variable  is  positive 
and  statisticallj''  significant.  This  implies  that  income  growth  increases  in  battleground 
states  later  in  the  election  cycle,  possibly  due  to  spending  for  the  general  election. 

In  an  alternate  specification,  we  also  include  state  fixed  effects  when  estimating  Equa- 
tion (2).  In  the  initial  setting,  the  state  fixed  effects  dropped  out  of  the  regressions 
because  we  studj'^  income  growtli.  In  tliis  next  specification,  we  allow  for  state  fixed  ef- 
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fects  in  growth  rates.  This  changes  the  identification  of  the  dummy  variable  for  primary 
elections.  Without  state  fixed  effects,  the  coefficient  on  the  primary  election  variable  was 
identified  by  comparing  the  income  growth  in  states  with  and  without  primaries.  By 
including  state  fixed  effects,  the  coefiicient  is  identified  by  comparing  income  growth  in  a 
given  state  when  the  primary  variable  changes  values.  The  results  with  state  fixed  effects 
are  in  Table  5.  This  does  not  substantively  change  the  results. 

This  increased  income  could  come  through  increased  labor  force  participation,  or  an 
increase  in  hours  worked  (as  well  as  overtime  pay)  for  current  workers.  Using  data  from 
the  Bureau  of  Labor  Statistics  on  the  number  of  workers  in  each  sector  on  a  monthly 
basis,  we  find  no  effect  of  primary  elections  statistically  different  from  zero.  This  implies 
that  our  results  are  due  to  increased  hours  worked  for  current  workers  in  the  sector. 

4.2  Expenditures 

Next,  we  verify  the  results  in  the  previous  section  with  data  on  the  amount  spent  by 
campaigns  in  each  state  during  the  2004  and  2008  primary  elections.  This  setup  allows 
for  an  extra  source  of  variation  resulting  from  differences  in  expenditures  across  states 
and  time. 

Denote  logged  spending  in  a  state  as  en,  and  yiat  is  defined  identical  to  Equation  (1).^'^ 
Then 

Vist  =  Pos  +  filseu  +  hsXit  +  His  +  1st  +  ^ist 

Taldng  differences,^^ 

^Vist  =  A.Aeit  +  l32s^Xit  +  Eist  (3) 

^^Iii  these  results,  we  use  the  same  specification  as  above.  These  results  are  available  upon  request. 

"If  we  instead  use  per  capita  spending,  our  results  are  almost  sjmonytnous.  This  is  because  there  is 
little  change  in  state  population  between  quarters.  These  results  are  in  Table  13  in  Appendix  C. 

^^The  year  fixed  effects  will  not  difference  out  as  we  go  from  the  last  quarter  of  each  year  to  the  first 
quarter  of  the  following  year.  However,  since  they  would  only  be  identified  oiF  of  one  quarter  per  year, 
we  choose  to  drop  the  year  fixed  effects. 


19 


The  parameter  tells  us  how  changes  in  spending  growth  alfect  income  growth  in 
each  sector.  This  provides  a  more  precise  estimate  of  the  effect  of  spending  growth  on 
income  growth  since  we  also  have  variation  in  spending  in  each  state  and  quarter.  Our 
identification  largety  comes  from  states  that  were  reached  in  the  2008  election  but  not 
in  2004.  However,  we  argue  that  the  amoiuit  spent  is  orthogonal  to  a  state's  economic 
growth,  as  even  if  a  state  is  consistently  reached  (and  is  reached  in  both  2004  and  2008), 
there  is  still  uncertainly  about  the  degree  of  spending  in  each  year.  For  example,  some 
years  provide  competition  between  candidates  in  both  parties,  while  others  have  competi- 
tion from  only  one.  In  addition,  there  is  large  variation  in  the  number  of  entrants  within 
each  party  between  years.  At  times,  favored  candidates  do  not  win  the  early  states,  turn- 
ing the  tide  of  the  election,  thereby  increasing  the  competitiveness.  Changes  in  primary 
dates  affected  the  spending  in  some  states  as  well.  For  example.  New  York  moved  its  pri- 
mary in  2008  to  an  election  day  with  other  states,  causing  a  decrease  in  its  expenditures 
between  the  two  cycles.  Thus,  our  variation  comes  from  states  that  had  both  increased 
and  decreased  expenditures  over  the  two  election  years.  Finally,  we  exploit  variation  in 
spending  over  the  course  of  the  primary  election  cycle,  where  earlier  contests  with  more 
competitors  tend  to  exliibit  more  spending.  As  in  the  previous  section,  we  drop  the  states 
with  early  primaries  (Iowa,  New  Hampshire,  and  South  Carolina),  which  have  primary 
elections  in  every  year.^^ 

We  use  quarterly  data  on  campaign  expenditures  in  a  given  state  to  estimate  Equation 
(3),  and  are  interested  in  the  coe£B.cient  on  the  growth  rate  in  expenditures,  Pis.  In 
this  analysis,  we  use  data  from  2003-2004  and  2007-2008.  We  continue  to  control  for 
battleground  status  of  the  state,  though  we  no  longer  control  for  different  attributes  of 
the  primary,  as  the  spending  amounts  will  capture  the  existence  of  a  "Super  Tuesday."  ^° 

Table  6  reports  the  coefficient  and  standard  errors  for  jSi^  in  Equation  (3),  which  is 

^^If  we  restrict  the  sample  further  to  include  only  the  states  that  change  priraary  status  between  the 
two  election  cycles  (or  only  estimating  the  extensive  margin),  our  results  remain  substantively  similar, 
though  our  standard  errors  become  slightly  larger. 

'"'If  we  additionally  control  for  lagged  spending  growth  or  the  "Super  Tuesday"  dummy  variable,  /3is 
is  not  statisticalljf  different  from  the  specification  shown  in  Table  6. 
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the  coefficient  on  the  growth  rate  in  expenditures.  In  order  to  generate  results  that  axe 
comparable  to  those  found  in  Tables  4-5,  we  estimate  what  the  increased  economic  growth 
from  having  a  primary.  To  do  this,  we  use  the  results  from  Table  3,  which  show  that  hav- 
ing a  primary  more  than  doubles  campaign  spending  in  a  state  (or  over  100%).  We  find 
that  campaign  spending  modestly  increases  quarterly  growth,  where  doubling  campaign 
expenditures  between  quarters  results  in  a  0.054  percentage  point  increase  in  a  state's  to- 
tal income  from  the  previous  quarter,  adjusting  for  seasonal  increases  in  income.  We  see 
the  largest  effects  in  the  accommodations  and  retail  trade  sectors,  where  doubling  expen- 
ditures results  in  a  0.13  and  0.061  percentage  point  increase  in  income,  respectively.  We 
find  larger  effects  in  the  accommodations  sector  than  we  do  for  total  income.  Comparing 
these  to  the  mean  income  growth  rates  for  the  time  period  in  Table  8  in  Appendix  A, 
we  find  that  these  results  are  about  a  35%  increase  in  total  income,  making  these  results 
consistent  with  the  previous  analysis. 

The  results  for  the  retail  trade  sector  are  slightly  different  from  the  previous  results 
using  a  primary  dummy  variable,  as  they  axe  now  statistically  different  from  zero.  While 
this  sector  has  smaller  growth  rates  on  average  when  compared  to  the  other  two  sectors, 
the  increased  growth  in  the  later  period  may  in  part  be  influenced  by  the  many  techno- 
logical and  startup  needs  of  the  campaign  offices'  expenses  that  happened  from  2004-2008 
moreso  than  in  previous  periods.  In  addition,  given  a  larger  effort  of  grass  roots  cam- 
paigning from  2004-2008,  staffers  likety  spent  more  time  in  less  populated  areas,  allowing 
them  to  promote  local  economies  more  than  in  the  longer  time  period.  The  battleground 
dummies  again  appear  to  slightly  decrease  income  growth. 

Similar  to  the  previous  section,  we  also  include  state  fixed  effects,  where  the  comparison 
now  comes  from  changes  in  spending  growth  within  the  same  state.  This  is  shown  in  Table 
14,  and  does  not  substantially  change  the  results.  In  addition,  we  replicate  the  results 
using  the  primary  dummy  variables  from  the  previous  subsection  on  this  subsample.  These 
results,  in  Table  15  in  Appendix  C,  are  consistent  with  the  results  in  Tables  4-5. 

Theoretically,  these  expenditure  results  can  be  used  to  calculate  a  multiplier,  which 
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•would  give  the  effect  of  additional  spending  on  income  levels.  We  expect  that  a  multiplier 
effect  will  exist  if  service  sector  employees  are  receiving  higher  wages  and  exuding  higher 
levels  of  spending.  For  example,  if  a  waitress  receives  a  greater  amount  of  tips  than  usual, 
she  may  be  more  inclined  to  make  additional  purchases,  or  even  tip  her  hairdresser  more. 
This  money  will  continue  to  circulate  in  the  state's  economy.  Calculating  this  multiplier 
would  provide  a  comparison  to  the  traditional  literature  on  fiscal  stimulus  multipliers, 
given  that  this  multiplier  would  reflect  previously  unstudied  sectors.  However,  we  do  not 
have  a  complete  measure  of  the  amount  spent  during  primary  campaigns.  Our  measure  of 
spending  is  a  lower  bound  on  the  actual  amount  of  additional  spending  brought  forth  by 
a  Presidential  primary  campaign,  and  does  not  include  spending  by  the  media,  individual 
spending  by  staffers,  or  the  additional  expenditures  put  forth  by  a  state's  residents  in 
order  to  engage  in  campaign  events.  For  simplicity,  we  will  refer  to  these  additional 
expenses  as  "media  spending"  for  the  remainder  of  the  discussion.  This  mis-measurement 
of  total  spending  makes  it  hard  to  calculate  accurate  multipliers. 

We  assume  that  media  spending  and  our  expenditure  values  are  highly  correlated,"*^ 
which  implies  that  our  estimate  of  Pu  will  not  be  biased.  However,  this  makes  it  difficult 
to  estimate  the  multiplier.  The  multiplier  tells  us  how  much  total  income  would  grow  with 
an  additional  $1  of  spending.  In  our  setup,  an  additional  $1  of  primary  spending  does  not 
just  account  for  a  $1  increase  in  spending,  as  it  would  also  be  associated  with  an  increase 
in  media  spending.  Because  we  do  not  have  an  accurate  measure  of  media  spending, 
we  are  uncertain  of  the  degree  to  which  media  spending  would  increase,  and  therefore 
cannot  calculate  an  accurate  multipHer.  This  argument  implies  that  multiphers  would  be 
(and  are)  unreasonably  large  (just  over  10).  When  we  instead  run  simulations  varying 
the  amount  of  media  spending,  between  50%  and  100%  of  our  expenditure  values,  our 
estimates  of  remain  statistically  equivalent  to  the  previous  estimates.  This  simulation 
also  produces  lower  and  reasonable  multiplier  estimates  within  ranges  of  media  spending 

*^We  think  this  is  a  valid  assumption  since  a  race  with  greater  primary  spending  may  have  more 

electoral  votes  and  garner  more  media  attention.  Also,  like  candidates,  networks  are  constrained  if  many 
contests  occur  on  the  same  day  and  have  to  spend  less  covering  each  given  state. 


22 


between  50%  and  100%  of  total  campaign  spending  (between  2  and  3.5).  The  biggest 
difference  between  our  work  and  the  traditional  pubhc  finance  literature  looking  at  local 
multipliers  is  the  lack  of  pubhc  investment  spending  in  this  paper. 

5    Where  is  the  Money  Coming  from? 

A  discussion  of  the  economic  benefit  of  primaries  would  be  incomplete  witliout  consid- 
ering the  sources  of  these  funds.  In  particular,  concern  may  arise  that  campaign  contri- 
butions from  individuals  within  a  state  are  approximately  equal  to  campaign  spending  in 
that  same  state.  If,  for  example,  Iowa  residents  axe  contributing  at  a  higher  rate  than  the 
rest  of  the  country  (especially  at  the  time  of  the  primary),  funds  may  simply  be  moving 
amongst  Iowa  citizens. 

Campaign  spending  differs  from  traditional  government  spending  because  campaigns 
are  financed  through  three  sources:  individual  level  contributions,  federal  matching  funds, 
and  Political  Action  Committee  (PAC)  contributions.  Individual  level  contributions  in 
presidential  races  are  generally  considered  consumption  goods,  where  an  individual  do- 
nates to  a  campaign  if  it  increases  his/her  utility  (Ansolabehere  et  al.  2003).  Thus, 
individuals  who  enjoy  following  politics,  as  well  as  those  with  more  resources,  tend  to 
contribute  more  money  to  candidates  and  do  this  more  frequently  (Brady  et  al.  1995). 
While  we  do  not  precisely  know  the  counterfactual,  we  postulate  that  this  money  would 
not  be  spent  in  the  absence  of  primaries,  as  those  who  contribute  in  primaries  tend  to 
be  more  high-income  individuals  whose  budgets  allow  for  some  flexibility  in  spending. 
However,  we  cannot  fully  assess  the  value  of  individuals'  participation  in  the  process, 
where  they  give  their  time,  or  small  dollar  donations  to  the  campaign.  These  resources 
would  likely  be  reallocated  in  the  absence  of  the  race.  An  additional  source  of  "individ- 
ual" funds,  which  are  less  frequently  utilized  in  primary  races,  is  a  candidate's  personal 
expenditures,  which  likely  would  not  be  spent  to  the  same  extent  in  the  absence  of  a  race 
and  are  a  direct  transfer  to  individuals  in  the  service  sector  of  states  with  a  high  degree 
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of  campaigning. 

Second,  partial  public  funding  is  available  to  Presidential  primary  candidates  in  the 
form  of  matching  payments  of  up  to  $250  per  individual  contribution.'*^  To  obtain  these 
funds,  candidates  must  become  eligible  and  limit  themselves  to  spending  caps.'*''  Again, 
these  funds  differ  from  the  traditional  federal  spending  in  that  they  are  not  targeted  at 
aiming  an  impoverished  area,  but  instead  are  entrusted  to  viable  Presidential  candidates 
"with  intentions  of  getting  out  their  messages  to  help  voters  malce  an  informed  decision. 
There  has  been  little  variation  in  the  total  federal  funds  allocated  for  Presidential  primary 
contests  over  our  full  sample  period  (1976-2008),  and  this  money  can  be  seen  as  a  transfer 
from  all  taxpayers  to  those  receiving  campaigning. 

Third,  candidates  receive  money  from  PACs.  While  PAC  contributions  have  increased 
significantly  since  1976  (FEC  2010),'*^  candidates  still  receive  most  of  their  money  during 
the  primary  from  individuals  and  matching  funds.  This  is  because  partisan  PACs  gen- 
erally wait  until  a  candidate  has  clinched  the  nomination  to  stand  behind  him.  In  2008, 
candidates  raised  a  total  of  $534  million  from  individuals,  $63  million  fr-om  PACs,  and  $21 
roilUon  from  federal  matching  funds.  Similarly,  in  2004,  caadidates  raised  $130  million 
from  individual  contributors,  $10  million  from  PACs,  and  $27  from  federal  funds.'*^ 

Recognizing  that  the  majority  of  campaign  spending  comes  from  individuals,  we  ana- 
lyze the  geographic  sources  of  the  donations  in  Figures  6-7  for  2004  and  2008,  respectively. 
We  construct  a  measure,  entitled  Campaign  Ratio,  by  dividing  total  campaign-related  ex- 
penses (i.e.,  money  spent  specifically  on  the  travel-related  activities  for  campaigning,  not 
on  ads,  media,  consultants,  etc.)  in  a  given  state  by  that  state's  total  individual-level 
campaign  contributions.  Thus,  the  greater  the  measure,  the  more  relative  money  that  is 
coming  from  out  of  state  than  being  spent  in  state. 

■*^Vaxiation  in  total  federal  funding  wUl  come  via  the  number  of  contributions  as  well  as  the  number  of 
candidates  raising  the  threshold  amount  to  begin  collecting  federal  dollars  within  each  primary  cycle. 
*^See  V7ww.f  ec  .gov  for  more  on  these  rules. 

^^Also,  seethe  CRP  http://www.opens8crats.org/pres08/totals.php?cycle=2008  for  more  trends 
on  giving  and  expenditures. 

Calculations  based  on  Federal  Election  Commission  data  on  Presidential  candidates'  primary 
fundraising. 
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In  Figure  6,  we  see  that  in  early  states  like  Iowa,  New  Hampshire,  South  Carolina, 
Missouri,  Arltansas,  and  Virginia,  there  is  the  greatest  ratio  of  spending  to  contributions. 
States  like  Texas,  Washington,  and  California  had  some  of  the  lowest  ratios  in  2004, 
meaning  that  residents  were  contributing  more  money  than  was  being  spent  in  the  state 
on  campaigns.  Similarly,  Figure  7  shows  that  Iowa,  New  Hampshire,  Wisconsin,  Missouri 
and  Iowa  have  the  highest  amount  of  money  spent  on  primary  campaign  expenditures, 
compared  to  he  total  contributions  by  state  residents.  However,  South  Carolina  and 
Kansas  still  saw  more  money  spent  in  their  states  than  what  their  residents  contributed. 
In  general,  what  we  see  is  a  transfer  of  funds  from  individuals  in  some  states  with  many 
contributors  to  states  early  in  the  primary  process,  or  on  days  with  their  own  contest. 
These  figures  imply  that  the  money  being  spent  during  primaries  is  mostly  coming  from 
outside  the  state.'*® 

6  Conclusion 

This  paper  takes  a  traditional  public  finance  and  macroeconomics  question,  asking  how 
government  spending  affects  local  economies,  and  looks  at  primary  campaign  spending  as 
an  exogenous  shock  to  previously  unstudied  sectors  of  a  state's  economy.  We  find  that 
this  money  modestly  increases  income  growth  in  a  state.  Specifically,  the  service  sectors 
see  the  largest  effects,  where  the  accommodations  sector  seems  to  be  the  main  source  of 
this  finding. 

While  other  papers  have  investigated  the  ability  of  early  primaries  to  influence  policj'^, 
as  candidate's  attempt  to  appease  early  state's  preferences  in  order  to  clench  the  nomi- 
nation early  (Malhotra  and  Snowberg  2011),  our  paper  is  the  first  to  show  the  economic 
value  of  hosting  a  primary  race.  We  also  find  that  when  there  are  few  candidates  in 
the  race,  it  is  more  valuable  to  have  a  primary  race  that  occurs  independently  of  other 
states,  maldng  a  Super  Tuesday  primary  less  valuable  in  terms  of  spending  and  economic 

Again,  we  do  not  look  at  small  donations  or  within-state  volunteering  as  inputs. 
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growth.  This  paper  provides  additional  incentives  for  states  to  move  their  primaries  up 
in  the  ordering,  though  to  do  so  strategically. 

Additionally,  this  paper  provides  a  new  insight  on  fiscal  stimulus.  While  previous 
work  has  established  a  link  between  government  spending  and  increases  in  emploj^ment, 
earnings,  and  income,  this  paper  asserts  that  additional  spending  in  states'  service  sectors 
provide  short-run  increases  to  personal  earnings  on  the  intensive  margin.  Thus,  when 
individuals  are  greeted  with  a  political  campaign,  they  should  relish  in  the  stimulus  this 
provides  (and  the  transfers  from  individuals  in  other  states  that  allow  this  to  occur).  A 
federal  re-ordering  of  the  primary  calendar  may  best  be  structured  to  help  states  with 
struggling  service  sectors. 

As  policymakers  continue  to  reform  campaign  finance  legislation,  they  should  consider 
the  potential  positive  effects,  though  short-run  and  sector-specific,  that  can  ensue  from 
campaign  spending  in  states. 
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Figures 


Figure  1:  Number  of  primaries  over  time 
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Figure  2:  Primar}^  Length  and  GDP 
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Figure  4:  Primary  Status  Between  2004  and  2008 


I       I  Primaries  Both  Years 
j  Primary  In  2008,  not  2004 


Figure  5:  Changes  in  Expenditures  from  2004-2008 
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Figure  6:  Campaign  Expenditures  and  Contributions  in  2004 


Figure  7:  Campaign  Expenditures  and  Contributions  in  2008 
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Tables 


Table  1:  Dates  when  only  one  candidate  remains  by  paiiy 


Republicans 

Democrats 

Date  Clinched 

Nominee 

Date  Clinched 

Nominee 

1976 

8  June 

Gerald  Ford 

8  June 

Jimmy  Carter 

1980 

1  May 

Ronald  Reagan 

4  June 

Jimmy  Carter 

1984 

No  Contest 

Ronald  Reagan 

5  June 

Walter  Mondale 

1988 

15  March 

George  H.W.  Bush 

7  June 

Michael  Dukakis 

1992 

No  Contest 

George  H.W.  Bush 

2  June 

Bill  Clinton 

1996 

5  March 

Bob  Dole 

No  Contest 

Bin  Clinton 

2000 

9  March 

George  W.  Bush 

9  March 

Al  Gore 

2004 

No  Contest 

George  W.  Bush 

11  March 

John  Kerry 

2008 

4  March 

John  McCain 

3  June 

Barack  Obama 

Notes:  President  Carter  had  a  very  low  approval  rating  and  was  forced  by  the  DNC 
to  run  in  the  primary  in  1980.  No  Contest  means  that  there  were  no  contenders 
against  the  incumbent  president. 


Table  2:  Spending  by  Primary  Existence 


Primary  Status    Total  Spending  Campaign  Spending 


Primary  in  current  quarter 


Average  1,507,529  703,237 

Median  423,584  222,641 

25th  Percentile  86,755  55,653 

75th  Percentile  1,487,526  721,901 

Observations  89  89 


Primary  in  next  quarter 


Average  1,733,553  638,328 

Median  276,206  138,157 

25th  Percentile  33,115  27,522 

75th  Percentile  1,336,009  679,948 
Observations                              89  8£) 


No  primary 


Average                                 861,762  372,993 
Median                                   99,962  35,286 
25th  Percentile                         16,191  4,207 
75th  Percentile                        533,750  255,636 
Observations  624  624  

Total  Spending  includes  all  money  spent  by  campaigns  (in  $s) . 

Campaign  Spending  removes  ad  and  media  expenditures  from  Total  Spending. 

Compares  quarter/states  with  and  without  primary  elections 

in  2003-2004,  2007-2008. 
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Table  3:  Primary  Existence  Predicts  Primary  Campaign  Expenditures 


Dependent  Variable= Spending  Growth 


(1) 

(2) 

Primary 

1.128*** 

1.218*** 

(0.281) 

(0.335) 

Primary  on  Super  Tuesday 

-0.481 

-0.693* 

(0.341) 

(0.392) 

Battleground  State 

-1.500*** 

-1.688*** 

(0.222) 

(0.229) 

Observations 

658 

658 

Robust  standard  errors  in  parentheses.  *  p<  0.10,  **  p  <  0.05,  ***  p  <  0.01 

Includes  quarter  dummies.  Column  (2)  includes  state  fixed  effects. 
Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign 
in  the  given  state  and  given  quarter  or  following  quarter. 


Table  4:  Primary  Elections  Increase  Income  Growth 


Dependent  Variable=Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

(4) 

Income 

Services 

Accommodations 

Retail  Trade 

1974-2009 

1974-2001 

1990-2009 

1974-2009 

Primary 

0.00525*** 

0.00761*** 

0.00473** 

0.000798 

(0.000678) 

(0.000958) 

(0.00227) 

(0.000970) 

Primary  on  Super  Tuesday 

-0.00399** 

-0.0140*** 

-0.0146*** 

-0.00746** 

(0.00188) 

(0.00316) 

(0.00486) 

(0.00294) 

Battleground  state 

0.000202 

-0.000194 

-0.00214* 

0.000474 

(0.000576) 

(0.000842) 

(0.00125) 

(0.000736) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies.  State-quarter  observations. 
Drops  lA,  NH,  SC. 

Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  in  the  given  state 
and  given  quarter  or  following  quarter. 
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Table  5:  Primary  Elections  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable  =  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

(4) 

Income 

Services 

Accommodations 

Retail  Trade 

1974-2009 

1974-2001 

1990-2009 

1974-2009 

Primary 

0.00528*** 

0.00764*** 

0.00497** 

0.000833 

(0.000492) 

(0.000635) 

(0.00215) 

(0.000679) 

Primary  on  Super  Tuesdaj'- 

-0.00401* 

-0.0137*** 

-0.0153*** 

-0.00771** 

(0.00210) 

(0.00295) 

(0.00400) 

(0.00303) 

Battleground  state 

0.000378 

-0.000154 

-0.00188* 

0.000531 

(0.000509) 

(0.000849) 

(0.00107) 

(0.000642) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  parentheses.  *  p<  0.10,  **  p<  0.05,  ***  p  <  0.01 
Includes  quaxter  dummies  and  state  fixed  effects.  State-quarter  observations. 
Drops  lA,  NH,  SC. 

Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  ia  the  given  state 
and  given  quarter  or  following  quarter. 


Table  6:  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable^  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000541*** 

0.00134*** 

0.000606*** 

(0.000155) 

(0.000259) 

(0.000215) 

Battleground 

0.000768 

-0.00938*** 

-0.00333** 

(0.00125) 

(0.00187) 

(0.00153) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 

*  p  <  0.10,  **  p<  0.05,  ***  p  <  0.01 

Includes  quarter  dummies.  State-quarter  observations. 

Drops  IA,  NH,  SC. 
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Table  7:  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000520*** 

0.00128*** 

O.O0O586*** 

(0.000134) 

(0.000267) 

(0.000207) 

Battleground 

0.000222 

-0.0125*** 

-0.00430** 

(0.00120) 

(0.00221) 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 

*  p  <  0,10,  **  p<  0.05,  ***  p  <  0.01 

Includes  quarter  dummies  and  state  fixed  effects. 

State-quarter  observations.  Drops  lA,  NH,  SC. 
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Appendix  A:  Data  Appendix 


Table  8:  Summaxy  Statistics 


Mean 

Standard 
deviation 

Minimum 

Maximum 

Full  Sample 

Income  growth 

0.0128 

0.0147 

-0.1020 

0.1833 

Services  income  growth 

0.0209 

0.0171 

-0.2070 

0.3299 

Accommodations  income  growth 

0.0107 

0.0237 

-0.4903 

0.3630 

Retail  trade  income  growth 

0.0110 

0.0173 

-0.2736 

0.2800 

Primary  dummy 

0.1011 

0.3015 

0 

1 

Super  Tuesday  dummy 

0.0146 

0.1200 

0 

1 

Battleground  dummy 

0.0984 

0.2978 

0 

1 

Only  for  election  years 

Primarj''  dummy 

0.4156 

0.4930 

0 

1 

Super  Tuesdaj''  dumm}'' 

0.0600 

0.2376 

0 

1 

Battleground  dummy 

0.4044 

0.4909 

0 

1 

2004-2008  Sample  Only 

Income  growth 

0.0143 

0.0284 

-0.0443 

0.2404 

Accommodations  income  growth 

0.0110 

0.0294 

-0.0752 

0.2158 

Retail  trade  income  growth 

0.0031 

0.0222 

-0.0857 

0.1458 

Campaign  spending  growth 

-0.4350 

3.0736 

-12.0499 

9.3338 

Campaign  spending  growth* 

0.4401 

1.7784 

-8.8538 

8.8708 

Campaign  spending  growth** 

-0.7289 

3.3502 

-12.0499 

9.3338 

Battleground  Dummy 

0.2475 

0.4318 

0 

1 

Super  Tuesday  dummy 

0.0437 

0.2047 

0 

1 

Only  for  election  years 

Battleground  dummy 

0.4950 

0.5006 

0 

1 

Super  Tuesday  dummy 

0.0875 

0.2829 

0 

1 

*  Includes  only  periods  with  primaries. 
**  Includes  only  periods  without  primaries. 
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Table  9:  Variables  Collected 


Variable 


Measured  

Date  each  Presidential  primary  was  held,  by  state  and  party 

Date  Presidential  candidate  was  last 
remaining  in  contest  for  party  nomination 

Competitive  States  in  election  based  on  polls 
(<  10  perecentage  points  between  winner  and  loser) 
Competitive  states  in  election  based  on  ex-post  results 
(<  10  perecentage  points  between  winner  and  loser) 

Quarterly  state  earnings 


Quarterly  state  earnings  in  the  "sendee"  sector 

Quarterly  state  eaimngs  in  the  accommodations  sector 

Quarterly  state  earnings  in  the  retail  sector 

Annual  state  population  interpolated  by  quarter 

Annual  state  GDP 

Annual  state  unemplojonent  rate 

All  expenses  by  Presidential  primary  candidates 

spent  in  pursuit  of  the  primary  race 

Includes:  administrative  and  campain  expenses,  i.e. 

hotel  rooms,  meals,  local  polling,  Get-out-the-Vote, 
campaign  events,  money  spent  by  staffers  for  catering 
meetings,  rent,  utilities,  cable,  internet,  administrative 
supphes,  staffer  travel.  Does  not  include  advertisements 


Years 


Source 


Primary  Dates 
Clinch  Dates 
Battleground  States 

Income 

Services  Income 
Accommodations  Income 
Retail  Income 
Population 
GDP 

Unemployment 
Campaign  expenditures 


1976-2008    Green  Papers  (for  primaries) 

Erontloading  HQ  (for  caucuses) 

1976-2008    Various  sources 


1996-2008    Intrade  Prediction  markets, 
David  Leip's  PoUing  Report 
1976-1992    David  Leip's  Election  Results 


1974-2008  Bureau  of  Economic  Analysis 

(BEA) 

1974-2001  BEA 

1990-2008  BEA 

1990-2008  BEA 

1974-2008  Census 

1974-2008  BEA 

1974-2008  BLS 

2004-2008  Center  for  Responsive  Politics 


Table  10:  Variables  Measured 


Variable 

Measured 

Primary  Dummy 

Dummy  Variable  =  1  if  there  was  a  primary  in  state  i  in  quarter  t  ov  t+1 
based  on  state  primary  dates  and  clinch  dates 

Battleground  States 

Dummy  Variable=l  if  state  i  was  competitive  in  election  year,  and  primary 
nomination  clinched  for  at  least  one  party  at  time  t 

Primary  on  Super  Tuesday 

Dummjr  Variable=l  if  state  i  had  primary  at  time  t  and  that  day 
had  the  highest  number  of  primary  elections  during  that  cycle 

Per  Capita 
Income  Growth 

(populatioiii)  (populationt_i) 

Per  Capita  Services 
Income  Growth 

Same  as  income,  but  only  for  1974-2001 

Per  Capita  Accommodations 
Income  Growth. 

Same  as  income,  but  only  for  1990-2008 

Per  Capita  Retail 
Income  Growth 

Same  as  income,  but  only  for  1990-2008 

Population 

Annual  population  data,  by  state  (interpolated  by  quarter) 

Spending  Growth 

Zo5(Spendingj)  —  log(Spending{_i) 

Per  Capita  Spending  Growth 

,      (  Spending,  \      ,      /  Spending..^  N 
V  Populationj  )            ^  PopuIationt_i  ) 
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Appendix  B:  Election  Information 


Table  11:  Battleground  states  hy  year 
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Ohio 

1968, 

1976, 

1992, 

1996,  2000,  2004,  2008 

Oklahoma 

1976, 

1992, 

1996 

Oregon 

1968, 

1976, 

1980, 

1988,  1992,  1996,  2000,  2004 

Pennsylvania 

1968, 

1976, 

1980, 

1984,  1988,  1992,  2000 

Khode  Island 

1984 

South  Carolina 

1980, 

1992, 

1996, 

2008 

South  Dakota 

1976, 

1988, 

1992, 

1996,  2008 

Tennessee 

1980, 

1992, 

1996, 

2000 

Texas 

1976, 

1992, 

1996 

Vermont 

1980, 

1988, 

2000 

Virginia 

1976, 

1992, 

1996, 

2000,  2004,  2008 

Washington 

1976, 

1988, 

2000, 

2004 

West  Virginia 

1980, 

1988, 

2000 

Wisconsin 

1968, 

1972, 

1976,  1980,  1984,  1988,  1992,  2000 

Wyoming 

1992 
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Table  12:  Super  Tuesday  states  by  year 


Alabama 

1980, 1984,  1988,  2008 

Alaska 

1980,  2008 

Arizona 

2008 

Arl<ansas 

1976,  1988,  2008 

California 

2000,  2004,  2008 

Colorado 

1996 

Connecticut 

1996,  2000,  2004,  2008 

Delaware 

1992,  2008 

Florida 

1980,  1984,  1988,  1992 

Georgia 

1980,  1984,  1988,  1996,  2000, 

2004,  2008 

Hawaii 

1980,  1984,  1988,  2000 

Idaho 

1976,  2008 

Illinois 

2008 

Kansas 

1988,  2008 

Kentucky 

1976,  1988 

Louisiana 

1992 

Maine 

1996,  2000 

Maryland 

1988,  1996,  2000,  2004 

Massachusetts 

1984,  1988,  1996,  2000,  2004,  2008 

Minnesota 

1996,  2000,  2004,  2008 

Missouri 

1988, 1992,  1996,  2000,  2008 

Montana 

2008 

Nevada 

1976,  1984,  1988 

New  Jersey 

2008 

New  Mexico 

2008 

New  York 

2000,  2004,  2008 

North  Carolina 

1988 

North  Dakota 

2000,  2004,  2008 

Ohio 

2000,  2004 

Oklahoma 

1980,  1984,  1988,  1992,  2008 

Oregon 

1976 

Rhode  Island 

1984,  1988,  1992,  1996,  2000, 

2004 

Tennessee 

1976,  1988,  1992,  2008 

Texas 

1988,  1992 

Utah 

2008 

Vermont 

1996,  2000,  2004 

Virginia 

1988 

Washington 

1980, 1984, 1988,  2004 

West  Virginia 

2007 
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Appendix  C:  Robustness 

Table  13:  Per  Capita  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000542*** 

0.00134*** 

0.000607*** 

(0.000155) 

(0.000259) 

(0.000215) 

Battleground  State 

0.000769 

-0.00938*** 

-0.00333** 

(0.00125) 

(0.00187) 

(0.00153) 

Observations 

658 

658 

658 

Robust  standard  errors 

in  parentheses. 

*p<0.10,  ** 

p<  0.05,  ***  p<0.01 

Includes  quarter  dummies.  State-quarter  observations. 
Drops  lA,  NH,  SC. 

Table  14:  Per  Capita  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state 
fixed  eifects) 


Dependent 

Variable= 

Per  Capita 

Income  Growth 

(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000521*** 

0.00128*** 

0.000587*** 

(0.000134) 

(0.000267) 

(0.000207) 

Battleground 

0.000223 

-0.0125*** 

-0.00430** 

(0.00120) 

(0.00221) 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies  and  state  fixed  effects. 
State-quarter  observations.  Drops  lA,  NH,  SC. 
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Table  15:  Results  are  robust  restricting  sample  to  2004  and  2008  expenditures  sample 


(1)  (2)  (3) 


Income 

Accom. 

Retail 

Primary 

0.00734*** 
(0.00162) 

0.0131*** 
(0.00273) 

0.00680*** 
(0.00196) 

Primary  on  Super  Tuesday 

-0.000656 
(0.00301) 

-0.00935** 
(0.00443) 

-0.00731* 
(0.00438) 

Battleground  State 

-0.000263 
(0.00123) 

-0.0114*** 
(0.00188) 

-0.00411*** 
(0.00147) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses 

Includes  quarter  dummies 

*  p  <  0.10,  **  p<  0.05,  ***  p  <  0.01 

Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  in  the 
given  state  and  given  quaxter  or  following  quarter. 
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CHAPTER  23:  EXPENDITURE  MULTIPLIER 


http://imtractiiwo.ca/economics/020-571/macro/Review-Chapter_23.htm 


CHAPIER23:  EXPENDITURE  MULTIPLIER 
Consumption  and  Savings  Function: 

n  Consumption  is  primarily  a  function  of  Yd  (disposable  income)  or  "after-tax"  income.  Although  it 
is  also  influenced  by  the  rate  of  interest,  expectations  about  future  Yd,  wealth  effects  etc. 

n  if  plot  Consumption  as  a  function  of  Yd  it  will  have  a  positive  vertical  intercept  ('autonomous 
consumption')  and  a  positive  slope  but  less  than  one  (i.e,  the  slope  of  the  consumption  function  is 
the  coefficient  on  Yd  in  the  Consumption  equation  and  represents  the  Marginal  Propensity  to 
Consume  (MFC).  Therefore,  0<MPC<1 

n  if  plot  the  consumption  function  versus  a  45  degree  line  (with  the  mathematical  property  that  any 
point  on  the  45  degree  line  has  the  same  vertical  coordinate  as  horizontal  coordinate,  or  x  =  y)  then 
where  Consumption  intersects  the  45  degree  line  is  refeired  to  as  "breakeven  level  of  Yd". 

n  at  Yd  <  Yd  breakeven,  then  C>  Yd  (the  individual  is  'dissaving'  as  savings  <0) 

n  at  Yd  >  Yd  breakeven,  then  C  <  Yd  and  the  individual  is  "saving".  Savings  >0. 

n  the  Savings  function  is  derived  from  the  consumption  function  (if  the  consumption  function  changes 
then  so  does  the  savings  function).  For  example,  if 

C  =  a  +  b  (Y  - 1)  where  a>0,  0<b<l  and  Yd=  Y-T 

then  the  implied  savings  function  is: 

S  =  -  a  +  (1-b)  (Y  -  T)       where  (1-b)  =  MPS  (marginal  propensity  to  save) 
Note:  MPC  +  MPS  =  1 

n  Mathematical  example: 

if  C  =  1000  +  0.80  (Y  -T)  then  the  implied  savings  function  is: 

S  =  -1000+  0.20  (Y-l) 
where  MPC  =  0.80  and  MPS  =  0.20.  See  the  graphs  pg.  529 

Effects  of  other  variables  on  Consumption  function: 

n  if  the  interest  rate  falls  or  expected  future  disposable  income  increases,  then  the  consumption 
function  shifts  upwards  and  the  implied  savings  fiinction  shifts  downwards  (see  pg.  53 1) 

Other  Components  of  Aggregate  Expenditure  (AE): 

i)  Investment  function: 

n  depends  on  interest  rate,  expected  future  profits.  Not  related  to  current  GDP  or  Yd.  Therefore,  if 
we  plot  the  investment  fimction  in  diagram  with  Investment  expenditures  on  the  vertical  axis  and 
real  GDP  on  the  horizontal  axis,  the  Investment  Q)  line  is  horizontal  at  Iq.  That  is,  we  assume  that: 

I  =Io. 

ii)  Government  expenditures: 

n  changes  in  government  expenditures  (G)  or  taxes  (T)  represents  a  "fiscal  policy"  decision  of  the 
federal  government.  Therefore,  a  change  in  G  is  a  policy  choice  and  does  not  respond 
automatically  to  the  level  of  GDP  (Y).  So  in  a  diagram,  G  is  also  assumed  to  be  autonomous, 
G  =  Go. 

iii)  Exports: 

n  exports  represent  Canadian  goods  sold  abroad.  Tlie  level  of  exports  will  depend  primarily  on  the 
Canadian  price  level  (P),  foreign  price  level  (Pf),  the  exchange  rate  (E)  and  foreign  GDP  (Yf). 
Therefore,  once  again,  X  does  not  respond  to  the  level  of  Canadian  GDP  so  exports  are 
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autonomous. 

X  =  Xo. 

iv)  Imports: 

n  depends  on  relative  prices  (Canadian  and  foreign  prices),  the  exchange  rate  (E),  and  Canadian  GDP 
(Y).  As  GDP  (Y)  increases,  we  buy  more  goods  and  services  and  some  of  these  will  be  imported 
ftom  the  rest  of  the  world.  Therefore, 

Imports  (M)  =  m  Y  where  0<m<l  and  m=MPM  (marginal 

propensity  to  import) 


Aggregate  Expenditure  flmction  (AE); 

n  will  have  a  positive  intercept  (see  graph  pg.  534) 
n  the  slope  of  the  AE  function  is  given  by: 

n  slope  of  AE  =  MFC  (1-t)  -  MPM         where  0<t<l 

and  t  represents  the  tax  rate 
n  Note  if  we  have  lump  sum  taxes,  T  =  To  ( a  constant)  then  t=0  and  the  slope  of  the  AE  function  is 
just  -  MFC  -  MPM 

n  Numerical  Example: 

If  MFC  =  0.80,  MPM  =  0.10  and  t  =  0.25  then  the  slope  of  the  AE  function  is: 
slope  of  AE  =  0.80  (1  -  0.25)  -  0.10 
slope  of  AE  =  0.50 

Equilibrium  GDP  (Y): 

n  when  AE  =  Y  (planned  spending  =  production)  we  have  an  equilibriiun 

n  gi'aphicaUy  this  occurs  anywhere  along  the  45  degi-ee  line  with  AE  on  the  vertical  axis  and  real  GDP 
(Y)  on  the  horizontal  axis.  Specifically,  the  equilibrium  is  where  the  given  AE  function  intersects 
the  45  degree  line,  (see  pg.  536) 

Calculation  of  Equilibrium  GDP  (Y): 

n  Suppose  you  are  given  the  following  equations: 

C  =  1000  +  0.80  (Y-  T) 

I  =  180 

G  =  100 

X  =  200 

M  =  0.20  Y 

T  =  100 

n  To  find  equilibrium  GDP,  follow  these  steps: 

n  Step  1 :  Calculate  the  AE  equation  by  adding  C,  I G,  X  and  M  together  and  substitute  the  T  value 
into  the  consumption  equation 

AE  =  C  +  I  +  G  +  X-  M 
so       AE  =  1000  +  0.80(Y  -100)  +  180  +  100  +  200  -  0.20  Y 
or       AE  =  1400  +  0.60  Y 
-Step  2:  Impose  the  equilibrium  condition,  AE  =  Y 
so       1400  +  0.60  Y  -  Y 
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and  since  the  equilibrium  condition  lias  been  imposed,  the  value  of  Y  solved  for  is  then 
equihbrium  Y. 

n  Step  3:  Solve  for  equilibrium  GDP 
0.40  Y  =  1400 
so    Y  =  3500 

The  Multiplier; 

n  the  definition  of  the  multiplier  is:  multiplier  =  change  in  equilibrium  Y 

change  in  autonomous  spending 

n  the  formula  for  the  expenditure  multipHer  is:  multiplier  =  1  

1  -  slope  of  AE  function 

Example:  If  the  MFC  =  0.80,  t  =  0,  and  MPM  =  0.05  then 
the  slope  of  the  AE  function  is  =  0.75  and  the  multiplier  is  =  4 

Therefore,  for  everyone  $1  increase  in  spending  (whether  it  be  from  C,  I,  G,  X)  it  will  generate  a  $4 
increase  in  equihbrium  GDP. 


n  continuing  the  example  from  above  where  equihbrium  Y  =  3500,  if  full  employment  GDP  (Y*)  = 
4300  then  in  order  to  get  to  ftiU  employment  GDP  the  govermnent  could  increase  its  spending  by 
200  (once  subject  to  the  multipher,  the  overall  increase  in  GDP  is  goitig  to  be  $800  bringing  the  new 
equihbrium  GDP  level  to  $4300  (=Y*) 

The  Lump  sum  Tax  multiplier; 

n  if  the  govermnent  has  a  lump  sum  tax  (so  the  tax  rate,  t  =  0),then  a  $  1  increase  in  taxes  would 
reduce  Consumption  expenditures  by  the  value  of  the  MFC  (eg  0.80).  This  reduction  in 
expenditures  is  then  subject  to  the  multipHer.  The  end  result  is  that  when  taxes  (T)  change, 
equihbrium  GDP  changes  according  to  the  value  of  the  tax  multipher, 

n  definition  of  the  tax  multipher:         tax  multipher  =  -  MFC  

1  -  slope  of  the  AE  function 

Example: 

If  the  MFC  =  0.80,  t  =  0  and  MPM  =  0.05  then  the  tax  multipher  is: 
tax  multipHer  =  -0.80 

1    -  0.75 

then  the  tax  multiplier  is  -3.2 

The  tax  multipHer  is  always  a  negative  number  because  from  the  definition  of  the  tax  multiplier  above, 
we  know  that  if  taxes  increase  (decrease),  then  real  GDP  will  decrease  (increase)  so  the  tax  multipHer 
is  negative. 

n  you  use  the  tax  multiplier  to  determine  the  requked  change  in  taxes  to  bring  about  full  employment 

GDR  Suppose  again  that  Y  (eq'l)  =  3500  and  Y*  =  4300  and  the  tax  multiplier  is  -3.2 
then  from  the  definition  of  the  tax  multipher: 

tax  multipHer  =  change  in  equHibrixim  GDP 
change  in  taxes  (lump  sum) 
so  if  the  tax  multipher  is  -3.2  and  to  get  to  fuU  employment  GDP  we  want  the  change  in  equilibrium 
GDP  to  be  +$800,  then  the  change  in  taxes  should  be  =  800/-3,2  or  =  -$250 
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The  Multiplier  and  the  Price  Level: 

n  the  price  level  (P)  was  held  constant  in  deriving  the  AE  function.  Therefore,  if  the  price  level 
changes  it  will  shift  the  AE  curve  (due  to  the  wealth  effect  and  the  substitution  effects,  see  page 
543). 

n  specifically,  if  the  price  level  increases,  AE  shifts  down  (the  increase  in  price  reduces  real  wealth 
and  encourages  international  and  intertemporal  substitution  so  consumption  expenditures  decrease 
and  imports  increase  lowering  equiUbrium  GDP).  See  graphs  on  page  544. 

Derivation  of  the  AD  curve: 

n  can  derive  the  AD  cmrve  (from  chapter  22)  by  changing  the  price  level  and  tracing  out  what 
happens  to  equiUbrium  GDP  following  the  shift  in  the  AE  curve.  See  page  544. 

n  we  can  also  trace  out  the  effects  of  changes  in  other  variables  (eg  changes  in  the  interest  rate  or 
exchange  rate  etc)  on  the  AD  curve  itself  See  page  545.  If  the  AE  curve  shifts  upwards  due  to  any 
effect  but  a  change  in  price,  then  the  AD  curve  will  shift  in  response.  See  page  545. 

Note:  you  should  read  over  the  Appendix  to  Chapter  23  (the  mathematical  note  at  the  end  of  the 
chapter). 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Mexico,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City 
of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  starting  at  about  $67,000. 
Local  governmental  entities  estimate  no  impact  to  operating  costs.  Any  potential  impact  to  state 
and  local  governmental  revenues  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-059) 


Subject 

Initiative  petition  from  Aaron  Willard  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  November  12,  2013) 

Date 

November  26,  2013 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 

Aaron  Willard  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources.  Section  1(e)  of 
the  proposal,  requiring  the  state  to  pay  attorneys'  fees  and  costs  of  a  prevailing  plaintiff, 
has  the  potential  to  result  in  unknown  costs  to  the  state  legal  expense  fund. 

Officials  from  the  Department  of  Economic  Development  indicated: 

"Unknown  negative  fiscal  impact." 
This  state  constitutional  amendment: 

1)  Has  no  fiscal  impact  because  it  is  unconstitutional; 

2)  Has  a  negative  fiscal  impact  because  it  reduces  the  state  income  tax;  or 

3)  Has  a  negative  fiscal  impact  because  it  caps  state  tax  credit  issuances  on  already 
approved  projects. 

4)  Has  an  unknown  negative  fiscal  impact  because  it  reduces  the  amount  of  revenue 
generated  by  DED's  collection  of  fees. 

DoR  is  required  by  the  Federal  Constitution,  dormant  commerce  clause,  to  credit  certain 
out  of  state  taxes  paid.  This  dormant  commerce  clause  requirement  is  met  by  Sections 
143.081;  144.450;  and  144.030  RSMo;  which  credit  taxes,  or  exempt  transactions  made 
out  of  state  in  certain  instances.  It  would  be  up  to  the  courts  to  determine  if  being 
"...allowed  a  credit  against  the  tax  otherwise  due...  for  the  amount  of  any  income  tax 
imposed...  by  another  state..."  is  the  same  thing  as  authorizing  or  approving  a  tax  credit, 
but  it  is  ambiguous  enough  for  someone  to  question  it.  If  the  courts  determine  that  the 
Sections  above  are  tax  credits  within  the  meaning  of  this  amendment,  then  the 
amendment  is  unconstitutional  if  it  is  read  as  a  hard  cap  on  tax  credits. 

If  the  amendment  is  deemed  constitutional,  then  there  are  issues  with  how  it  should  be 
interpreted  and  implemented.  The  sentence  that  reads:  "The  General  Assembly  and  all 
state  executive  agencies  and  departments  shall  not  issue,  authorize  or  approve  a 
cumulative  amount  of  tax  credits  in  excess  of  $200  million  per  state  fiscal  year."  Seems 
to  be  an  absolute  bar  on  new  tax  credits  in  excess  of  $200M,  but  the  remaining  language 
seems  to  imply  that  the  $200M  cap  is  optional  and  the  consequence  of  breaking  the  cap  is 
a  reduction  in  the  income  tax  rate.  Entitlement  programs  are  still  entitlement  programs 
even  after  this  amendment  is  passed,  so  what  happens  if  the  HTC  and  entitlement  portion 
of  MO  Works  program  exceed  $200M  in  a  given  year  (not  to  mention  any  other 
entitlement  tax  credit  programs).  Would  DED  be  required  not  to  issue  any  tax  credits? 
Or  can  DED  deny  HTC  applications  because  $200M  cap  has  been  exceeded? 

In  addition,  DED  has  authorized  and  approved  several  million  in  HTC  tax  credits,  (not  to 
mention  other  programs).  However,  this  language  opens  the  state  to  liability  if  DED  is 
barred  from  issuing  tax  credits  that  have  already  been  authorized  and  approved.  It  is 
possible  that  the  state  will  still  be  obligated  via  the  outstanding  authorizations.  Thus, 


approved  applicants  could  have  a  cause  of  action  in  which  to  sue  the  state  for  non- 
performance of  a  contract. 

The  amendment  does  not  state  which  agency  will  be  responsible  for  determining  which 
programs  will  be  affected  by  the  decreased  cap.  Tax  credits  are  not  only  issued  and 
authorized  by  DED.  Rather  several  different  agencies  and  divisions  issue  tax  credits 
(DOR,  DHSS,  Division  of  Energy).  What  agency  will  be  in  charge  of  either  maintaining 
the  cap  or  deciding  to  cut  various  incentive  programs? 

Due  to  the  numerous  questions  presented  as  a  result  of  this  proposed  amendment  DED  is 
unable  to  determine  the  exact  fiscal  impact;  however,  for  the  reasons  stated  above  we 
assess  an  unknown  negative  impact. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

A  portion  of  this  proposal  would  appear  to  limit  the  cumulative  amount  of  tax  credits.  In 
general,  tax  subsidies  reduce  the  state's  tax  revenues  and  decrease  the  amount  of  money 
available  for  public  schools  and  all  public  school  students.  Therefore,  limiting  tax  credits 
would  generally  benefit  public  schools. 

Should  the  tax  credit  limit  be  exceeded,  this  proposal  would  appear  to  reduce  the 
individual  income  tax.  Our  department  has  no  means  to  calculate  the  amount  of  such 
reduction;  however,  a  reduction  in  the  state's  revenue  stream  will  reduce  the  amount  of 
money  available  for  public  schools  and  all  public  school  students. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  may  have  an  unknown  increase  to  state 
premium  tax  collections  due  to  the  possible  cap  on  tax  credits  issued.  Premium  tax 
revenue  is  split  50/50  between  General  Revenue  and  County  Foreign  Insurance  Fund 
except  for  domestic  Stock  Property  and  Casualty  Companies  who  pay  premium  tax  to  the 
County  Stock  Fund.  The  County  Foreign  Insurance  Fund  is  later  distributed  to  school 
districts  throughout  the  state.  County  Stock  Funds  are  later  distributed  to  the  school 
district  and  county  treasurer  of  the  county  in  which  the  principal  office  of  the  insurer  is 
located.  It  is  unknown  how  each  of  these  funds  may  be  impacted  by  the  potential 
limitations  of  tax  credits  issued. 

Officials  from  the  Department  of  Corrections  indicated  this  initiative  petition  has  no 
impact  on  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  would  increase 
personal  service  and  expense  and  equipment  costs  for  their  department  by  $254,334  for 
fiscal  year  2015,  and  $206,328  for  fiscal  year  2016. 

The  IT  portion  of  the  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $13,633. 
The  value  of  the  level  of  effort  is  calculated  on  504  FTE  hours. 


If  cumulative  tax  credits  exceed  $200,000,000  after  the  effective  date  of  this  amendment, 
the  state  individual  income  rate  will  be  reduced  by  the  reduction  factor  sufficient  to 
reduce  tax  collections  by  the  amount  in  excess  of  the  $200,000,000.  Because  there  is  no 
specific  effective  date,  it  will  most  likely  reduce  state  revenues  in  the  fiscal  year  the 
voters  approve  the  petition.  Because  tax  credits  will  have  already  been  issued, 
authorized,  or  approved,  it  may  reduce  state  revenues  by  an  estimated  $273  million  to 
$825  million  beginning  the  following  tax  year.  Due  to  the  amount  of  tax  credits  issued, 
authorized  and  approved,  this  will  occur  in  the  immediate  tax  year  following  voter 
approval  of  this  amendment.  The  total  impact  to  state  revenues  in  the  immediate  tax  year 
following  voter  approval  and  subsequent  years  thereafter  will  depend  on  the  amount  of 
tax  credits  authorized,  issued,  or  approved. 

This  petition  may  significantly  reduce  state  revenues  by  reducing  the  individual  income 
tax  rate. 

Section  1 :  Income  Tax  Reduction 

Section  1  limits  tax  credits  in  any  fiscal  year  to  $200  million.  If  cumulative  tax  credits 
exceed  $200  million,  the  amendment  permanently  reduces  individual  income  tax  by  the 
"reduction  factor."  The  reduction  factor,  at  least  a  quarter  percent,  is  the  percentage 
required  to  sufficiently  reduce  individual  income  tax  collections  by  the  cumulative 
amount  of  tax  credits  issued  over  $200  million. 

Based  on  the  Fourth  Quarter  FY  2013  Department  Tax  Credit  Report,  the  value  of  tax 
credit  redemptions  amounted  to  $512.9  million.  The  amount  of  tax  credits  authorized 
in  FY  2013  was  $551.9  million.  The  amount  of  tax  credits  issued  in  FY  2013  was 
$358.6  million.  The  amount  of  tax  credits  issued,  authorized,  or  approved  in  FY  2013, 
was  $825  million  over  the  threshold  established  in  this  amendment.  Using  these 
numbers,  the  potential  negative  impact  of  a  reduction  in  the  individual  income  tax 
rate  may  be  between  $272,518,747  and  $824,419,222  in  the  first  effective  year. 

These  calculations  are  based  on  the  number  of  tax  credits  approved  and  redeemed  in 
FY  2013  only.  It  cannot  be  determined  whether  the  amount  of  tax  credits  authorized, 
issued  or  approved  will  remain  constant  upon  the  passage  of  this  amendment. 

Personal  Tax: 

If  income  tax  rates  change,  Personal  Tax  will  need  one  (1)  Revenue  Processing 
Technician  per  19,000  additional  errors,  and  one  (1)  Revenue  Processing  Technician  per 
2,400  pieces  of  correspondence. 

Withholding  Tax: 

If  income  tax  rates  change,  withholding  tables  require  updating.  This  will  require 
sufficient  time  to  make  changes  to  any  forms,  applications,  or  online  postings. 


Collections  &  Tax  Assistance  (CATA): 

CATA  will  require  two  (2)  Tax  Collection  Technicians  with  CARES  equipment  and  (1) 
Revenue  Processing  Technician  with  CARES  equipment  to  respond  to  additional  contacts 
in  regard  to  reduced  individual  income  tax  rates  and  adjustments  due  to  the  expiration  of 
tax  credits. 

ITSD-DOR: 

Because  the  amendment  triggers  a  permanent  reduction  of  state  individual  income  tax 
rates  with  issuing,  authorizing,  or  approving  tax  credits  after  the  effective  date  of  this 
amendment,  ITSD  requires  504  PTE  hours  to  make  necessary  program  changes  valued  at 
$13,633. 

Legal: 

The  department  does  not  estimate  that  it  will  incur  any  legal  expenses  under  Section  1(e) 
because  it  assumes  that  any  litigation  will  be  conducted  by  the  Attorney  General's  Office. 

DOR  officials  made  the  following  additional  comments: 

Section  1: 

Section  1(a)  provides  for  the  reduction  in  the  rate  of  the  individual  income  tax  if  agencies 
"issue,  authorize  or  approve"  tax  credits  over  $200  million.  It  could  create  uncertainty  as 
to  whether  a  particular  tax  credit  is  issued,  authorized  or  approved.  Some  tax  credits  are 
"claimed"  on  a  tax  return  when  the  taxpayer  satisfies  all  statutory  requirements.  These 
"claimed"  tax  credits  may  be  included  in  the  provision  because  the  General  Assembly 
"authorized"  the  tax  credit  when  it  enacted  the  statute.  The  term  "approved"  is  vague.  It  is 
unclear  how  this  term  relates  to  "issued"  and  "authorized"  and  may  lead  to  potential 
litigation. 

It  is  unclear  if  the  rate  reduction  applies  to  the  rates  in  all  income  tax  brackets.  It  is  also 
unclear  whether  the  limit  is  calculated  on  the  highest  of  "issued,  authorized,  or 
approved,"  or  the  aggregate  of  all  three. 

It  is  unclear  which  state  agency  will  be  responsible  for  monitoring  the  tax  credits  issued, 
authorized  or  approved  that  exceed  the  $200  million  allowed  each  fiscal  year  under  this 
amendment.  Additionally,  this  amendment  does  not  indicate  how  existing  credits  will  be 
reduced  to  remain  under  the  $200  million  dollar  threshold.  Many  of  the  tax  credits  are 
authorized  at  the  beginning  of  a  fiscal  year,  but  are  redeemed  by  tax  year.  This  may  result 
in  a  lack  of  funding  for  tax  credits  issued  or  authorized  before  the  effective  date  of  this 
amendment. 

Section  1(e)  provides  that  a  taxpayer  may  bring  suit  against  the  state  in  a  circuit  court  of 
proper  venue.  The  department  assumes  that  the  Attorney  General's  office  will  act  on 
behalf  of  the  department,  incurring  costs. 

Officials  from  the  Department  of  Public  Safety  indicated  no  fiscal  impact  to  their 
department. 


Officials  from  the  Department  of  Social  Services  indicated  this  proposed  constitutional 
amendment  limits  the  cumulative  amount  of  state  tax  credits  issued,  authorized,  or 
approved  to  $200  million  per  state  fiscal  year.  If  this  limit  is  exceeded,  the  individual 
income  tax  rate  must  be  reduced  to  yield  a  corresponding  amount.  If,  at  the  time  the  limit 
is  exceeded,  the  income  tax  rate  is  more  than  0.25%,  the  "reduction  factor"  is  determined 
by  calculating  the  amount  by  which  the  tax  credits  exceed  $200  million  and  converting 
this  amount  to  a  percentage  of  the  income  tax  rate  rounded  up  to  the  nearest  one-quarter 
percent.  However,  if  at  the  time  the  limit  is  exceeded,  the  rate  of  the  individual  income 
tax  rate  is  0.25%  percent  or  less,  the  individual  income  tax  shall  be  permanently 
eliminated  and  the  General  Assembly  shall  have  no  authority  to  impose  a  tax  on  the 
income  or  earnings  of  any  individual. 

All  tax  credits  issued  after  the  effective  date  of  the  amendment  must  be  redeemed  within 
five  years  of  the  date  of  issuance. 

Any  taxpayer  has  standing  to  bring  suit  in  circuit  court  to  enforce  this  constitutional 
provision.  If  the  taxpayer  prevails,  the  state  is  liable  for  the  taxpayer's  costs,  including 
reasonable  attorney's  fees. 

This  amendment  could  affect  total  state  revenue,  but  it  is  impossible  to  predict  the  fiscal 
impact  to  any  one  state  department,  including  the  Department  of  Social  Services  (DSS), 
because  the  funding  available  to  DSS  in  any  given  year  is  dependent  on  the 
appropriations  process. 

Officials  from  the  Governor's  Office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated: 

This  proposal  provides  that  the  General  Assembly  and  state  agencies  shall  not  issue, 
authorize  or  approve  a  cumulative  amount  of  tax  credits  that  exceeds  $200M  in  any  fiscal 
year.  If  exceeded,  the  existing  income  tax  rate  shall  be  permanently  reduced  by  a 
"reduction  factor,"  defined  as  the  percentage,  rounded  up  to  the  nearest  0.25  percent, 
sufficient  to  reduce  tax  collections  by  the  amount  of  the  tax  credit  excess. 


This  proposal  will  have  no  impact  on  the  Office  of  Administration. 

Budget  &  Planning  (BAP)  notes  that  the  DOR  has  reported  the  following  amounts  related 
to  tax  credit  activity  over  the  last  three  fiscal  years: 


Fiscal  Year 

Authorized 

Issued 

Redeemed 

2011 

339.0 

421.4 

545.2 

2012 

528.4 

416.9 

629.3 

2013 

551.9 

358.6 

512.9 

Figures  do  not  include  Enterprise  Zone  Modifications. 


Figures  do  include  retained  withholdings  under  various  programs. 

"Authorized"  and  "Issued"  columns  do  not  include  DOR  credits  redeemed  directly  on  the  tax 
form. 

The  largest  of  these  is  the  Senior  Property  Credit,  which  has  average  redemptions  over 
$115M. 

Also,  BAP  estimates  a  0.25%  reduction  in  the  top  marginal  rate  of  6%  could  reduce 
general  and  total  state  revenues  by  more  than  $170M.  However,  BAP  notes  these 
caveats: 

•  The  proposal  requires  "the  existing  rate  of  the  individual  income  tax"  to  be 
permanently  reduced.  However,  there  are  ten  distinct  marginal  tax  rates  for 
individuals  currently  in  statute,  ranging  from  1.5%  to  6%.  It  is  unclear  if  all  the 

rates,  or  only  the  top  rate,  should  be  reduced.  If  all  the  marginal  rates  are  reduced, 
then  each  0.25%  reduction  could  reduce  general  and  total  state  revenues  over 
$220M. 

•  This  estimate  is  based  on  net  income  tax  liabilities  for  tax  year  2011.  However, 
the  proposal  refers  to  "tax  collections,"  which  might  mean  gross  collections  are  to 
be  used  for  this  calculation. 

BAP  notes  there  are  several  other  concerns  that  do  not  allow  for  a  more  precise  estimate 
of  the  fiscal  impact  of  this  proposal.  These  include,  but  are  not  limited  to: 

•  It  is  unclear  which  agency  is  required  to  administer  the  $200M  cap  and  any 
subsequent  allocation  of  available  credits  among  the  various  programs,  including 
the  largest  programs  such  as  Low  Income  Housing,  Historic  Preservation,  and  the 
Senior  Property  Credit.  It  is  also  unclear  what  the  ultimate  outline  of  any  such 
allocation  might  be. 

•  The  term(s)  "issue,  authorize,  or  approve"  are  not  clearly  defined.  For  instance,  it 
is  unclear  if  the  term  "approved"  is  similar  to  the  term  "authorized"  or  has  a 
different  meaning,  such  as  "redeemed." 

•  Some  tax  credit  programs  require  multiple  endorsements  before  they  are  finally 
redeemed.  In  some  cases,  a  particular  tax  credit  may  be  "authorized"  for  a 
project,  but  not  finally  "issued"  until  many  months  later.  It  is  unclear  from  this 
proposal  how  the  credits  with  multiple  endorsements  are  to  be  counted  toward  the 
proposed  cap,  or  if  they  count  multiple  times.  Similarly,  a  tax  credit  that  is 
"authorized"  and  "issued"  in  the  same  fiscal  year  could  count  toward  the  proposed 
cap  for  that  fiscal  year  twice. 

•  Subsection  (d)  requires  tax  credits  issued  after  this  amendment  is  approved  to  be 
redeemed  within  five  years  of  the  date  of  issuance.  This  would  supersede  the 
statutes  of  some  existing  programs  that  allow  for  a  longer  period  between 

issuance  and  redemption. 

•  Even  if  the  tax  credit  cap  is  exceeded  by  as  little  as  $1,  the  "reduction  factor" 
could  result  in  forgone  revenues  exceeding  $170M. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  no  fiscal  impact  to 
their  office. 

Officials  from  the  Office  of  the  Secretary  of  State  indicated  they  are  is  required  to  pay 
for  publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as 
directed  by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230- 
116.290,  RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle 
a  certain  amount  of  normal  activity  resulting  from  each  year's  legislative  session. 
Funding  for  this  item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3 
million  historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated 
in  even  numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has 
historically  been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the 
number  of  ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions 
certified  for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office 
assumes,  for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation 
authority  it  needs  to  meet  the  publishing  requirements.  However,  because  these 
requirements  are  mandatory,  we  reserve  the  right  to  request  funding  to  meet  the  cost  of 
our  publishing  requirements  if  the  Governor  and  the  General  Assembly  change  the 
amount  or  eliminate  the  estimated  nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  Cole  County  indicated  they  cannot  cite  to  a  specific  dollar  amount 
cost,  but: 

One  concern  is  that  because  this  Amendment  applies  to  county  governments  too,  it  could 
have  an  effect  on  local  governments'  abilities  to  fund  economic  development  through 
property  tax  credits  for  eligible  businesses  in  Enhanced  Enterprise  Zones  (sections 
135.950  to  135.973,  RSMo). 

This  Amendment  has  the  potential  to  reduce  state  revenues,  which  in  turn  could  affect  the 
state  money  that  comes  to  Cole  County,  particularly  funding  and  grants  for  the  Health 
Department,  Sheriffs  Office,  and  roads  and  bridges. 

Officials  from  the  City  of  Columbia  indicated  at  this  time,  the  city  cannot  identify  a 
specific  fiscal  impact.  It  seems  possible,  however,  that  if  tax  credits  are  limited,  the 
possibility  of  supporting  local  development  projects  could  be  scaled  back.  If  state 
General  Revenue  decreases  due  to  reduced  income  tax  liability,  grants  and  other  state 
assistance  for  local  programs  could  diminish. 


Officials  from  the  City  of  Jefferson  indicated  this  initiative  petition  has  no  fiscal  impact 
on  their  city. 

Officials  from  the  City  of  St.  Joseph  indicated  curtailing  the  issuance  of  tax  credits  may 
impact  future  economic  development  projects  in  the  city.  Reducing  the  individual 
income  tax  following  issuance  of  such  credits  would  have  no  direct  impact  on  the  city, 
but  could  lead  to  a  reduction  of  state  grant  funds  (depending  on  how  such  revenue 
reductions  impacted  state  programs).  Amounts  of  such  reductions  unknowable. 

Officials  from  the  Hannibal  School  District  No.  60  indicated  the  petition  may  have  a 
significant  negative  impact  on  state  revenue  and  education  in  particular  by  limiting  and/or 
reducing  the  tax  credit  and  rates.  They  indicated  they  opposed  the  petition. 

Aaron  Willard  provided  the  following  information  as  a  proponent  of  this  initiative 
petition. 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative  Petition  that  I 
filed  on  November  12,  2013. 

The  proposed  measure  requires  the  individual  income  tax  to  be  reduced  by  a  certain 
percentage  if  the  general  assembly  issues,  authorizes  or  approves  tax  credits  in  excess  of  $200 
million.  It  is  assumed  that  the  general  assembly  will  not  issue  tax  credits  in  excess  of  $200 
million  in  order  to  maintain  the  current  individual  income  tax  rate. 

General  and  total  state  revenues  will  increase  as  a  result  of  the  reduction  in  total  state  tax 
credits  being  issued,  authorized  or  approved.  Fiscal  impacts  for  previous  legislative  proposals 
limiting  tax  credits  have  based  savings  on  the  average  amount  issued.' 


Tax  Credit  Summary 

FY  10 

FY  11 

FY  12 

AVERAGE 

Authorized 

451,078,559.57 

332,560,993.13 

469,881,478.06 

417,840,343.59 

Issued 

419,708,794.74 

441,785,541.44 

401,442,295.79 

420,978,877.32 

Redeemed 

493,170,570.86 

528,160,183.40 

615,896,450.42 

545,742,401.56 

TOTAL 

1,363,957,925.17 

1,302,506,717.97 

1,487,220,224.27 

1,384,561,622.47 

Source:  Report  of  the  Missouri  Tax  Credit  Review  Commission,  available  at  http://tcrc.mo.gov/pdf/2012-tcrc-report.pdf 

The  average  amount  issued  over  Fiscal  Years  2010-2012  is  $420,978,877,32.  That  number 
would  be  reduced  to  just  imder  $200,000,000  under  the  proposed  measure.  That  translates  into  a 
savings  to  state  general  revenue  in  the  amount  of  $220,978,877.32  annually.  In  addition,  the 
savings  accumulates  each  year  -  in  just  five  years,  the  savings  would  amount  to  more  than  $1 

billion  for  the  state. 


^  http://ww/w.moga.mo.gov/oversight/OVERll/fispdf/0708-01N.ORG.PDF  (Attached  hereto  as  Appendix  A). 
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In  addition,  it  takes  a  number  of  state  employees  to  manage  the  current  tax  credit 
programs.  The  state  should  save  significant  amounts  and  eliminate  several  FTEs  as  a  result  of 
authorizing  or  issuing  less  than  half  of  the  tax  credits  that  are  issued  now. 

Opponents  may  argue  that  this  measure  would  have  significant  cost  related  to  the 
reduction  of  the  income  tax  rate.  However,  even  if  the  state  chose  to  issue  $400  million  in  tax 
credits,  then  the  income  tax  would  only  be  reduced  by  one  quarter  of  one  percent,  resulting  in 
approximately  $200  million  less  in  income  tax  revenue. 


Individual  Income  Tax 

Individual  income  Tax  Collection 

5,851,271,599.00 

Less  Refunds 

915,901,718.00 

Less  Senior  Citizen  Refunds 

117,603,638.00 

4,817,766,243.00 

Divide  Tax  Collections  by  6%  -  Tax  Base 

80,296,104,050.00 

IVIultiply  by  .25% 

$200,740,260.13 

Conclusion 

The  proposed  measure  would  have  a  significant  costs  savings  to  state  government.  In 
just  one  year,  the  state  savings  could  be  over  $220  million  dollars.  In  addition,  there  would  be 
substantial  savings  due  to  the  reduction  in  resources  needed  to  administer  tax  credit  programs. 

We  submit  the  following  proposed  statement  of  fiscal  impact: 

It  is  estimated  this  proposal  will  result  in  a  savings  to  state  government  of  at  least  $220 
million  annually.  The  proposal  will  have  no  impact  on  local  governments. 
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nSCALNOTE 


L.R.  No.: 
Bill  No.: 
Subject: 
T^: 
Date: 


0708-01 
SB  185 
Tax  Credits 
Original 

March  22, 2011 


Bill  Summary:         This  proposal  inposes  a  sunset  upon  all  tax  credit  programs  not  current^  subject  to  a 

sunset  provision. 


FISCAL  SUMMARY 


ESTIMATED  NET  EFFECT  ON  GENERAL  REVENUE  FUND 

FUND  AFFECTED 

FY  2012 

FY  2013 

FY  2014 

General  Revenue 

$0 

$0 

$493,808,566 

Total  Estimated 
Net  Effect  on 
General  Revenue 
Fund 

$0 

$0 

$493,808,566 

ESTIMATED  NET  EFFECT  ON  OTHER  STATE  FUNDS 

FUND  AFFECTED 

FY  2012 

FY  2013 

FY  2014 

Total  Estimated 
Net  Effect  on  Other 
State  Funds 

$0 

$0 

$0 
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Numbers  within  parentheses:  (  )  indicate  costs  or  losses. 
This  jBscal  note  contains  7  pages. 


ESTIMATED  NET  EFFECT  ON  FEDERAL  FUNDS 

FUND  AFFECTED 

FY  2012 

FY  2013 

FY  2014 

Total  Estimated 
Net  Effect  on  All 
Federal  Funds 

$0 

$0 

$0 

ESTIMATED  NET  EFFECT  ON  FULL  TIME  EQUWALENT  (FTE) 

FUND  AFFECTED 

FY  2012 

FY  2013 

FY  2014 

Total  Estimated 
Net  Effect  on 
FTE 

0 

0 

0 

H  Estimated  Total  Net  Effect  on  Allfimds  expected  to  exceed  $100,000  savings  or  (cost). 
□  Estimated  Net  Effect  on  General  Revenue  Fund  expected  to  exceed  $  1 00,000  (cost). 


ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

FUND  AFFECTED 

FY  2012 

FY  2013 

FY  20 14 

Local  Government 

$0 

$0 

$0 
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FISCAL  ANALYSIS 

ASSUMPTION 

OfBcials  at  the  Budget  and  Planning  (BAP)  assume  the  proposed  legislation  should  not  result  in  additional 
costs  or  savings  to  BAP.  This  proposal  places  a  sunset  of  January  1, 2013,  on  all  tax  credit  programs  that  do  not 
currently  have  a  sunset.  This  proposal  may  reduce  tax  credit  redenptions  a  small  amount  in  FY  20 1 3,  and  more 
so  in  FY  20 14,  depending  on  which  programs  are  ultimate^  renewed.  This  proposal  may  increase  general  and 
total  state  revenues.  This  proposal  may  reduce  economic  activity  associated  with  the  sunset  programs,  but  BAP 
does  not  have  an  estimate  of  lost  revenues. 

BAP  notes  the  various  administi-ative  agencies  did  not  list  sunset  dates  for  the  foEowingprogi'ams  in  their  budget 
submissions  for  FY  2012: 

Program  FY  1 0  Redenptions 


149  141  4^58 

PrnnprKz  "yjiY 

X  X  %J  Lit"!  Ly   X  CIA. 

118  5Q4  589 

X  ICoCl  VaUUIl 

1 0R  900 

1 7  5Q0  273 

TnfraQtnipfiirp  T^px/p1n"nnnpTif 

13  Q70  915 

/MioraaDie  xiousing  /vssisiance 

1 1  Q<C/^ 
1  JLjOH  /,yjo 

Neighborhood  Assistance 

10,065,992 

BUILD 

8,306,413 

Missomi  Health  Insurance  Pool 

7,896,391 

Neighborhood  Preservation 

6,739,123 

Examination  Fees  and  other  fees 

5,227,134 

Youth  Opportunities 

4,405,158 

New  Enhanced  Enterprise  Zone 

2,916,392 

Bank  Francliise  Tax  Credit  (Refiindable) 

2,013,584 

Adoption  Tax  (Special  Needs) 

1,894,187 

Bank  Tax  Credit  for  S  Corporation  Shareholders 

1,823,612 

Brownfield  Jobs  and  Investment 

1,593,271 

Development  Tax 

1,589,618 

Rebuilding  Communities 

1,553,894 

Self-Enployed  Health  Insurance 

1,517,004 

Domestic  Violence  Tax 

789,750 

Maternity  Home 

761,650 

Missomi  Property  &  Casualty  Guarantee  Association 

592,308 

Children  in  Crisis 

420,857 

ASSUMPnON  (continued) 
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SmaE  Business  Incubator 

Wine  and  Grape  Production 

Shared  Care  Tax 

New  Enterprise  Creation 

Disabled  Access 

Family  Development  Account 
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219,014 
112,057 
106,086 
77,098 
12,526 

3,000 


OflBcials  at  the  Department  of  Revenue  (DOR)  assume  that  to  the  extent  tax  credits  are  not  re- authorized  and 
allowed  to  sunset  per  this  fegislation,  an  unknown,  positive  inpact  will  result  for  Total  State  Revenue.  The 
foDowing  represents  tax  credit  redemptions  of  tax  credits  administered  by  DOR  in  FYIO: 

Bank  Franchise  Tax  Credit  $2,013,584 

Bade  Tax  Credit  for  S  Coiporation  Sliareholders  $1,823,612  ($2,470,250  outstanding  credits) 

Residential  Dwelling  Accessibility  Tax  Credit  $23,040 
Disabled  Access  $12,526  ($67,086  outstanding  credits) 
Food  Pantiy  $793,734  ($229,531  outstanding  credits) 
Peace  Office  Sui-viving  Spouse  $22,636 
Self-employed  health  insui-ance  $1,517,004 
Senior  Citizen  Propeity  $  1 1 8,594,589 

SpecialNeeds  Adoption $2,3 15,044  ($4,892,937  outstanding  credits) 

If  each  of  the  credits  noted  above  were  eliminated,  DOR  assumes  an  amount  similar  to  the  FYIO  redemption 
would  be  saved  each  iSscalyear  after  the  effective  date.  However,  taxpayers  that  owned  credits  noted  above  as 
outstanding  credits,  could  redeem  those  credits  after  January  1,  2013. 

Officials  at  the  Department  of  Economic  Development's  Missomi  Housing  Development  Commission 
(MHDC)  assume  this  bill  could  potential^  result  in  the  elimination  of  the  two  tax  credit  programs  administered 
by  MHDC  (Mo.  LIHTC  and  AHAP).  However,  the  fiscal  impact  to  the  state  is  unknown  at  this  time,  because  it 
would  be  dependent  on  the  fiiture  actions  of  the  General  Assembly.  Even  if  tlie  tax  credit  programs  were  not  re- 
authorized, there  would  still  be  on- going  costs  associated  with  the  programs  due  to  cany- forward  provisions  and 
because  the  Missouri  Low  Income  Housing  Tax  Credit  (Mo.  LIHTC)  is  a  10  year  credit.  If  no  new  credits  were 
authorized  after  1/1/2013,  the  state  would  not  see  a  fiscal  inpact  until  at  least  FY15,  Also,  whife  there  is  no  fiscal 
inpact  to  the  state  of  appfying  a  sunset  clause,  it  would  result  in  a  reduction  in  the  eflSciency  of  the  Mo.  LIHTC, 
because  uncertainty  about  the  fiiture  of  the  program  would  reduce  the  price  investors  would  be  willing  to  pay  for 
the  credit. 

ASSUMPTION  (continued) 

Officials  at  the  Department  of  Economic  Development's  Business  and  Community  Services  Division 

assume  and  unknown  fiscal  impact. 

OfiBcials  at  the  Department  of  Health  and  Senior  Services  assume  this  bill  would  sunset  the  Shared  Care  Tax 
Credit  Program  established  in  Section  660.055,  RSMo,  effective  January  1, 2013.  In  FY  2010,  there  were  246 
claimants  who  redeemed  $106,068  firomthis  tax  credit.  Assuming  a  similar  amount  of  claims  would  continue  in 
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the  future,  DHSS  assumes  approximate^  $106,068  would  not  be  issued  and  redeemed  in  FY  2014  if  the  tax 
credit  is  not  re- authorized. 


Officials  at  the  Department  of  Elementary  and  Secondary  Education  assume  that  inposing  a  sunset  on  tax 
credits  could  have  a  positive  impact  on  the  state's  tax  revenue  and  on  schools. 

Officials  at  the  Department  of  Agriculture  and  tlie  Department  of  Social  Services  assume  that  there  is  no 
fiscal  inpact  jfromthis  proposal 

Oversight  assumes  this  proposal  would  sunset  the  tax  credits  listed  in  this  proposal  on  August  28, 2013. 
Oversight  assumes  any  income  to  the  state  fi-om  tax  credits  sunset  and  the  taxes  being  collected  will  start  in 
September  of  201 3 .  However,  since  it  is  possible  for  the  agency  to  issue  all  of  the  tax  credits  before  this 
proposal  smisets,  Oversight  wiH  only  show  the  savings  in  FY  2014.  Oversiglit  assumes  the  liitiu-e  claiming  of  the 
tax  credits  will  remain  constant  over  the  upcoming  fiscal  years.  Oversight  for  the  fiscal  note  is  showing  the 
amount  of  increased  revenue  to  the  State  as  the  average  amount  issued  over  the  last  five  years. 


FISCAL  IMPACT  -  State  Government 


FY  2012 
(10  Mo.) 


FY  2013 


FY  2014 


GENERAL  REVENUE 


Revenue  -  siui  setting  of  the  tax  credits  and  the 
taxes  being  collected. 

Low- Income  Housing 

Property  Tax 

Historic  Preservation 

Brownfield  Remediation 

Infrastructure  Development 

Affordable  Housing  Assistance 

Neighborhood  Assistance 


$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 


$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 


$129,432,296 
$105,308,577 
$133,069,055 
$20,739,465 
$24,625,997 
$7,925,546 
$12,277,756 
$7,230,977 

$8,994,728 


BUILD 


Missouri  Heatth  Insurance  Pool 


$0 


$0 
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$5,908,468 
$10,987,629 
$4,894,979 
$2,161,477 
$2,209,248 
$2,780,552 
$1,507,338 
$1,844,203 
$1,574,478 
$1,703,581 
$1,428,578 
$908,288 
$1,073,704 
$4,591,780 
$288,584 
$157,579 
$150,900 
$0 

$21,403 
$11.400 

ESTIMATED  NET  EFFECT  ON  M  M  $493.808.566 

GENERAL  REVENUE 


Neighborhood  Preservation 

$0 

$0 

Exam  Fee 

$0 

$0 

Youth  Opportunities 

$0 

$0 

Enhanced  EnterpiTse  Zone 

$0 

$0 

Bank  Franchise 

$0 

$0 

Adoption/Children  in  Crisis 

$0 

$0 

Bade  S  Corp 

$0 

$0 

Brownfield  Jobs 

$0 

$0 

Development  Tax 

$0 

$0 

Rebuilding  Commumties 

$0 

$0 

Self-En5)loyed  Health 

$0 

$0 

Domestic  Violence 

$0 

$0 

Maternity  Home 

$0 

$0 

MO  Propeity  &  Casualty 

$0 

$0 

Small  Business  Incubator 

$0 

$0 

Wine  &  Gi-ape  Production 

$0 

$0 

Shared  Care 

$0 

$0 

New  Enterprise  Creation 

$0 

$0 

Disabled  Access  -Small  Business 

$0 

$0 

Famify  Development  Account 

m 

M 

FISCAL  IMPACT  -  Local  Government  FY  2012 

(10  Mo.) 

$0 

FISCAL  IMPACT  -  Small  Business 

No  direct  fiscal  impact  to  small  businesses  would  be  expected  as  a  resi 
FISCAL  DESCRIPTION 

This  act  sunsets  all  tax  credit  programs,  which  are  not  currently  subject  to  the  Missouri  Sunset  Act,  effective 
January  1,  2013. 

This  legislation  is  not  federa%  mandated,  would  not  diplicate  any  other  program  and  would  not  require 
additional  capital  inqprovements  or  rental  space. 

SOURCES  OF  INFORMATION 


FY  2013  FY  2014 


m  M 


ult  of  this  proposal 
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Budget  and  Planning 
Depaitment  of  Agiiciiltui-e 
Depaitment  of  Economic  Development 
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Department  of  Health  and  Semor  Services 
Department  of  Revenue 
Department  of  Social  Services 


Mickey  Wilson,  CPA 

Director 

March  22, 2011 


vww.mog  a.mo.g  ov/0\ersig  hl/0VER1 1/fishtnV0708-01N  .ORG.htm 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Higher  Education,  the  Department  of  Health  and 
Senior  Services,  the  Department  of  Mental  Health,  the  Department  of  Natural 
Resources,  the  Department  of  Labor  and  Industrial  Relations,  the  Missouri  House  of 
Representatives,  the  Department  of  Transportation,  the  Senate,  Adair  County, 
Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kansas 
City,  the  City  of  Kirksville,  the  City  of  Kirkvi^ood,  the  City  of  Mexico,  the  City  of 
Raymore,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Rockwood 
R-VI  School  District,  Linn  State  Technical  College,  Metropolitan  Community 
College,  University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

The  potential  costs  or  savings  to  state  and  local  governmental  entities  is  unknown.  Legislative, 
administrative  and  potential  legal  decisions  made  will  impact  the  dollar  amount  of  tax  credits 
issued,  authorized  or  approved  and  what  if  any  reduction  will  occur  in  the  individual  income  tax 
rate(s). 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-060) 


Subject 

Initiative  petition  from  Aaron  Willard  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  November  12,  2013) 

Date 

November  26,  2013 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College, 

Aaron  Willard  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated: 

"Unknown  negative  fiscal  impact." 
This  state  constitutional  amendment: 

1)  Has  no  fiscal  impact  because  it  is  unconstitutional; 

2)  Has  a  negative  fiscal  impact  because  it  reduces  the  state  income  tax;  or 

3)  Has  a  negative  fiscal  impact  because  it  bars  state  tax  credit  issuances  on  already 
approved  projects. 

4)  Has  an  unknown  negative  fiscal  impact  because  it  reduces  the  amount  of  revenue 
generated  by  DED's  collection  of  fees. 

DoR  is  required  by  the  Federal  Constitution,  dormant  commerce  clause,  to  credit  certain 
out  of  state  taxes  paid.  This  dormant  commerce  clause  requirement  is  met  by  Sections 
143.081;  144.450;  and  144.030  RSMo;  which  credit  taxes,  or  exempt  transactions  made 
out  of  state  in  certain  instances.  It  would  be  up  to  the  courts  to  determine  if  being 
"...allowed  a  credit  against  the  tax  otherwise  due...  for  the  amount  of  any  income  tax 
imposed...  by  another  state..."  is  the  same  thing  as  authorizing  or  approving  a  tax  credit, 
but  I  think  it  is  ambiguous  enough  for  someone  to  question  it.  If  the  courts  determine  that 
the  Sections  above  are  tax  credits  within  the  meaning  of  this  amendment,  then  the 
amendment  is  unconstitutional  if  it  is  read  as  a  hard  cap  on  tax  credits. 

If  the  amendment  is  deemed  constitutional,  then  there  are  issues  with  how  it  should  be 
interpreted  and  implemented.  The  amendment  seems  to  be  an  absolute  bar  on  new  tax 
credits,  but  the  remaining  language  seems  to  imply  that  the  bar  is  optional  and  the 
consequence  of  breaking  the  bar  is  a  reduction  in  the  income  tax  rate.  Entitlement 
programs  are  still  entitlement  programs  even  after  this  amendment  is  passed.  Would 
DED  be  required  not  to  issue  any  tax  credits? 

In  addition,  DED  has  authorized  and  approved  several  million  in  HTC  tax  credits,  (not  to 
mention  other  programs).  However,  this  language  opens  the  state  to  liability  if  DED  is 
barred  from  issuing  tax  credits  that  have  already  been  authorized  and  approved.  It  is 
possible  that  the  state  will  still  be  obligated  via  the  outstanding  authorizations.  Thus, 
approved  applicants  could  have  a  cause  of  action  in  which  to  sue  the  state  for  non- 
performance of  a  contract.  If  an  applicant  was  successful  in  their  suit  against  DED  and 
DED  was  made  to  issue  the  tax  credits  by  a  court  order  would  that  trigger  the  income  tax 
reduction?  If  so,  that  would  be  a  negative  impact  on  DED  because  of  the  loss  of  revenue 
to  the  state. 

The  amendment  does  not  state  which  agency  will  be  responsible  for  determining  which 
programs  will  be  affected  by  the  decreased  cap.  Tax  credits  are  not  only  issued  and 


authorized  by  DED.  Rather  several  different  agencies  and  divisions  issue  tax  credits 
(DOR,  DHSS,  Division  of  Energy).  What  agency  will  be  in  charge  of  either  maintaining 
the  cap  or  deciding  to  cut  various  incentive  programs? 

Due  to  the  numerous  questions  presented  as  a  result  of  this  proposed  amendment  DED  is 
unable  to  determine  the  exact  fiscal  impact;  however,  for  the  reasons  stated  above  we 
assess  an  unknown  negative  impact. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

A  portion  of  this  proposal  would  appear  to  limit  the  cumulative  amount  of  tax  credits.  In 
general,  tax  subsidies  reduce  the  state's  tax  revenues  and  decrease  the  amount  of  money 
available  for  public  schools  and  all  public  school  students.  Therefore,  limiting  tax  credits 
would  generally  benefit  public  schools. 

Should  the  tax  credit  limit  be  exceeded,  this  proposal  would  appear  to  reduce  the 
individual  income  tax.  Our  department  has  no  means  to  calculate  the  amount  of  such 
reduction;  however,  a  reduction  in  the  state's  revenue  stream  will  reduce  the  amount  of 
money  available  for  public  schools  and  all  public  school  students. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated: 

The  department  defers  to  OA-Budget  and  Planning  to  estimate  the  fiscal  impact  on  Total 
State  Revenue. 

Participants  in  the  Shared  Care  Tax  Credit  program,  authorized  by  Section  660.055, 
RSMo,  are  certified  by  Division  of  Senior  and  Disability  Services  staff.  If  voters  approve 
this  initiative  petition,  the  impact  of  this  proposal  is  unknown  at  this  time  as  a  mechanism 
for  tracking  the  tax  credits  issued  and  their  amount  is  not  identified. 

The  department  defers  to  OA-Budget  and  Planning  to  estimate  the  fiscal  impact  of  this 
initiative  petition. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  may  have  an  unknown  increase  to  state 
premium  tax  collections  due  to  the  possible  cap  on  tax  credits  issued.  Premium  tax 
revenue  is  split  50/50  between  General  Revenue  and  County  Foreign  Insurance  Fund 
except  for  domestic  Stock  Property  and  Casualty  Companies  who  pay  premium  tax  to  the 
County  Stock  Fund.  The  County  Foreign  Insurance  Fund  is  later  distributed  to  school 
districts  throughout  the  state.  County  Stock  Funds  are  later  distributed  to  the  school 
district  and  county  treasurer  of  the  county  in  which  the  principal  office  of  the  insurer  is 
located.  It  is  unknown  how  each  of  these  funds  may  be  impacted  by  the  potential 
limitations  of  tax  credits  issued. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 


Officials  from  the  Department  of  Corrections  indicated  this  initiative  petition  has  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  would  increase 
personal  service  and  expense  and  equipment  costs  for  their  department  by  $254,334  for 
fiscal  year  2015,  and  $206,328  for  fiscal  year  2016. 

This  may  reduce  the  amount  of  tax  credits  available  to  small  businesses. 

The  IT  portion  of  the  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $13,633. 
The  value  of  the  level  of  effort  is  calculated  on  504  FTE  hours. 

If  cumulative  tax  credits  exceed  those  already  authorized,  issued,  or  approved  on  the 
effective  date  of  this  amendment,  the  state  individual  income  rate  will  be  reduced  by  the 
defined  reduction  factor  sufficient  to  reduce  tax  collections  by  the  amount  in  excess  of 
the  credits  that  were  issued,  authorized,  or  approved  prior  to  the  effective  date.  Because 
the  petition  includes  no  specific  effective  date,  it  will  most  likely  reduce  state  revenues  in 
the  fiscal  year  the  voters  approve  the  petition.  Because  tax  credits  will  have  already  been 
issued,  authorized,  or  approved,  it  may  reduce  state  revenues  by  an  estimated  $473 
million  to  $1,024  billion  in  the  first  effective  year  in  the  immediate  tax  year  following 
voter  approval  of  this  amendment.  The  total  impact  to  state  revenues  in  the  immediate  tax 
year  following  voter  approval  and  subsequent  years  thereafter  will  depend  on  the  amount 
of  tax  credits  authorized,  issued,  or  approved. 

This  petition  may  significantly  reduce  state  revenues  by  reducing  the  individual  income 
tax  rate. 

Section  1 :  Income  Tax  Reduction 

Section  1(a)  eliminates  tax  credits  after  the  effective  date  of  this  amendment  with  the 
exception  of  existing  tax  credits  issued,  authorized,  or  approved  before  the  effective  date. 
If  tax  credits  are  issued,  authorized,  or  approved  after  the  effective  date,  the  amendment 
permanently  reduces  individual  income  tax  by  the  "reduction  factor."  The  reduction 
factor  is  the  percentage  required  to  sufficiently  reduce  individual  income  tax  collections 
by  the  cumulative  amount  of  tax  credits  issued. 

Based  on  the  Fourth  Quarter  FY  2013  Department  Tax  Credit  Report,  the  value  of  tax 

credit  redemptions  amounted  to  $512.9  million.  The  amount  of  tax  credits  authorized  in 
FY  2013  was  $551.9  million.  The  amount  of  tax  credits  issued  in  FY  2013  was  $358.6 
million.  Using  these  numbers,  the  potential  negative  impact  of  a  reduction  in  the 
individual  income  tax  rate  may  be  between  $472,518,747  and  $1,024,419,222  in  the  first 
effective  year. 


These  calculations  are  based  on  the  number  of  tax  credits  approved  and  redeemed  in  FY 
2013  only.  It  cannot  be  determined  whether  the  amount  of  tax  credits  authorized,  issued 
or  approved  will  remain  constant  upon  the  passage  of  this  amendment. 

Personal  Tax: 

If  income  tax  rates  change,  Personal  Tax  will  need  one  (1)  Revenue  Processing 
Technician  per  19,000  additional  errors,  and  one  (1)  Revenue  Processing  Technician  per 
2,400  pieces  of  additional  correspondence. 

Withholding  Tax: 

If  income  tax  rates  change,  withholding  tables  require  updating.  This  will  require 
sufficient  time  to  make  changes  to  any  forms,  applications,  or  online  postings. 

Collections  &  Tax  Assistance  (CATA): 

CATA  will  require  two  (2)  Tax  Collection  Technicians  with  CARES  equipment  and  (1) 
Revenue  Processing  Technician  with  CARES  equipment  to  respond  to  additional  contacts 
in  regard  to  reduced  individual  income  tax  rates  and  adjustments  due  to  the  expiration  of 
tax  credits. 

ITSD-DOR: 

Because  the  amendment  triggers  a  permanent  reduction  of  state  individual  income  tax 
rates  with  issuing,  authorizing,  or  approving  tax  credits  after  the  effective  date  of  this 
amendment,  ITSD  requires  504  FTE  hours  to  make  necessary  program  changes  valued  at 
$13,633. 

DOR  officials  made  the  following  additional  comments: 

Section  1: 

Section  1(a)  provides  for  the  reduction  in  the  rate  of  the  individual  income  tax  if  agencies 
"issue,  authorize  or  approve"  tax  credits  beyond  the  current  amount.  It  could  create 
uncertainty  as  to  whether  a  particular  tax  credit  is  issued,  authorized  or  approved.  Some 
tax  credits  are  "claimed"  on  a  tax  return  when  the  taxpayer  satisfies  all  statutory 
requirements.  These  "claimed"  tax  credits  may  be  included  in  the  provision  because  the 
General  Assembly  "authorized"  the  tax  credit  when  it  enacted  the  statute.  The  term 
"approved"  is  vague.  It  is  unclear  how  this  term  relates  to  "issued"  and  "authorized"  and 
may  lead  to  potential  litigation. 

It  is  unclear  if  the  rate  reduction  applies  to  rates  in  each  income  tax  bracket.  It  is  also 
unclear  whether  the  limit  is  calculated  on  the  highest  of  "issued,  authorized,  or 
approved,"  or  the  aggregate  of  all  three. 

It  is  unclear  which  state  agency  will  be  responsible  for  monitoring  any  additional  tax 
credits  issued,  authorized  or  approved  after  the  effective  date  of  this  amendment.  Many 
of  the  tax  credits  are  authorized  at  the  beginning  of  a  fiscal  year,  but  are  redeemed  by  tax 
year.  This  may  result  in  a  lack  of  funding  for  tax  credits  issued  or  authorized  before  the 
effective  date  of  this  amendment. 


Officials  from  the  Department  of  Public  Safety  indicated  no  fiscal  impact  to  their 
department. 

Officials  from  the  Department  of  Social  Services  indicated  this  proposed  constitutional 
amendment  limits  the  cumulative  amount  of  state  tax  credits  issued,  authorized,  or 
approved  in  the  future  to  the  amount  of  tax  credits  issued,  authorized,  and  approved  on 
the  effective  date  of  the  amendment.  If  the  amount  of  tax  credits  exceeds  the  limit,  the 
existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  "reduction 
factor"  effective  the  immediately  ensuing  tax  year.  If,  at  the  time  the  limit  is  exceeded, 
the  income  tax  rate  is  more  than  0.25%,  the  "reduction  factor"  is  determined  by 
calculating  the  amount  by  which  the  tax  credits  exceed  the  existing  limit  and  converting 
this  amount  to  a  percentage  of  the  income  tax  rate  rounded  up  to  the  nearest  one-quarter 
percent.  However,  if  at  the  time  the  limit  is  exceeded,  the  rate  of  the  individual  income 
tax  rate  is  0.25%  percent  or  less,  the  individual  income  tax  shall  be  permanently 
eliminated  and  the  General  Assembly  shall  have  no  authority  to  impose  a  tax  on  the 
income  or  earnings  of  any  individual. 

This  amendment  could  affect  total  state  revenue,  but  it  is  impossible  to  predict  the  fiscal 
impact  to  any  one  state  department,  including  the  Department  of  Social  Services  (DSS), 
because  the  funding  available  to  DSS  in  any  given  year  is  dependent  on  the 
appropriations  process. 

Officials  from  the  Governor's  Office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

This  proposal  provides  that  the  General  Assembly  and  state  agencies  shall  not  issue, 
authorize  or  approve  any  amount  of  tax  credits  beyond  the  effective  date  of  this 
amendment.  If  any  tax  credits  are  issued,  or  approved  in  any  state  fiscal  year,  the 
existing  income  tax  rate  shall  be  permanently  reduced  by  a  "reduction  factor,"  defined  as 
the  percentage,  rounded  up  to  the  nearest  0.25  percent,  sufficient  to  reduce  tax  collections 
by  the  amount  of  the  tax  credit  excess. 


This  proposal  will  have  no  impact  on  the  Office  of  Administration. 

Budget  &  Planning  (BAP)  notes  that  the  DOR  has  reported  the  following  amounts  related 
to  tax  credit  activity  over  the  last  three  fiscal  years: 


Fiscal  Year 

Authorized 

Issued 

Redeemed 

2011 

339.0 

421.4 

545.2 

2012 

528.4 

416.9 

629.3 

2013 

551.9 

358.6 

512.9 

Figures  do  not  include  Enterprise  Zone  Modifications. 

Figures  do  include  retained  withholdings  under  various  programs. 


"Authorized"  and  "Issued"  columns  do  not  include  DOR  credits  redeemed  directly  on  the  tax 
form. 

The  largest  of  these  is  the  Senior  Property  Credit,  which  has  average  redemptions  over 
$115M. 

Also,  BAP  estimates  a  0.25%  reduction  in  the  top  marginal  rate  of  6%  could  reduce 
general  and  total  state  revenues  by  more  than  $170M.  However,  BAP  notes  these  caveats: 

•  The  proposal  requires  "the  existing  rate  of  the  individual  income  tax"  to  be 
permanently  reduced.  However,  there  are  ten  distinct  marginal  tax  rates  for 
individuals  currently  in  statute,  ranging  from  1.5%  to  6%.  It  is  unclear  if  all  the 
rates,  or  only  the  top  rate,  should  be  reduced.  If  all  the  marginal  rates  are  reduced, 
then  each  0.25%  reduction  could  reduce  general  and  total  state  revenues  over 
$220M. 

•  This  estimate  is  based  on  net  income  tax  liabilities  for  tax  year  2011.  However, 
the  proposal  refers  to  "tax  collections,"  which  might  mean  gross  collections  are  to 
be  used  for  this  calculation. 

BAP  notes  there  are  other  concerns  that  do  not  allow  for  a  more  precise  estimate  of  the 
fiscal  impact  of  this  proposal.  These  include,  but  are  not  limited  to: 

•  The  term(s)  "issue,  authorize,  or  approve"  are  not  clearly  defined.  For  instance,  it 
is  unclear  if  the  term  "approved"  is  similar  to  the  term  "authorized"  or  has  a 
different  meaning,  such  as  "redeemed."  This  could  mean  the  state  is  unable  to 
redeem  any  tax  credits  that  were  issued,  authorized  or  approved  prior  to  passage 
of  this  petition. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  no  fiscal  impact  to 
their  office. 

Officials  from  the  Office  of  the  Secretary  of  State  indicated  they  are  is  required  to  pay 

for  publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as 
directed  by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230- 
1 16.290,  RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a 
certain  amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding 
for  this  item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  impact  to  their  office. 

Officials  from  the  Cole  County  indicated  they  cannot  cite  to  a  specific  dollar  amount 
cost,  but: 

One  concern  is  that  because  this  Amendment  applies  to  county  governments  too,  it  could 

have  an  effect  on  local  governments'  abilities  to  fund  economic  development  through 
property  tax  credits  for  eligible  businesses  in  Enhanced  Enterprise  Zones  (sections 
135.950  to  135.973,  RSMo). 

This  Amendment  has  the  potential  to  reduce  State  revenues,  which  in  turn  could  affect 
the  State  money  that  comes  to  Cole  County,  particularly  funding  and  grants  for  the 
Health  Department,  Sheriffs  Office,  and  roads  and  bridges. 

Officials  from  the  City  of  Columbia  indicated  at  this  time,  the  city  cannot  identify  a 
specific  fiscal  impact.  It  seems  possible,  however,  that  if  tax  credits  are  limited,  the 
possibility  of  supporting  local  development  projects  could  be  scaled  back.  If  state 
General  Revenue  decreases  due  to  reduced  income  tax  liability,  grants  and  other  state 
assistance  for  local  programs  could  diminish. 

Officials  from  the  City  of  Jefferson  indicated  this  initiative  petition  has  no  fiscal  impact 
on  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  an  indirect 
fiscal  impact  on  the  city.  The  officials  said  they  do  not  know  the  dollars  that  will  be  lost 
by  businesses  who  decide  not  to  locate  in  the  city  and  our  businesses  who  chose  to  move 
across  the  state  line  to  Kansas  because  they  are  unable  to  receive  economic  incentives 
comparable  to  what  they  will  receive  in  Kansas. 

Officials  from  the  City  of  St.  Joseph  indicated  curtailing  the  issuance  of  tax  credits  may 
impact  future  economic  development  projects  in  the  city.  Reducing  the  individual 
income  tax  following  issuance  of  such  credits  would  have  no  direct  impact  on  the  city, 
but  could  lead  to  a  reduction  of  state  grant  funds  (depending  on  how  such  revenue 
reductions  impacted  state  programs).  Amounts  of  such  reductions  unknowable. 

Officials  from  the  Hannibal  School  District  No.  60  indicated  the  petition  may  have  a 
significant  negative  impact  on  state  revenue  and  education  in  particular  by  limiting  and/or 
reducing  the  tax  credit  and  rates.  They  indicated  they  opposed  the  petition. 

Aaron  Willard  provided  the  following  information  as  a  proponent  of  this  initiative 
petition. 


Proposed  Statement  of  Fiscal  Impact  for  Initiative  Petition 
for  a  constitutional  amendment  related  to  Article  X, 


(2014-060) 


Submitted  by: 

Aaron  Willard 
1034  South  Brentwood  Blvd.,  Suite  1700 
St.  Louis,  MO  631 17 
Telephone  No.:  (314)  367-2842 
E-mail:  aaron(a)growmissouri.com 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative  Petition  that  I 
filed  on  November  12, 2013. 

The  proposed  measure  requires  the  individual  income  tax  to  be  reduced  by  a  certain 
percentage  if  the  general  assembly  issues,  authorizes  any  tax  credits.  It  is  assumed  that  the 
general  assembly  will  not  issue  additional  tax  credits  in  order  to  maintain  the  current  individual 
income  tax  rate. 

General  and  total  state  revenues  will  increase  as  a  result  of  the  reduction  in  total  state  tax 
credits  being  issued,  authorized  or  approved.  Fiscal  impacts  for  previous  legislative  proposals 
limiting  tax  credits  have  based  savings  on  the  average  amount  issued.' 


Tax  Credit  Summary 

FY  10 

FY  11 

FY  12 

AVERAGE 

Authorized 

451,078,559.57 

332,560,993,13 

469,881,478.06 

417,840,343.59 

Issued 

419,708,794.74 

441,785,541.44 

401,442,295.79 

420,978,877.32 

Redeemed 

493,170,570.86 

528,160,183.40 

615,896,450.42 

545,742,401.56 

TOTAL 

1,363,957,925.17 

1,302,506,717.97 

1,487,220,224.27 

1,384,561,622.47 

Source:  Report  of  the  Missouri  Tax  Credit  Review  Commission,  available  at  http://tcrc.mo.gov/pdf/2012-tcrc-report.pdf 

The  average  amount  issued  over  Fiscal  Years  2010-2012  is  $420,978,877.32.  That  translates 
into  a  savings  to  state  general  revenue  in  approximately  the  same  amount  annually.  In  addition, 

the  savings  accumulates  each  year  -  in  just  five  years,  the  savings  would  amount  to  more  than  $2 
billion  for  the  state. 

In  addition,  it  takes  a  number  of  state  employees  to  manage  the  current  tax  credit 
programs.  The  state  should  save  significant  amounts  and  eliminate  several  FTEs  as  a  result  of 
not  authorizing  or  issuing  any  tax  credits  after  the  proposed  measure  passes. 
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Opponents  may  argue  that  this  measure  would  have  significant  cost  related  to  the 
reduction  of  the  income  tax  rate.  However,  even  if  the  state  chose  to  issue  $200  million  in  tax 
credits,  then  the  income  tax  would  only  be  reduced  by  one  quarter  of  one  percent,  resulting  in 
approximately  $200  million  less  in  income  tax  revenue.  The  state  would  also  still  save  the 
additional  $220  million  that  were  not  issued  in  tax  credits. 


Individual  Income  Tax 

Individual  Income  Tax  Collection 

5,851,271,599.00 

Less  Refunds 

915,901,718.00 

Less  Senior  Citizen  Refunds 

117,603,638.00 

4,817,766,243.00 

Divide  Tax  Collections  by  6%  -  Tax  Base 

80,296,104,050.00 

Multiply  by  .25% 

$200,740,260.13 

Conclusion 

The  proposed  measure  would  have  a  significant  costs  savings  to  state  government.  In 

just  one  year,  the  state  could  save  more  than  $420  million  dollars.  In  addition,  there  would  be 

substantial  savings  due  to  the  reduction  in  resources  needed  to  administer  tax  credit  programs. 

We  submit  the  following  proposed  statement  of  fiscal  impact: 

It  is  estimated  this  proposal  will  result  in  a  savings  to  state  government  of  at  least  $420 
million  annually.  The  proposal  will  have  no  impact  on  local  governments. 
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COMMITTEE  ON  LEGISLATIVE  RESEARCH 
OVERSIGHT  DIVISION 

FISCAL  NOTE 

L.R.  No.:  0708-01 

Bin  No.:        SB  185 
Subject:         Tax  Credits 
Type:  Original 
Date:  March  22,  2011 


Bill  Summary:         This  proposal  inposes  a  sunset  upon  all  tax  credit  programs  not  currentfy  subject  to  a 

sunset  provision. 


FISCAL  SUMMARY 


ESTIMATED  NET  EFFECT  ON  GENERAL  REVENUE  FUND 

FUND  AFFECTED 

FY  2012 

FY  2013 

FY  20 14 

General  Revenue 

$0 

$0 

$493,808,566 

Total  Estimated 
Net  Effect  on 
General  Revenue 
Fund 

$0 

$0 

$493,808,566 

ESTIMATED  NET  EFFECT  ON  OTHER  STATE  FUNDS 

FUND  AFFECTED 

FY  2012 

FY  2013 

FY  20,14 

Total  Estimated 
Net  Effect  on  Other 
State  Funds 

$0 

$0 

$0 
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Numbers  within  parentheses:  ( )  indicate  costs  or  losses. 
This  fiscal  note  contains  7  pages. 


ESUMATOD  NET  EFFECT  ON  FEDERAL  FUNDS 

FUND  AFFECTED 

FY  2012 

FY  2013 

FY  2014 

Total  Estimated 
Net  Effect  onAU 
Federal  Funds 

$0 

$0 

$0 

ESTTMATED  NET  EFFECT  ON  FULL  TIME  EQUIVALENT  (FIE) 

FUND  AFFECTED 

FY  2012 

FY  2013 

FY  2014 

Total  Estimated 
Net  Effect  on 

FTE 

0 

0 

0 

M  Estimated  Total  Net  Effect  on  Allfimds  ejqpected  to  exceed  $100,000  savings  or  (cost). 
□  Estimated  Net  Effect  on  General  Revenue  Fund  expected  to  exceed  $100,000  (cost). 


ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

FUND  AFFECTED 

FY  2012 

FY  2013 

FY  2014 

Local  Government 

$0 

$0 

$0 
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FISCAL  ANALYSIS 

ASSUMPTION 

OflBcials  at  the  Budget  and  Planning  (BAP)  assume  the  proposed  legislation  should  not  result  in  additional 
costs  or  saving  to  BAP.  This  proposal  places  a  sunset  of  January  1,  2013,  on  all  tax  credit  programs  that  do  not 
ciuTentlyhave  a  sunset.  Tliis  proposal  may  reduce  tax  credit  redernptions  a  small  amount  in  FY  2013,  and  more 
so  in  FY  20 1 4,  depending  on  which  progi'ams  are  ultimately  renewed.  This  proposal  may  increase  general  and 
total  state  revenues.  This  proposal  may  reduce  economic  activity  associated  with  the  sunset  programs,  but  BAP 
does  not  have  an  estimate  of  lost  revenues. 

BAP  notes  the  various  administrative  agencies  did  not  list  sunset  dates  for  ftie  following  programs  in  their  budget 
submissions  for  FY  2012: 

Program  FY  10  Redenptions 


Low  Income  Housing 

142,141,458 

Property  Tax 

118,594,589 

Historic  Preservation 

108,064,200 

Brownfield  Remediation  Tax 

17,590,273 

hifrastructuie  Development 

13,970,215 

Affi)rdable  Housing  Assistance 

11,647,956 

Neigliborhood  Assistance 

10,065,992 

BUILD 

8,306,413 

Missouri  Health  hisui-ance  Pool 

7,896,391 

Neighborhood  Presemtion 

6,739,123 

Examination  Fees  and  other  fees 

5,227,134 

Youth  Opportunities 

4,405,158 

New  Enhanced  Enterprise  Zone 

2,916,392 

Bank  Franchise  Tax  Credit  (Reftindable) 

2,013,584 

Adoption  Tax  (Special  Needs) 

1,894,187 

Banlc  Tax  Credit  for  S  Corporation  Shai'eholders 

1,823,612 

Brownfield  Jobs  and  Investment 

1,593,271 

Development  Tax 

1,589,618 

Rebuilding  Communities 

1,553,894 

Self- Employed  Health  Insui^ance 

1,517,004 

Domestic  Violence  Tax 

789,750 

Maternity  Home 

761,650 

Missouri  Property  &  Casualty  Guarantee  Association 

592,308 

Children  in  Crisis 

420,857 

ASSUMPTION  (continued) 
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Small  Business  Incubator 

Wine  and  Grape  Production 

Shared  Care  Tax 

New  Enteiprise  Creation 

Disabled  Access 

Famify  Development  Account 
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219,014 

112,057 
106,086 
77,098 
12,526 
3,000 


Officials  at  the  Department  of  Revenue  (DOR)  assume  that  to  the  extent  tax  credits  are  not  re- authorized  and 
allowed  to  sunset  per  this  legislation,  an  unknown,  positive  impact  wffl  result  for  Total  State  Revenue.  The 
following  represents  tax  credit  redenptions  of  tax  credits  administered  by  DOR  in  FYIO: 

Bank  Franchise  Tax  Credit  $2,013,584 

Banlc  Tax  Credit  for  S  Corporation  Shareholders  $1,823,612  ($2,470,250  outstanding  credits) 

Residential  Dwelling  Accessibility  Tax  Credit  $23,040 
Disabled  Access  $12,526  ($67,086  outstanding  credits) 
Food  Pantiy  $793,734  ($229,531  outstanding  credits) 
Peace  Office  Smviving  Spouse  $22,636 
Self-employed  health  insurance  $  1 ,5 1 7,004 
Senior  Citizen  Property  $1 1 8,594,589 

SpecialNeeds  Adoption  $2,315,044  ($4,892,937  outstanding  credits) 

If  each  of  the  credits  noted  above  were  eliminated,  DOR  assumes  an  amount  similar  to  the  FYIO  redemption 
would  he  saved  each  fiscal  year  after  the  effective  date.  However,  taxpayers  that  owned  credits  noted  above  as 
outstanding  credits,  could  redeem  those  credits  after  January  1,  2013. 

Officials  at  the  Department  of  Economic  Development's  Missouri  Housing  Development  Commission 

(MHD  C)  assume  this  bill  could  potentialfy  result  in  the  elimination  of  the  two  tax  credit  progjrams  administered 
by  MEDDC  (Mo.  LIHTC  and  AHAP).  However,  the  fiscal  impact  to  the  state  is  unlaiown  at  this  time,  because  it 
would  he  dependent  on  the  fiiture  actions  of  the  General  Assembly.  Even  if  the  tax  credit  progi'ams  were  not  re- 
authoiized,  tliere  would  still  be  on- going  costs  associated  with  the  progi-ams  due  to  caiiy-foi'ward  provisions  and 
because  tlie  Missouri  Low  Income  Housing  Tax  Credit  (Mo.  LIHTC)  is  a  10  year  credit.  If  no  new  credits  were 
authorizied  after  1/1/2013,  the  state  would  not  see  a  fiscal  inpact  until  at  least  FYl  5.  Also,  while  there  is  no  fiscal 
inpact  to  the  state  of  appfying  a  sunset  clause,  it  would  result  in  a  reduction  in  the  efficiency  of  the  Mo.  LIHTC, 
because  uncertainty  about  the  fijture  of  the  program  would  reduce  the  price  investors  would  be  willing  to  pay  for 
the  credit. 

ASSUMPTION  (continued) 

Officials  at  the  Department  of  Economic  Development's  Business  and  Community  Services  Division 

assume  and  unknown  fiscal  inpact. 

Officials  at  the  Department  of  Health  and  Senior  Services  assume  this  bill  would  sunset  the  Sliared  Care  Tax 
Credit  Program  established  in  Section  660.055,  RSMo,  effective  Januaiy  1, 2013.  In  FY  2010,  there  were  246 
claimants  who  redeemed  $106,068  from  this  tax  credit.  Assuming  a  similar  amount  of  claims  would  continue  in 
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the  future,  DHSS  assumes  approximately  $106,068  would  not  be  issued  and  redeemed  in  FY  2014  if  the  tax 
credit  is  not  re-auttiorized. 

Officials  at  the  Department  of  Elementary  and  Secondary  Education  assume  that  inposing  a  sunset  on  tax 
credits  could  have  a  positive  impact  on  the  state's  tax  revenue  and  on  schools. 

Officials  at  the  Department  of  Agriculture  and  the  Department  of  Social  Services  assume  that  there  is  no 
fiscal  inpact  from  this  proposal 

Oversight  assumes  this  proposal  would  sunset  the  tax  credits  listed  in  this  proposal  on  August  28, 2013. 
Oversight  assumes  any  income  to  the  state  from  tax  credits  sunset  and  the  taxes  being  collected  will  start  in 
September  of  20 1 3 .  However,  since  it  is  possible  for  the  agency  to  issue  aU  of  the  tax  credits  before  this 
proposal  sunsets,  Oversight  will  only  show  the  savings  in  FY  2014.  Oversight  assumes  the  fiiture  claiming  of  the 
tax  credits  will  remain  constant  over  the  upcoming  fiscal  years.  Oversight  for  the  fiscal  note  is  showing  the 
amount  of  increased  revenue  to  the  State  as  the  average  amount  issued  over  the  last  five  years. 


FISCAL  IMPACT  -  State  Government 


FY  2012 
(10  Mo.) 


FY  2013 


FY  2014 


GENERAL  REVENUE 


Revenue  -  sun  setting  of  the  tax  credits  and  the 
taxes  being  collected. 

Low- Income  Housing 

Property  Tax 

Historic  Preservation 

Brownfield  Remediation 

Infrastructure  Development 

Affordable  Housing  Assistance 

Neighborhood  Assistance 


$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 


$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 


$129,432,296 
$105,308,577 
$133,069,055 
$20,739,465 
$24,625,997 
$7,925,546 
$12,277,756 
$7,230,977 

$8,994,728 


BUILD 


Missouri  Health  Insurance  Pool 


$0 


$0 
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$5,908,468 
$10,987,629 
$4,894,979 
$2,161,477 
$2,209,248 
$2,780,552 
$1,507,338 
$1,844,203 
$1,574,478 
$1,703,581 
$1,428,578 
$908,288 
$1,073,704 
$4,591,780 
$288,584 
$157,579 
$150,900 
$0 

$21,403 
$11.400 

ESTIMATED  NET  EFFECT  ON  M  M  $493.808.566 

GENERAL  REVENUE 


Neighborhood  Preservation 

$0 

$0 

Exam  Fee 

$0 

$0 

Youth  Oppoitimities 

$0 

$0 

Enhanced  Enterprise  Zone 

$0 

$0 

Bank  Franchise 

$0 

$0 

Adoption/Children  in  Crisis 

$0 

$0 

Bank  S  Corp 

$0 

$0 

Brownfield  Jobs 

$0 

$0 

Development  Tax 

$0 

$0 

Rebuilding  Communities 

$0 

$0 

Self-Employed  HeaKh 

$0 

$0 

Domestic  Violence 

$0 

$0 

Maternity  Home 

$0 

$0 

MO  Properly  &  Casualty 

$0 

$0 

Small  Business  Incubator 

$0 

$0 

Wine  &  Grape  Production 

$0 

$0 

Shared  Care 

$0 

$0 

New  Enteiprise  Creation 

$0 

$0 

Disabled  Access  -Sinall  Business 

$0 

$0 

Family  Development  Account 

so 

M 

FISCAL  IMPACT  -  Local  Government  FY  2012 

(10  Mo.) 

m 

FISCAL  IMPACT  -  Small  Business 

No  direct  fecal  impact  to  small  businesses  would  be  expected  as  a  resi 
FISCAL  DESCRPTION 

This  act  sunsets  all  tax  credit  programs,  which  are  not  currentfy  subject  to  the  Missouri  Sunset  Act,  eflfective 
January  1,  2013. 

This  legislation  is  not  federally  mandated,  would  not  duplicate  any  other  prog-am  and  would  not  require 
additional  capital  inprovements  or  rental  space. 

SOURCES  OF  INFORMATIQN 


FY  2013  FY  2014 


m  M 


Lilt  of  this  proposal 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Higher  Education,  the  Department  of  Natural 
Resources,  the  Department  of  Labor  and  Industrial  Relations,  the  House  of 
Representatives,  the  Department  of  Transportation,  the  Senate,  Adair  County, 
Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  Metropolitan  Community  College,  University  of  Missouri, 
and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

The  potential  costs  or  savings  to  state  and  local  governmental  entities  is  unknown.  Legislative, 
administrative  and  potential  legal  decisions  made  will  impact  the  dollar  amount  of  tax  credits 
issued,  authorized  or  approved  and  what  if  any  reduction  will  occur  in  the  individual  income  tax 
rate(s). 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-061) 


Subject 

Initiative  petition  from  Aaron  Willard  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  November  18,  2013) 

Date 

December  6,  2013 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  the  Public  Service  Commission,  and  the  State  Tax  Commission. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  (DED)  said  this  proposal 
could  actually  be  an  unknown  negative  impact  to  DED  because  of  the  proposed  reduction 
in  the  income  tax.  If  enacted  it  may  mean  that  General  Revenue  is  so  affected  that  DED 
would  see  a  decrease  in  budget. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

The  proposal  repeals  the  earnings  and  income  tax  and  replaces  it  with  a  decreased  income 
tax  in  addition  to  an  increased  sales  tax.  The  language  states  that  the  rates  of  tax  levied 
shall  be  recalculated  and  renewed  every  year  to  produce  an  amount  of  revenue  equal  to 
the  decrease  in  revenues  as  a  direct  result  of  the  repeal  of  the  earnings  and  income  tax. 
Based  on  this  assumption,  the  state  school  foundation  formula  would  not  be  negatively 
impacted  fiscally.  However,  the  impact  of  an  increased  sales  tax  on  purchases  within  the 
state  is  unknown.  We  defer  to  DOR  in  that  regard. 

The  proposal  also  redefines  "Missouri  taxable  income."  We  defer  to  DOR  in  regard  to 
the  impact  of  those  changes. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  petition  and  have  determined  the  provisions  of  this  proposal  would  not 
impose  either  a  cost  or  savings  on  their  department.  While  the  revisions  of  the  tax  law 
could  have  a  substantial  impact  on  the  funds  available  to  the  MDHE  and  institutions  of 
higher  education,  there  would  be  no  direct  cost  or  savings. 

Officials  from  the  Department  of  Health  and  Senior  Services  defers  to  OA-Budget  and 
Planning  to  estimate  the  fiscal  impact  of  this  initiative  petition. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  the 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
They  will  defer  to  the  Department  of  Revenue  for  any  impact  to  state  revenue. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  would  increase  costs 
for  their  department  by  $196,498  for  fiscal  year  2015,  $378,097  for  fiscal  year  2016. 


This  amendment  may  increase  state  sales  tax.  It  is  unknown  if  this  increase  will  impact 
small  businesses.  The  IT  portion  of  the  fiscal  impact  is  estimated  with  a  level  of  effort 
valued  at  $57,887.  The  value  of  the  level  of  effort  is  calculated  on  2,140  FTE  hours. 

This  amendment  reduces  individual  income  tax  rates  and  will  reduce  Total  State  Revenue 
by  an  estimated  $1.5  billion  in  the  first  full  effective  fiscal  year.  After  this  decrease 
occurs,  the  General  Assembly  is  authorized  to  increase  the  state  sales  tax  to  make  up  the 
difference  in  lost  revenue  and  renew  the  increase  each  year  after,  however  the  sales  tax 
increase  is  not  required.  If  the  General  Assembly  would  choose  to  increase  the  sales  tax 
rate  to  match  the  estimated  revenue  loss  in  the  first  full  year  following  as  a  result  of  the 
income  tax  rate  reduction,  the  sales  tax  rate  would  be  increase  to  approximately  6.684% 
from  the  current  4.225%  to  make  up  for  the  projected  reduction  in  individual  income  tax. 

Because  the  state  sales  tax  increase  is  an  option  at  the  discretion  of  the  General  Assembly 
that  must  be  renewed  annually  and  because  the  General  Assembly  does  not  have  the 
authority  to  increase  the  sales  tax  rate  until  a  decrease  to  revenues  occurs,  it  can  be 
assumed  that  this  amendment  will  decrease  Total  State  Revenue. 

This  amendment  will  decrease  total  state  revenue.  Any  decrease  to  revenues  following 
the  first  year  is  dependent  on  whether  the  General  Assembly  passes  an  increased  state 
sales  tax  and  renews  it  each  year.  If  the  General  Assembly  does  not  increase  the  state 
sales  tax  rate,  the  loss  in  revenue  from  the  individual  income  tax  rate  reduction  would 
continue.  Furthermore,  if  the  General  Assembly  in  any  year  fails  to  renew  the  increase  of 
the  state  sales  tax  rate,  the  sales  tax  increase  shall  expire  and  state  revenues  will  decrease. 

Section  1(a) 

This  provision  prohibits  the  General  Assembly  from  enacting  laws  that  impose  a  tax  on 
income  beginning  with  tax  year  2015,  except  as  provided  in  sections  1(a)  to  1(d)  of  this 
amendment.  Additionally,  it  prohibits  the  general  assembly  from  authorizing  political 
subdivisions  the  power  to  impose  tax  on  income  except  those  taxes  that  were  enacted  or 
imposed  by  a  city  before  January  1,  2015,  and  renewed  by  voters. 

Section  1(b) 

This  section  repeals  the  existing  income  tax  except  those  imposed  by  1(c)  and  any  tax 
imposed  by  a  city  before  January  1,  2013.  The  Director  continues  to  collect  taxes  in 
effect  before  January  1,  2015. 

Section  1(c) 

Beginning  January  1,  2015  the  amendment  imposes  a  tax  on: 

Married  filing  joint  returns  or  heads  of  household: 

Missouri  taxable  income  not  over  $30,000  3.0% 
Missouri  taxable  income  over  $30,000  4.9%  plus  $900 

All  other  individuals: 

Missouri  taxable  income  not  over  $15,000  3.0% 


Missouri  taxable  income  over  $15,000 


4.9%  plus  $450 


Administrative  Impact 
Personal  Tax: 

A  change  in  income  tax  rates  will  require  two  Revenue  Processing  Technicians  I 
for  every  2,400  pieces  of  correspondence  and  19,000  errors  generated 

Collections  &  Tax  Assistance  (CAT A): 

CATA  requires  two  Tax  Collection  Technicians  with  CARES  equipment  and 
Revenue  Processing  Technician  with  CARES  equipment  to  respond  to  additional 
contacts  in  response  to  tax  rate  changes  and  taxable  income  changes. 

ITSD-DOR: 

New  Tax  Rates  -504  hours;  2  tiers  for  married  and  head  of  household;  2  tiers  for 
other  filers 

Section  1(d) 

This  section  defines  Missouri  taxable  income.  Missouri  taxable  income  excludes  net 
profits  from  business  reported  on  a  schedule  C,  net  income  from  rental  real  estate 
royalties,  et  al  reported  on  schedule  E,  and  net  farm  profit  reported  on  schedule  F. 

Administrative  Impact 
ITSD-DOR: 

New  subtraction  for  business  profits  -504  hours 

New  subtraction  for  schedule  E  and  line  17  of  federal  (rental,  S  Corp,  etc.)  -504 
hours 

New  subtraction  for  net  farm  profit  -504  hours 
Section  1(e) 

The  provisions  of  this  section  allow  the  General  Assembly  to  enact  sales  tax  increases, 
expansions  of  the  base,  or  both  without  voter  approval  if  revenues  decrease  due  to 
provisions  of  sections  1(a)  through  1(d). 

If  the  General  Assembly  chooses  to  increase  the  state  sales  tax  rate  to  offset  the  loss  of 
revenues  from  the  income  tax  change,  the  state  sales  tax  rate  would  need  to  be  raised 
from  the  current  rate  of  4.225%  to  6.684%  each  year  after  following  a  decrease  in  state 
revenues. 

Administrative  Impact 

Collection  &  Tax  Assistance  (CATA): 

CATA  may  see  additional  registration  and  customer  phones  call  if  the  sales  tax 
base  is  expanded.  This  will  require  two  Revenue  Processing  Technicians  with 
CARES  equipment  to  respond  to  additional  contacts  and  registrations. 


Sales  Tax: 


The  Department  needs  to  send  rate  change  letters  to  all  registered  businesses  if  the 
General  Assembly  increased  the  sales  tax  rate  as  a  result  of  reduced  income  tax 
revenues.  We  would  potentially  need  to  send  letters  every  year,  because  the  rate 
is  to  be  recalculated  and  renewed  each  year.  If  it  is  not  renewed  it  expires,  which 
would  also  require  us  to  send  a  rate  change  notice. 

ITSD-DOR: 

Sales  Tax  rate  change  - 124  hours 

Postage: 

Costs  associated  with  notifying  approximately  150,000  sales/use  tax  filers  of  the 
rate  change: 

Letters:      $0.0255x150,000  =  $  3,825 
Envelopes:  $  0.04    x  150,000  =  $  6,000 
Postage:     $  0.39    x  150,000  =  $  58,500 
TOTAL  $  68,325 

Section  1(f) 

This  provision  empowers  the  general  assembly  to  enact  laws  that  provide  for  the 
administration  and  collection  of  taxes  authorized  in  this  amendment. 

Section  4(d) 

The  amendment  modifies  language  in  this  section  to  eliminate  provisions  that  authorize 
the  general  assembly  to  impose  a  tax  or  set  rates. 

Comments: 

This  amendment  would  not  come  to  the  vote  of  the  people  until  November  2014.  With 
an  effective  date  of  January  1,  2015,  this  would  give  the  department  less  than  60  days  to 
implement  the  required  changes.  This  would  not  be  a  sufficient  period  of  time  to  make 
rate  changes  to  the  tax  systems  and  forms  in  preparation  for  the  Tax  Year  2014  filing. 

Section  1(c) 

Taxpayers  with  taxable  income  of  $6,000  or  less  will  see  a  tax  increase  under  these  new 
tax  rates.  This  may  also  create  a  substantial  increase  for  those  taxpayers  with  taxable 
income  above  the  $15,000  or  $30,000  threshold.  Those  taxpayers  making  just  over  the 
cutoff  amount  will  be  pushed  into  the  higher  income  bracket.  This  will  create  an 
additional  burden  for  those  taxpayers. 

Section  l(c)(i) 

By  establishing  a  separate  threshold  for  taxpayers  filing  a  combined  Missouri  return  or 
those  filing  as  a  Head  of  Household,  this  calculates  the  tax  based  on  the  combined  total  of 
both  spouses.  Currently,  each  spouse's  income  is  reported  jointly  and  the  tax  is  calculated 


on  each  spouse's  income.  However,  the  amendment  does  not  delete  the  Married  Filing 
Combined  filing  status,  so  it  may  be  interpreted  that  this  would  create  an  additional  filing 
status. 

Currently,  Missouri  does  not  provide  by  statute  for  the  filing  of  "joint  returns"  for 
married  individuals.  Instead,  Sections  143.031  and  143.491,  RSMo  provide  that  "A 
husband  and  wife  who  file  a  joint  federal  income  tax  return  shall  file  a  combined  return. 
A  husband  and  wife  who  do  not  file  a  joint  federal  income  tax  return  shall  not  file  a 
combined  return."  Section  143.031.1,  RSMo. 

The  use  of  "joint  returns"  in  the  IP  14-061  could  result  in  one  of  two  situations:  Upon 
enactment  of  the  constitutional  amendment,  married  individuals  may  only  file  "joint 
returns"  in  Missouri  or  allow  married  individuals  to  file  either  "joint  returns"  or 
"combined  returns"  in  Missouri.  There  is  a  significant  difference  between  the  two  types 
of  returns.  In  Missouri  currently,  the  filing  of  a  combined  return  provides  that  "[t]he  tax 
liability  of  the  two  taxpayers  shall  be  separate  and  not  joint  and  several."  Section 
143.491.1,  RSMo.  "Joint  return"  provides  that  under  "general  principles  of  federal 
income  tax  law,  a  husband  or  wife  is  jointly  and  severally  liable  for  any  deficiencies, 
penalties  and  interest  assessed  against  his  or  her  spouse  regarding  a  joint  income  tax 
return,  unless  he  or  she  was  an  innocent  spouse."  U.S.  v.  McKinney,  686  F.3d  432  (7* 
Cir.  (m.),  2012). 

Therefore,  under  current  Missouri  law,  the  tax  liability  of  the  individual  spouse  remains 
that  spouse's  personal  liability  regardless  of  filing  a  combined  return.  "Split  liability"  as 
allowed  under  Section  143.491,  RSMo,  is  a  right  allowed  for  either  spouse.  If  "joint 
returns"  are  exclusively  mandated  that  only  the  right  to  "split  liability"  is  lost  because  that 
right  only  applies  under  Missouri  statutes  for  "combined  returns."  Missouri  has  no 
provision  for  an  innocent  spouse  request  as  does  the  Federal  government  under  Title  26 
U.S.C.  Section  6015,  which  only;  allows  a  minority  of  spouses  to  take  advantage  and  not 
be  held  liable  for  the  combined  tax  liability  of  both  spouses. 

If  married  Missouri  individuals  are  allowed  to  elect  between  filing  a  "joint  return"  or  a 
"combined  return,"  this  creates  processing  and  collection  confusion  not  only  for  the  state 
but  also  for  the  taxpayer  themselves. 

Section  1(d) 

The  definition  for  "Missouri  Taxable  Income"  is  ambiguous.  As  provided  by  this  section, 
the  term  will  need  to  be  defined  by  law,  but  shall  not  include  net  profits  from  business, 
net  income  from  rental  real  estate,  royalties,  partnerships,  S  corporations,  estates,  trusts, 
and  net  farm  income,  or  net  farm  profit.  Until  the  General  Assembly  acts,  the  language 
may  be  construed  to  mean  gross  income  with  no  deductions  or  exemptions. 

The  department  recommends  defining  "net  profits  from  a  business,"  "net  income,"  and 
"net  farm  profits."  It  is  unclear  if  net  losses  are  included  in  the  calculation  of  Missouri 
taxable  income. 


Section  1(e) 

The  department  recommends  defining  the  term  "revenue  collected,"  as  it  is  unclear  if  this 
is  to  mean  the  gross  amount  or  net  amount  of  revenue  collected  after  refunds. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated: 

This  amendment  could  affect  total  state  revenue,  but  it  is  impossible  to  predict  the  fiscal 
impact  to  any  one  state  department,  including  the  Department  of  Social  Services  (DSS), 
because  the  funding  available  to  DSS  in  any  given  year  is  dependent  on  the 
appropriations  process. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  should  be  no 
fiscal  impact  to  their  agency  resulting  from  this  initiative  petition. 

Officials  from  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to  their 
department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated  this  proposal  will  have  no 
impact  on  the  Office  of  Administration,  or  Budget  &  Planning  (BAP). 

Regarding  the  state  individual  income  tax: 

•  This  proposal  supersedes  the  existing  ten  marginal  tax  rates,  and  replaces  them  with 
two  sets  of  marginal  rates.  For  single  taxpayers,  the  tax  shall  be  3%  on  income  less 
than  $15,000,  and  4.9%  on  income  above  this  threshold.  For  joint  returns  and  those 
filing  as  heads  of  household,  the  income  threshold  is  doubled  to  $30,000. 

o  BAP  notes  that  under  current  statutes,  married  filers  file  combined  returns,  as 
opposed  to  the  joint  returns  filed  for  federal  income  taxes.  Additionally, 
taxpayers  filing  combined  returns  separate  their  incomes,  and  then  calculate  tax 
on  each  taxpayer's  proportion  of  income.  It  is  unclear  if  the  intent  of  this 
proposal  is  to  continue  this  practice,  or  instead  for  married  taxpayers  to  merge 
their  incomes  into  one  amount  for  the  calculation  of  tax. 

•  This  proposal  excludes  various  sources  of  income  from  state  taxable  income, 
including  net  business  profits  reported  on  Schedule  C  and  line  12;  net  partnership, 
royalty,  and  other  income  on  Schedule  E  and  line  17;  and  net  farm  profit  on 
Schedule  F  and  line  18. 

o  BAP  notes  that  the  phrases  "net  profits  from  a  business,"  "net  income,"  and  "net 
farm  profits"  are  not  clearly  defined  in  this  proposal.  In  particular  it  is  unclear 
if  or  how  taxpayers  are  to  include  any  net  losses  for  the  purposes  of  calculating 
income  tax. 


o  This  proposal  does  not  change  the  corporate  income  tax.  The  tax  rate  on 
corporate  income  remains  6.25%.  This  may  encourage  corporate  taxpayers  to 
change  their  filing  status  so  that  they  may  file  as  partners  through  the  individual 
tax  system.  This  may  further  reduce  general  and  total  state  revenues. 

BAP  estimates  the  income  tax  proposal  will  reduce  general  and  total  state  revenues 
annually  by  amounts  that  could  exceed  $1.5B.  This  estimate  is  based  on  net  individual 
income  tax  liabilities  reported  for  tax  year  201 1. 

Because  the  changes  to  income  tax  are  effective  January  1,  2015,  cash  flow  impacts  will 
begin  to  be  realized  no  later  than  February  2015,  as  taxpayers  make  adjustments  to 
amounts  withheld  from  earned  income. 

The  general  assembly  may,  but  is  not  required  to,  levy  an  additional  sales  tax,  or  broaden 
the  existing  sales  tax  base,  to  recover  the  revenues  forgone  by  the  changes  to  the  income 
tax.  Gross  general  revenue  sales  tax  collections  in  fiscal  year  2013  totaled  just  under 
$1.9B,  at  a  tax  rate  of  3%.  Therefore,  to  recover  the  lost  revenues  noted  above,  this  sales 
tax  rate  would  have  to  be  increased  by  at  least  2.37%.  It  is  uncertain  what  action,  if  any, 
the  general  assembly  might  take.  For  instance,  the  general  assembly  could  adopt  an 
additional  rate  that  is  lower  than  2.37%,  or  choose  not  to  enact  any  additional  tax. 
Further,  any  new  sales  tax  is  to  be  recalculated  and  renewed  on  annual  basis.  If  not 
renewed,  it  shall  expire.  Note:  This  petition  does  not  reference  use  tax,  if  use  tax  is 
increased,  like  sales  tax,  the  use  tax  increase  will  not  be  exempt  from  the  18e  calculation. 

Therefore,  BAP  estimates  this  proposal  will  reduce  general  and  total  state  revenues  by  an 
amount  that  could  exceed  $1.5B.  These  losses  may  be  mitigated  (perhaps  only  partially) 
if  the  general  assembly  chooses  to  annually  reenact  an  additional  sales  tax. 

OA  Observations: 

•  This  proposal  would  increase  tax  for  individuals  reporting  the  lowest  amounts  of 
taxable  income,  i.e.  those  with  incomes  under  $3,000,  upon  which  the  current 
marginal  tax  rate  is  less  than  3%.  This  impact  is  compounded  by  the  increase  in 
sales  tax. 

•  The  proposal  no  longer  allows  the  general  assembly  to  impose  a  tax  on  individual 
income  beyond  that  described  in  this  proposal.  However,  the  general  assembly  may 
define  taxable  income,  and  may  reference  federal  law  when  doing  so.  Depending  on 
when  this  petition  is  passed  by  the  voters,  statutory  updates  may  need  to  occur 
outside  the  regular  legislative  session. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 


by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  fiscal  year  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office 
assumes,  for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation 
authority  it  needs  to  meet  the  publishing  requirements.  However,  because  these 
requirements  are  mandatory,  we  reserve  the  right  to  request  funding  to  meet  the  cost  of 
our  publishing  requirements  if  the  Governor  and  the  General  Assembly  change  the 
amount  or  eliminate  the  estimated  nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  direct  impact  on  their  office  except  as  it  may  limit  the  state's 
income  available  for  appropriations. 

Officials  from  the  Office  of  the  State  Treasurer  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  City  of  Columbia  indicated  it  is  not  possible  to  identify  a  specific 
fiscal  impact,  although  the  proposal  could  decrease  the  predictability  of  local  revenues, 
repeal  tax-generating  tools  currently  available  to  voters  and  create  confusion  if  the 
General  Assembly  is  in  the  position  of  adjusting  tax  rates  annually. 

The  City  of  Columbia  received  approximately  $538,000  in  state  grants  in  fiscal  year  2012 
(October  -  September);  while  this  is  not  a  guaranteed  annual  sum,  it  represents  a  potential 
resource  that  could  be  in  jeopardy. 

Officials  from  the  City  of  Jefferson  indicated  this  petition  would  have  no  fiscal  impact 
on  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  petition  may  negatively  impact  the 
revenue  from  the  Kansas  City  earnings  tax.  The  earnings  tax  produced  revenue  of  two 
hundred  nineteen  million  dollars  for  the  fiscal  year  ended  April  30,  2013,  of  which 

approximately  one  hundred  seventy-eight  million  dollars  came  from  the  tax  on  wages  and 
salaries,  and  forty-one  million  dollars  from  the  tax  on  business  net  profits.  Effective 
January  1,  2015,  the  initiative  petition  would  repeal  any  tax  measured  by  the  earnings  of 
an  individual  except,  "any  tax  on  or  measured  by  the  income  or  earnings  of  any 
individual  that  was  lawfully  enacted  and  imposed  by  a  city  prior  to  January  1,  2013  and 
continues  to  be  lawfully  renewed  by  voters  of  such  city."  Although  Kansas  City's  earning 
tax  was  lawfully  enacted  and  renewed  prior  to  January  1,  2013,  the  initiative  petition 


would  potentially  change  the  earnings  tax  renewal  requirement  from  statutory  to 
constitutional. 


Also,  the  initiative  petition  would  have  the  fc)llowing  indirect  fiscal  impact:  Any  increase 
in  the  state  sales  tax  rate  from  this  initiative  would  be  a  disincentive  to  shop  in  Kansas 
City,  Missouri.  More  consumers  would  shop  online  or  in  nearby  Kansas  stores.  This 
would  reduce  Kansas  City  local  sales  tax  revenues. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  effect. 

Officials  from  the  Hannibal  School  District  No.  60  indicated  this  petition  may  have  a 
significant  negative  impact  on  state  revenue  and  education  in  particular  by  limiting  and/or 
reducing  the  tax  credit  and  rates.  They  indicated  they  opposed  this  petition. 

Officials  from  Metropolitan  Community  College  indicated  this  petition  would  have  an 
adverse,  but  unidentified,  impact  on  Metropolitan  Community  College.  Sale  tax  is  a 
regressive  tax  -  increasing  sales  tax  to  replace  lost  revenue  from  a  reduced  income  tax 
poses  a  greater  burden  on  lower  income  families. 

Officials  from  the  Public  Service  Commission  indicated  this  initiative  petition  will  have 
no  fiscal  impact  on  their  agency. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of  Labor  and 
Industrial  Relations,  the  Department  of  Transportation,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene 
County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City 
of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the 
City  of  West  Plains,  Cape  Girardeau  63  School  District,  Rockwood  R-VI  School 
District,  Linn  State  Technical  College,  University  of  Missouri,  the  St.  Louis 
Community  College,  and  the  State  Tax  Commission. 

Fiscal  Note  Summary 

State  government  entities  estimate  this  proposal  could  reduce  total  state  revenue  by  $1.5  billion 
in  the  first  full  effective  fiscal  year.  If  a  decrease  occurs,  the  legislature  is  authorized  but  not 
required  to  make  changes  to  the  state  sales  tax  to  offset  lost  revenue  and  renew  changes  each 
year  thereafter. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-063) 


Subject 

Initiative  petition  from  Steven  Reed  regarding  a  proposed  constitutional  amendment  to 
Article  IV.  (Received  November  18,  2013) 

Date 

December  6,  2013 
Description 

This  proposal  would  amend  Article  IV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  petition  and  have  determined  the  provisions  of  this  proposal  would  not 
impose  either  a  cost  or  savings  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  would  increase  costs 
for  their  department  by  $139,268  for  fiscal  year  2015  and  increase  state  revenue  by 
$36,450,000  in  fiscal  year  2015,  and  $36,450,000  for  fiscal  year  2016. 

This  amendment  imposes  an  additional  sales  tax  of  1/1 0th  of  one  percent  to  fund 
"Technology  Parks"  in  Ozark,  Billings,  Joplin,  Nixa,  Republic,  Willard,  Springfield,  or 
any  other  city  that  requests  funding. 

The  IT  portion  of  the  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $9,630. 
The  value  of  the  level  of  effort  is  calculated  on  356  FTE  hours. 

The  amendment  increases  total  state  revenue  by  approximately  $73  million. 

The  amendment  imposes  a  1/1 0th  of  one  percent  sales  tax  upon  sellers  for  selling  tangible 
personal  property  or  taxable  services  for  a  period  of  one  year.  The  Department  of 
Economic  Development  receives  revenue  from  the  tax  to  promote  and  develop 
Technology  Parks  in  Ozark,  Billings,  Joplin,  Nixa,  Republic,  Willard,  Springfield,  or  any 
other  city  that  requests  funding  In  addition  to  the  tax,  the  amendment  sets  up  a 
foundation  for  contributions  from  labor  leaders,  business  leaders,  educational  leaders,  and 
the  public  at  large.  The  tax  expires  after  one  year  of  collections. 


Based  on  fiscal  year  2013  collections,  a  1/lOth  of  one  percent  increase  is  to 
approximately  $72.9  million.  The  increased  revenue  would  be  divided  between  fiscal 
years  2015  and  2016. 

Administrative  Impact 

Sales  Tax: 

The  department  needs  programming  to  impose  the  new  state  rate.  Additionally,  we  need 
to  send  rate  change  letters  to  all  businesses  registered  to  collect  sales  tax. 

Postage  Costs:  As  of  August  2012,  a  report  generated  by  Information  Technology 
indicated  there  were  140,911  businesses  registered  to  collect  sales  tax.  Based  on  the 
number  of  businesses,  the  Department  requires  $129,638  for  mailings  to  notify  these 
businesses  when  the  increased  rate  goes  into  effect  and  when  the  rate  is  reduced  at  the 
end  of  the  effective  year.  (281,822  x  $0.46  =  $129,638)  However,  the  postage  rate  is 
expected  to  increase  in  January,  so  the  cost  of  sending  these  letters  may  increase  after  that 
time. 

ITSD-DOR: 
Tax  -  Sales  Tax 

Section  36(1)  New  1/10*  of  one  percent  state  sales  and  use  tax  for  technology  parks. 

Money  must  be  put  on  separate  line  cashiering  worksheet  -  188  hrs 
New  line  item  on  Sales  Tax  Worksheet  Application  -  168  hrs 

Comments: 

Section  36(a) 

The  amendment  states,  "...cities  of  Ozark,  Billings,  Joplin,  Nixa,  Republic,  Willard, 
Springfield  and  any  other  legal  city  will  be  able  to  submit  request  for  funding." 

The  amendment  does  not  include  a  definition  for  what  constitutes  a  "legal  city."  The 
department  recommends  defining  this  term. 

The  department  recommends  defining  "Technology  Parks." 

The  sales  and  use  tax  established  in  this  section  is  only  imposed  on  sellers  for  the 
privilege  of  selling  tangible  personal  property  or  rendering  taxable  services  at  retail  or  for 
the  privilege  of  storing,  using,  or  consuming  tangible  personal  property  in  this  state. 
Motor  vehicles,  trailers,  boats,  and  outboard  motors  are  excluded  from  the  sales  tax 
imposed  on  sellers;  rather  they  are  subject  to  a  titling  tax  imposed  on  individuals. 
Therefore,  the  increased  sales  and  use  tax  is  not  applicable  to  the  sale  of  motor  vehicles, 
trailers,  boats,  or  outboard  motors. 

There  is  no  effective  date  expressed  within  the  amendment.  Therefore,  this  amendment 
will  become  effective  December  5,  2014,  if  approved  by  voters  in  November,  2014.  This 


will  require  retailers  to  charge  two  different  tax  rates  in  the  same  month.  It  also  does  not 
provide  adequate  time  to  notify  all  retailers  of  the  rate  change. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  fiscal  impact  to 
their  department  because  state  purchases  are  generally  exempt  from  the  payment  of  sales 
tax.  In  addition,  any  funds  raised  by  this  sales  tax  are  dedicated  to  a  specific  purpose  and 
not  available  for  any  other  governmental  program. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  should  be  no 
fiscal  impact  to  their  agency  resulting  from  this  initiative  petition. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  a  similar  sales  tax  of  1%,  collected 
for  education  purposes,  generated  $726.9  million  in  fiscal  year  2013.  This  includes  tax  on 

food  for  home  consumption,  which  is  not  exempted  in  this  proposal.  Therefore,  an 
additional  0.1%  tax  would  generate  $72.7  million  in  one  full  year.  This  proposal  will 
have  no  impact  on  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  fiscal  year  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office 
assumes,  for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation 
authority  it  needs  to  meet  the  publishing  requirements.  However,  because  these 
requirements  are  mandatory,  we  reserve  the  right  to  request  funding  to  meet  the  cost  of 


our  publishing  requirements  if  the  Governor  and  the  General  Assembly  change  the 
amount  or  eliminate  the  estimated  nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  this  is  not  a  tax  the  City  of  Columbia 

currently  collects;  however,  we  assume  anyone  making  purchases  here  would  be  subject 
to  the  tax,  with  no  opportunity  to  directly  or  indirectly  benefit,  since  revenues  are 
earmarked  for  southwest  Missouri.  We  cannot  determine  how  much  this  would  take  from 
taxpayers. 

Officials  from  the  City  of  Jefferson  indicated  this  petition  would  have  no  fiscal  impact 
on  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  direct 
fiscal  impact  on  their  city.  They  indicated  it  would  have  the  following  indirect  fiscal 
impact:  Any  increase  in  the  state  sales  tax  rate  from  this  initiative  would  be  a 
disincentive  to  shop  in  Kansas  City,  Missouri.  More  consumers  would  shop  online  or  in 
nearby  Kansas  stores.  This  would  reduce  Kansas  City  local  sales  tax  revenues. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  theoretically,  the  city  could  benefit  from 

the  sales  tax  were  we  to  apply  for,  and  receive,  funds  for  a  technology  park.  On  the  other 
hand,  if  the  city  had  to  spend  $30,000-40,000  on  an  election  to  see  if  citizens  think  the 
city  needs  such  a  thing  in  order  to  have  a  good  chance  of  receiving  such  funds,  any 
benefit  is  reduced.  If  the  city  didn't  get  a  proposal  approved,  the  city  would  lose  the 
money  spent  for  the  election. 

Officials  from  Metropolitan  Community  College  indicated  this  initiative  petition  would 
have  an  adverse  impact  on  their  college  as  tax  revenue  is  being  restricted  and  designated 
to  southwest  Missouri. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Economic 
Development,  the  Department  of  Elementary  and  Secondary  Education,  the 
Department  of  Natural  Resources,  the  Department  of  Labor  and  Industrial 
Relations,  the  Department  of  Transportation,  the  Missouri  Senate,  Adair  County, 
Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene 
County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Kirkv»^ood,  the  City  of  Mexico,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape 
Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School 
District,  Linn  State  Technical  College,  University  of  Missouri,  and  St.  Louis 
Community  College. 

Fiscal  Note  Summary 

This  proposed  constitutional  amendment  will  impose  a  sales  tax  of  one-tenth  of  one  percent  for  one 
year.  The  additional  revenues  of  approximately  $73  million  will  be  used  for  the  promotion  and 
development  of  Technology  Parks  in  southwest  Missouri.  State  governmental  entities  will  have  one- 
time increased  operating  costs  of  about  $139,000. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-065) 


Subject 

Initiative  petition  from  Matthew  Dameron  regarding  a  proposed  constitutional 
amendment  to  Article  VIII.  (Received  November  20,  2013) 

Date 

December  10,  2013 
Description 

This  proposal  would  amend  Article  VIII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  St.  Louis  County  Election  Board,  St.  Louis  City  Election  Board,  Kansas 
City  Election  Board,  Platte  County  Board  of  Elections,  Jackson  County  Election 
Board,  and  Clay  County  Election  Board. 


Darryl  Kempf,  County  Clerk  for  Cooper  County  provided  infonnation  to  the  State 
Auditor's  office. 

Peggy  Kenney,  County  Clerk  for  Cedar  County  on  behalf  of  the  Missouri 
Association  of  County  Clerks  and  Election  Authorities  provided  information  to  the 
State  Auditor's  office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  any  potential  costs 
arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  petition  and  have  determined  the  provisions  of  this  proposal  would  not 
impose  either  a  cost  or  savings  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  that  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  fiscal  impact  to 
their  department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  House  of  Representatives  indicated  no  fiscal  impact  to  their  agency. 

Officials  from  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to  their 
department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated  this  proposal  will  have  no 
fiscal  impact  on  their  office.  Budget  and  Planning  defers  to  the  Secretary  of  State's  office 
for  statewide  costs  of  election  authorities. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
fiscal  year  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this 
fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the 
publishing  requirements.  However,  because  these  requirements  are  mandatory,  we 
reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the 
Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature 
of  our  appropriation. 

This  specific  petition  establishes  an  early  voting  period  for  all  federal  and  state  general 
elections  in  Missouri.  Due  to  the  language  in  paragraph  5  of  section  8,  state  costs  may 
include  only  the  necessary  costs  for  changing  the  computerized  Missouri  Voter 
Registration  System  so  that  lists  can  be  made  available  of  voters  who  cast  ballots  during 
the  early  voting  period.  Due  to  the  small  amount  of  changes  that  are  needed,  these  costs 
are  minimal. 

If  state  appropriations  are  made  to  fund  the  implementation  of  these  provisions,  these 
funds,  like  others  in  the  past,  will  likely  be  appropriated  through  the  secretary  of  state's 
office  to  the  local  election  authorities.  Other  costs,  whether  they  are  classified  as  state 
costs  due  to  the  appropriation  avenue  or  classified  as  local  election  authority  costs,  are  as 
follows: 


Assumptions  relied  on  with  these  other  costs  include: 

-293  hours  open  for  early  voting  per  site  (central  voting  location  and  satellite  locations) 
-116  central  vote  early  locations,  22  satellite  voting  sites  per  November  2013  voter  count, 
and  24  satellite  voting  sites  per  November  2012  voter  count  (Using  November  2012  and 
2013  voter  counts  as  estimate  due  to  fact  that  the  number  of  registered  voters  at  time  of 
implementation  of  this  petition  is  currently  unknown) 

-Each  central  vote  early  location  will  be  staffed  by  at  least  two  election  judges,  paid  $9 
per  hour 

-Maintenance  costs  (including  rent,  utilities,  and  broadband  internet  service)  of  $1,890 
per  satellite  location 

-One  time  startup  costs  may  be  incurred  for  the  purchase  of  equipment  necessary  for  the 
general  election  satellite  locations,  including  accessible  voting  machines  for  disabled 
voters,  laptop  computers  and  printers.  However,  some  local  election  jurisdictions  with 
satellite  requirements  may  be  able  to  use  existing  equipment  for  the  satellite  locations. 
Due  to  this  ability,  these  potential  startup  costs  fluctuate  between  jurisdictions  and  are 
difficult  to  estimate  (however,  they  will  likely  range  from  $0  to  $14,100  per  satellite  site). 

ONGOING  COSTS 

Election  Judge  Cost  per  site  ($9  x  293  hours)  $5,274 
Cost  for  Election  Judges  at  Central  Sites  $61 1,784 

Cost  for  Election  Judges  at  Satellites  per  1 1/13  voter  counts  $1 16,028 
Cost  for  Election  Judges  at  Satellites  per  1 1/12  voter  counts  $126,576 
TOTAL  ELECTION  JUDGE  COSTS  per  1 1/13  Voter  Counts  $727,8 12 

TOTAL  ELECTION  JUDGE  COSTS  per  1 1/12  Voter  Counts  $738,360 
TOTAL  MAINTENANCE  COSTS  per  1 1/13  Voter  Counts  $41,580 
TOTAL  MAINTENANCE  COSTS  per  1 1/12  Voter  Counts  $45,360 

TOTAL  ONGOING  COSTS  per  1 1/13  Voter  Counts  $769,392 
TOTAL  ONGOING  COSTS  per  1 1/12  Voter  Counts  $783,720 

After  any  potential  initial  startup  costs  are  incurred,  each  general  election  cycle  will  incur 
the  above-detailed  ongoing  costs,  estimated  per  11/13  voter  counts  as  $769,392  or, 
estimated  per  1 1/12  voter  counts  as  $783,720. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  this  petition  would  have  no  fiscal  impact 
on  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  each  election  involving  the  city  costs 
approximately  $500,000.  They  expect  that  the  local  election  authorities  would  incur 
additional  costs  for  mail-in  and  early  voting  and  that  some  of  those  costs  would  be  passed 
onto  them.  They  do  not  know  what  those  increased  costs  would  be. 


Officials  from  the  City  of  St.  Joseph  indicated  any  additional  cost  associated  with 
Buchanan  County's  compliance  with  the  requirements  of  this  bill  -  which  mainly  seem  to 
be  keeping  a  central  voting  location  open  on  weekends  and  late  one  week  night  prior  to 
the  election  -  would  be  shared  by  their  city.  Depending  on  the  number  of  taxing 
authorities  participating  in  any  particular  election,  the  city's  share  can  run  from  $30,000 
to  $50,000.  Whatever  the  county  reports  as  it's  cost  of  complying  with  this  bill,  the  city 
would  bear  from  20%-100%  of  the  cost,  depending  on  the  election. 

Since  the  city's  population  is  under  150,000,  the  additional  satellite  location(s)  do  not 
apply. 

Officials  from  the  City  of  St.  Louis  indicated: 

The  City  of  St.  Louis  Board  of  Election  Commissioners  estimates  that  early  voting  would 
cost  an  additional  $19,400  to  $20,400  per  election.  The  cost  breakdown  is  as  follows: 


Permanent  &  Temporary  staffing  (overtime)  $5,000-$6,000 

Poll  Workers  (staffing  satellite  location)  $9,500.00 

Rent  Space  $2,100.00 

Deliver  Equipment  (Transportation)  $800.00 

Materials/Supplies  $2,000.00 

Total  $19,400-$20,400 


(Source:  Jeremy  Noland,  Board  of  Election  Commissioners,  November  21,  2013) 

Officials  from  Metropolitan  Community  College  indicated  this  petition  would  have  an 
adverse  impact  on  their  college  with  increased,  but  unidentified  costs  to  implement. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  university. 

Officials  from  the  St.  Louis  County  Election  Board  indicated: 

Upon  further  review  the  BOEC  feels  that  this  petition,  if  passed  will  require  the  use  of 
paper  ballots  at  each  satellite  location.  We  have  included  the  costs  of  purchasing 
equipment,  printing  and  delivery  of  paper  ballots.  Our  Ml 00  ballot  counting  machines 
have  a  limitation  of  10  precincts  per  machine.  Since  St.  Louis  County  contains  about 
1,300  precincts,  we  will  need  around  130  counting  machines  at  each  location.  This 
quantity  of  machines  will  increase  the  space  required  for  a  satellite  location  as  well  as 
daily  rents.  Requiring  the  use  of  paper  ballots  dramatically  increases  the  cost  as  well  as 
operational  complexity  to  the  early  voting  process. 


Satellite  Site  Costs 


Operating 
Days 

Number  of 
Sites 

Daily  Site  Rental 

Number  of 
Elections 

Total 

Site  Lease 

36 

12 

S  400.00 

3 

S 

518.400.00 

Equipment  set-up,  delivery, 
picit-up,  storage,  truck  rental 
fees 

{5  deliveries 
per  location  @ 
$500  per  de- 
livery} 

12 

5  2,b\jO.0Q 

3 

S 

90,000.00 

High-speed  Internet 

12 

$  165.00 

3 

S 

5,940.00 

24  hour  security  services 

36 

12 

$  240.00 

3 

s 

311,040.00 

Total  satellite  costs: 

$ 

925,380.00 

Paper  Ballot  Costs 

Ballots  to  be 
printed 

Number  of 
Sites 

Number  of  Ma- 

chines/Ballots  per 
Site 

Number  of  Elections 

Tot3t 

mlOO* 

** 

JUfU 

C  3  Don  nn 

c 
■? 

mlOO  bases* 

12 

130 

$  700.00 

s 

1,092,000.00 

PCMCIA  Memory  Cards* 

12 

m 

i  12,00 

s 

18,720.00 

Paper  printing 

Ut 

100,000 

S  0.26 

3 

$ 

936,000.00 

Ballot  delivery  costs 

12 

S  600.00 

3 

S 

21,600.00 

Ballot  Return  Costs 

12 

$  450,00 

3 

s 

16.200.00 

Total  non-recurring  pa- 
per costs: 

$ 

7,163,520.00 

Recurring  paper  costs: 

$ 

973,800.00 

Part-time  labor 

Operating 
Days 

Number  of 
Sites 

Number  of  Workers 
per  Site 

Labor  per 
worker  per 
hour 

Numoer  or  elections 

Total 

Deputies 

36 

4 

S  16.03 

3 

S 

55.399.68 

Labor 

36 

12 

2 

S  16.03 

3 

S 

332.398.08 

Labor 

36 

12 

12 

$  15.00 

3 

s 

1.866.240.00 

Social  Security  @  7.6SS 

3 

$ 

172,433.89 

6  Hour  Training  Class 

$  15.00 

3 

s 

6,480.00 

Total  annual  labor  costs: 

$ 

2,432,951.65 

Total  annual  location,  paper  and  labor  costs: 


i  11,495,651.65 


Non-recurring,  startup  costs: 


Equipment 

Touch-screen  machines 

Laptops 

Printers 

Tables,  chairs,  signs,  posters, 
etc... 


Cost 

S  4,000.00 
S  1,000.00 
S  1,000.00 

S  400.00 


Number  of 
Sites 

12 
12 
12 


Qty  per  Site 


20 


Total  non-recurring 
costs: 


Total 

S  960,000.00 

S  48,000.00 

$  12,000.00 


$  1,024,800.00 


Total  costs  1st  year: 
Total  costs  2nd  year: 
Total  costs  3rd  year. 


$  12,520,451.65 
$  1,444,043.88 
$  4332,131.65 


*  Non-recurring  costs 


Officials  from  the  Kansas  City  Election  Board  indicated  the  estimated  cost  to  enact  this 
fiscal  note  in  our  jurisdiction  including  temporary  employees,  supplies,  building  rental 
and  legal  notices  would  be  $64,600. 

The  officials  said  as  is  their  practice,  additional  satellites  would  need  to  be  set  up  to 
handle  the  demand  of  early  voting.  These  costs  would  be  allocated  to  their  funding 
entities  (Jackson  County  and  the  City  of  Kansas  City). 

Officials  from  the  Platte  County  Election  Board  indicated  there  would  be  no  direct 
costs  to  the  Platte  County  Board  of  Election  Commissioners  to  implement  the  proposed 
changes. 

However,  there  would  be  additional  costs  to  their  county  to  conduct  early  voting  for  six 
weeks  prior  to  any  state  and/or  federal  elections.  As  currently  written  in  State  election 
law,  the  county  must  cover  the  costs  of  the  Primary  and  General  elections  in  even 
years. 

Additional  costs  per  election  would  range  from  $30,000  to  $50,000.00.  The  majority  of 
the  additional  costs  are  labor  related  for  office  staff  overtime,  election  judge  payroll  to 
man  the  early  voting  site,  PICA,  W-2  preparation  for  election  judges  who  normally,  in 
an  election  year  without  early  voting,  would  not  have  earned  enough  to  trigger  the  W-2 
requirement,  would  now  trigger  the  W-2  for  the  extra  hours/days  of  work. 

Officials  from  the  Jackson  County  Election  Board  indicated: 

Central  Early  Voting  Site  -i-  2  Satellites 

Annual  Cost  for  Early  Voting  Coordinator  to 
manage  early  voting  centers,  hire  part-time 
personnel  to  man  the  early  voting  centers, 
track  ballot  ordering  and  insure  safe  and 
secure  transport  of  memory  stick  and  ballots 


back  to  the  election  board  offices: 


$35,000.00 


Building  rental  for  two  additional  secure  sites. 
(Based  on  Current  Rental  Rates  and  the  cost 
of  installing  a  security  system  and  new  locks 

on  each  building):  $70,000.00 

Installing  an  internet  connection  to  two  sites 
to  connect  to  the  Missouri  Central  Voter 

Registration  Database:  $  1,800.00 

Election  Services  Fund  $  14,476.00 

Miscellaneous  Supplies  &  Expenses  $  5,000.00 

Ballot  printing  and  ballots  to  insure  paper  ballots 
will  be  available  for  the  voters  if  they  choose  not  to 

utilize  the  ballot  marking  device:  $15,000.00 

Legal  Notices  for  Early  Voting  Site  Locations  $20,000.00 

Election  Judges  for  two  off-site  locations  for  6  weeks 
prior  to  the  election,  plus  weekend  overtime  for 

full-time  employees:  $60,000.00 

$221,276.00  (per  election) 

ONE  TIME  COST  FOR  SET-UP  OF  EARLY  VOTING  SITES 

Three  (3)  Additional  Precinct  Ballot  Counters  $  20,000.00 

30  OVI's  Electronic  Ballot  Marking  Devices  $145,000.00 

6  Laptops  $  5,000.00 

36  Voting  Booths  -  Including  ADA  Booths  $  5,000.00 

$175,000.00 

The  cost  for  the  Jackson  County  Election  Board  could  increase  or  decrease  depending  on 
the  number  of  sites  required  by  law. 


This  fiscal  note  is  based  on  one  central  satellite  location  and  two  off-site  locations. 


Darryl  Kempf,  County  Clerk  for  Cooper  County  provided  the  following  information: 


Assumptions  are  being  made  by  others  that  Early  Voting  can  be  performed  by  the  County 
Clerk  and  current  staff.  Thus  their  assuming  no  additional  cost. 
That  is  wrong  as  my  staff  all  have  full  time  responsibilities  now. 

The  space  in  the  County  Clerk's  office  is  too  small  to  conduct  voting  as  the  central  vote 
early  location.  An  additional  location  will  be  required  to  be  found  and  used. 

Costs 
Elections 

ESTIMATED  COST  OF  EARLY  VOTING  ELECTIONS  FOR  COOPER  COUNTY 

1)  Additional  staffing  in  the  office  is  going  to  be  required  to  oversee  the  coordination  of  an  Early 
Voting  process 

Part  time  Assistant  Office  Administrator  $  6,700.00 

2  month  time  is  conservative  with  Early  Voting  starting  6  weeks  prior  to  election. 
Using  $40,000  Annual  as  basis 

One  part  time  Office  Clerk  $  3,800.00 

Using  $24,000  Annual  as  basis 

To  make  available  to  any  requester  a  list  of  voters  who  have  already  cast  a  ballot.  Such  Ust  

and  shall  be  made  available  promptly  after  a  request. 

Again  conservative  figure  as  requesters  will  come  out  of  the  woodwork.  Every  candidate,  every 
political  party,  every  PAC  plus  individuals  will  be  make  daily  if  not  hourly  requests  for  such  Ust 
of  voters. 

Overtime  Voter  Registration  Clerk  $  1,000.00 

Using  $35,000  Annual  as  basis 

5  Hours  on  each  Saturday  and  Sunday  for  the  3  weekends  in  the  twenty-one  days  immediately 
prior  to  the  election.  3  Hours  on  the  last  Thursday  during  the  early  voting  period.  5  Hours 
following  the  close  of  early  voting  on  the  Monday  immediately  prior  to  election.  This  is  a 
conservatively  generous  figure  as  will  probably  require  more  staff  and  hours  following  the  close 
of  early  voting  on  that  Monday. 

Additional  part  time  Office  Clerk  $  4,200.00 

Using  $25,000  Annual  as  basis 

To  oversee  assignment  of  election  judges  on  a  daily  basis.  To  manage  payroll  for  election  judges. 

2)  Election  Judges  working  during  the  Early  Voting  period  $  12,540.00 
Election  Judges  are  current  paid  $85  as  Supervisor  and  $80  for  others.  These  are  conservative 
amounts.  Many  County  Clerks  and  Election  Authorities  pay  better  than  this.  I  should  be  raising 
them  in  my  county.  This  is  below  minimum  wage.  If  minimum  wage  is  required  the  cost  will  go 
higher. 


29  work  days  during  usual  work  week.  6  work  days  for  the  3  weekends.  Weekends  should  be 
time  and  half  of  the  weekend  amount. 

Unsure  if  will  be  required  to  have  2  election  judges  at  the  central  vote  early  location  or  4? 
hutiative  petition  states  the  local  election  authority  shall  appoint  at  least  one  election  judge  from 
each  major  political  party.  Which  could  leave  2  judges?  That  will  be  more  election  judges  if  more 
than  2  political  parties.  Also  initiative  petitions  goes  on  to  state.  Procedures  for  appointing  judges 
for  central  voting  early  locations  ....  shall  be  as  provided  in  the  general  election  law.  Which  I 
interpret  as  requiring  4  election  judges  per  location. 

3)  Social  Security  on  $28,240.00   @  7.65  percent  $  2,160.00 

4)  Other  employee  benefit  costs  $??.?? 

5)  Voting  supplies.  Mcluded  but  not  hmited  to  DRE  programming  (Touch  screen  voting  devices), 
direct  phone  hne  and  others.  $  5,000.00 

6)  Start  up  election  Equipment  including  but  not  limited  to  Electronic  Poll  Books,  Computer,  direct 
phone  line  and  others.  $  4,500.00 

7)  Voting  location  rent  $  3,000.00 
COST  FOR  CENTRAL  VOTE  EARLY  FOR  COOPER  COUNTY 

$42,900.00 

With  the  additional  duties  and  responsibilities  certainly  another  reason  to  separate  the 
office  of  County  Clerk  and  Election  Authority  in  every  county  not  currently  authorized  to 
do  so. 

Cooper  County  a  3rd  Class  County 
Approximately  11,000  Active  Registered  voters 
Population  17,601  according  to  2010  Census 

There  are  1 14  counties  and  one  independent  city  (St.  Louis)  in  the  state  of  Missouri. 

With  consideration  that  cost  of  each  election  authority  were  no  more  than  that  of  Cooper 
County. 


115  X  $42,900.00  = 


$4,933,500 


Peggy  Kenney,  County  Clerk  for  Cedar  County  on  behalf  of  the  Missouri 
Association  of  County  Clerks  and  Election  Authorities  provided  the  following 
information: 

EARLY  VOTING  FISCAL  NOTE 
FOR 

miTIATIVE  PETITION  14-065 

Election  Board            1'' Class  2°'' Class         3'^'^  Class 

(6  Boards)                 (II  Counties)  (4  Counties)     (93  Counties) 

Annual  Recurring  Costs 

Satellite  Site  Costs                   730,780.00              385,000.00  140,000.00  279,000.00 

Part-time  Labor                     3,386,931.00              550,000.00  144,000.00  2,827,200.00 

Voting  SuppUes  &  PubUcations     210.000.00  253.000.00  48.000.00  558.000.00 

Total  Annual  Recurring  Costs    4,327,711.00            1,188,000.00  332,000.00  3,664,200.00 

State  Total  Recurring  Costs  $  9.511.911.00 
Non-Recurring,  Startup  Costs 

Equipment                           1.199,800.00  825,000.00  30,000.00  418,500.00 

Total  Startup  Costs                 1,199,800.00              825,000.00  30,000.00  418,500.00 

State  Total  Startup  Costs  $2.473.300.00 

Grand  Total  Costs  1 Year  $11,985,211.00 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  the 
Department  of  Transportation,  the  Senate,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape 
Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School 
District,  Linn  State  Technical  College,  St.  Louis  Community  College,  St.  Louis  City 
Election  Board,  and  Clay  County  Election  Board. 

Fiscal  Note  Summary 

State  government  would  have  unknown  costs  and  local  govemments  could  have  total  startup 
costs  of  up  to  $2.5  million  and  total  on-going  costs  ranging  from  $770,000  to  $9.5  million  for 
each  election  cycle  depending  on  election  authority  compensation,  staffing,  and  planning 
decisions. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-066) 


Subject 

Initiative  petition  from  Matthew  Dameron  regarding  a  proposed  constitutional 
amendment  to  Article  VIII.  (Received  November  20,  2013) 

Date 

December  10,  2013 
Description 

This  proposal  would  amend  Article  VIII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  St.  Louis  County  Election  Board,  St.  Louis  City  Election  Board,  Kansas 
City  Election  Board,  Platte  County  Board  of  Elections,  Jackson  County  Election 
Board,  and  Clay  County  Election  Board. 


Darryl  Kempf,  County  Clerk  for  Cooper  County  provided  infonnation  to  the  State 
Auditor's  office. 

Peggy  Kenney,  County  Clerk  for  Cedar  County  on  behalf  of  the  Missouri 
Association  of  County  Clerks  and  Election  Authorities  provided  information  to  the 
State  Auditor's  office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  any  potential  costs 
arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  petition  and  have  determined  the  provisions  of  this  proposal  would  not 
impose  either  a  cost  or  savings  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  that  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  fiscal  impact  to 
their  department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  House  of  Representatives  indicated  no  fiscal  impact  to  their  agency. 

Officials  from  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to  their 
department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated  this  proposal  will  have  no 
fiscal  impact  on  their  office.  Budget  and  Planning  defers  to  the  Secretary  of  State's  office 
for  statewide  costs  of  election  authorities. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
fiscal  year  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this 
fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the 
publishing  requirements.  However,  because  these  requirements  are  mandatory,  we 
reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the 
Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature 
of  our  appropriation. 

This  specific  petition  establishes  an  early  voting  period  for  all  federal  and  state  general 
elections  in  Missouri.  Due  to  the  language  in  paragraph  5  of  section  8,  state  costs  may 
include  only  the  necessary  costs  for  changing  the  computerized  Missouri  Voter 
Registration  System  so  that  lists  can  be  made  available  of  voters  who  cast  ballots  during 
the  early  voting  period.  Due  to  the  small  amount  of  changes  that  are  needed,  these  costs 
are  minimal. 

If  state  appropriations  are  made  to  fund  the  implementation  of  these  provisions,  these 
funds,  like  others  in  the  past,  will  likely  be  appropriated  through  the  secretary  of  state's 
office  to  the  local  election  authorities.  Other  costs,  whether  they  are  classified  as  state 
costs  due  to  the  appropriation  avenue  or  classified  as  local  election  authority  costs,  are  as 
follows: 


Assumptions  relied  on  with  these  other  costs  include: 

-293  hours  open  for  early  voting  per  site  (central  voting  location  and  satellite  locations) 
-116  central  vote  early  locations,  31  satellite  voting  sites  per  November  2013  voter  count, 
and  33  satellite  voting  sites  per  November  2012  voter  count  (Using  November  2012  and 
2013  voter  counts  as  estimate  due  to  fact  that  the  number  of  registered  voters  at  time  of 
implementation  of  this  petition  is  currently  unknown) 

-Each  central  vote  early  location  will  be  staffed  by  at  least  two  election  judges,  paid  $9 
per  hour 

-Maintenance  costs  (including  rent,  utilities,  and  broadband  internet  service)  of  $1,890 
per  satellite  location 

-One  time  startup  costs  may  be  incurred  for  the  purchase  of  equipment  necessary  for  the 
general  election  satellite  locations,  including  accessible  voting  machines  for  disabled 
voters,  laptop  computers  and  printers.  However,  some  local  election  jurisdictions  with 
satellite  requirements  may  be  able  to  use  existing  equipment  for  the  satellite  locations. 
Due  to  this  ability,  these  potential  startup  costs  fluctuate  between  jurisdictions  and  are 
difficult  to  estimate  (however,  they  will  likely  range  from  $0  to  $14,100  per  satellite  site). 

ONGOING  COSTS 

Election  Judge  Cost  per  site  ($9  x  293  hours)  $5,274 
Cost  for  Election  Judges  at  Central  Sites  $61 1,784 

Cost  for  Election  Judges  at  Satellites  per  1 1/13  voter  counts  $163,494 
Cost  for  Election  Judges  at  Satellites  per  1 1/12  voter  counts  $174,042 
TOTAL  ELECTION  JUDGE  COSTS  per  1 1/13  Voter  Counts  $775,278 
TOTAL  ELECTION  JUDGE  COSTS  per  1 1/12  Voter  Counts  $785,826 
TOTAL  MAINTENANCE  COSTS  per  1 1/13  Voter  Counts  $58,590 
TOTAL  MAINTENANCE  COSTS  per  1 1/12  Voter  Counts  $62,370 

TOTAL  ONGOING  COSTS  per  1 1/13  Voter  Counts  $833,868 
TOTAL  ONGOING  COSTS  per  1 1/12  Voter  Counts  $848,196 

After  any  potential  initial  startup  costs  are  incurred,  each  general  election  cycle  will  incur 
the  above-detailed  ongoing  costs,  estimated  per  11/13  voter  counts  as  $833,868  or, 
estimated  per  1 1/12  voter  counts  as  $848,196. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  this  petition  would  have  no  fiscal  impact 
on  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  each  election  involving  the  city  costs 
approximately  $500,000.  They  expect  that  the  local  election  authorities  would  incur 
additional  costs  for  mail-in  and  early  voting  and  that  some  of  those  costs  would  be  passed 
onto  them.  They  do  not  know  what  those  increased  costs  would  be. 


Officials  from  the  City  of  St.  Joseph  indicated  any  additional  cost  associated  with 
Buchanan  County's  compliance  with  the  requirements  of  this  bill  -  which  mainly  seem  to 
be  keeping  a  central  voting  location  open  on  weekends  and  late  one  week  night  prior  to 
the  election  -  would  be  shared  by  their  city.  Depending  on  the  number  of  taxing 
authorities  participating  in  any  particular  election,  the  city's  share  can  run  from  $30,000 
to  $50,000.  Whatever  the  county  reports  as  it's  cost  of  complying  with  this  bill,  the  city 
would  bear  from  20%-100%  of  the  cost,  depending  on  the  election. 

Since  the  city's  population  is  under  100,000,  the  additional  satellite  location(s)  do  not 
apply. 

Officials  from  the  City  of  St.  Louis  indicated: 

The  City  of  St.  Louis  Board  of  Election  Commissioners  estimates  that  early  voting  would 
cost  an  additional  $19,400  to  $20,400  per  election.  The  cost  breakdown  is  as  follows: 


Permanent  &  Temporary  staffing  (overtime)  $5,000-$6,000 

Poll  Workers  (staffing  satellite  location)  $9,500.00 

Rent  Space  $2,100.00 

Deliver  Equipment  (Transportation)  $800.00 

Materials/Supplies  $2,000.00 

Total  $19,400-$20,400 


(Source:  Jeremy  Noland,  Board  of  Election  Commissioners,  November  21,  2013) 

Officials  from  Metropolitan  Community  College  indicated  this  petition  would  have  an 
adverse  impact  on  their  college  with  increased,  but  unidentified  costs  to  implement. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  university. 

Officials  from  the  St.  Louis  County  Election  Board  indicated: 

Upon  further  review  the  BOEC  feels  that  this  petition,  if  passed  will  require  the  use  of 
paper  ballots  at  each  satellite  location.  We  have  included  the  costs  of  purchasing 
equipment,  printing  and  delivery  of  paper  ballots.  Our  Ml 00  ballot  counting  machines 
have  a  limitation  of  10  precincts  per  machine.  Since  St.  Louis  County  contains  about 
1,300  precincts,  we  will  need  around  130  counting  machines  at  each  location.  This 
quantity  of  machines  will  increase  the  space  required  for  a  satellite  location  as  well  as 
daily  rents.  Requiring  the  use  of  paper  ballots  dramatically  increases  the  cost  as  well  as 
operational  complexity  to  the  early  voting  process. 


Satellite  Site  Costs 


Site  Lease 

Equipment  set-up,  de- 
livery, pick-up, 
storage,  truck  rental 
fees 

High-speed  Internet 
24  hour  security  ser- 
vices 


Paper  Ballot  Costs 


Operating  Number 
Days       of  Sites 


36 

(5  deliver- 
ies per 
location 
@  $500 

per  deliv- 
ery) 


36 


13 

13 

13 
13 


Daily  Site  Rental 

$  400.00 

$  2,500.00 


Number 
of  Elec- 
tions 

3 


165.00 
240.00 


Total 

$  561,600.00 

$  97,500.00 

$  6,435.00 
$  336,960.00 


mlOO* 


Ballots  to  Number 
be  printed    of  Sites 

13 


mlOO  bases* 
PCIVICIA  IVlemory  Cards* 
Paper  printing 
Ballot  delivery  costs 
Ballot  Return  Costs 


13 
13 
13 
13 

13 


Number  of  Ma- 
chines/Ballots 
per  Site 

130 


130 
130 

100,000 


Cost 


3,880.00 
$ 

700.00 
$ 

12.00 

$ 
0.26 

s 

600.00 
$ 

450.00 


Total  satellite 
costs: 


Number  of  Elec- 
tions 


$  1,002,495.00 


Total 


$  6,557,200.00 


$  1,183,000.00 


20,280.00 


$  1,014,000.00 


23,400.00 
17,550.00 


Part-time  labor 


Operating    Number        Number  of 
Days       of  Sites    Workers  per  Site 


Deputies 

Labor 

Labor 

Social  Security  @ 
7.65% 

6  Hour  Training  Class 


36 
36 

36 


13 
13 


4 

2 

12 


Labor  per 
worker 
per  hour 

$ 

16.03 
$ 

16.03 
$ 

15.00 


S 

15.00 


Total  non- 
recurring paper 

costs: 
Recurring  paper 

costs: 


Number  of  Elec- 
tions 

3 
3 
3 
3 
3 


$  7,760,480.00 
$  1,054,950.00 


Total 

55,399.68 

360,097.92 


$  2,021,760.00 


$ 
$ 


186,450.21 
7,020.00 


Total  annual  labor 
costs: 


$  2,630,727.81 


Total  annual  location,  paper  and  labor  costs: 


$  12,448,652.81 


Non-recurring,  startup  costs: 


Equipment 

Touch-screen  ma- 
chines 

Laptops 

Printers 

Tables,  chairs,  signs, 
posters,  etc... 


Cost 

$ 

4,000.00 
$ 

1,000.00 

$ 

1,000.00 

$ 

400.00 


Number 
of  Sites 

13 
13 
13 
13 


Qty  per  Site 

20 

4 
1 


Total 

$  1,040,000.00 
$  52,000.00 
$  13,000.00 

$  5,200.00 


Total  non-       $  1,110,200.00 


Total  costs  1st  year: 
Total  costs  2nd  year: 
Total  costs  3rd  year: 


recurring  costs: 


$  13,558,852.81 
$  1,562,724.27 
$  4,688,172.81 


Non-recurring  costs 


Officials  from  the  Kansas  City  Election  Board  indicated  the  estimated  cost  to  enact  this 
fiscal  note  in  our  jurisdiction  including  temporary  employees,  supplies,  building  rental 
and  legal  notices  would  be  $80,800. 

The  officials  said  as  is  their  practice,  additional  satellites  would  need  to  be  set  up  to 
handle  the  demand  of  early  voting.  These  costs  would  be  allocated  to  their  funding 
entities  (Jackson  County  and  the  City  of  Kansas  City). 

Officials  from  the  Platte  County  Election  Board  indicated  there  would  be  no  direct 
costs  to  the  Platte  County  Board  of  Election  Commissioners  to  implement  the  proposed 
changes. 

However,  there  would  be  additional  costs  to  their  county  to  conduct  early  voting  for  six 
weeks  prior  to  any  state  and/or  federal  elections.  As  currently  written  in  State  election 
law,  the  county  must  cover  the  costs  of  the  Primary  and  General  elections  in  even 
years. 

Additional  costs  per  election  would  range  from  $30,000  to  $50,000.00.  The  majority  of 
the  additional  costs  are  labor  related  for  office  staff  overtime,  election  judge  payroll  to 
man  the  early  voting  site,  PICA,  W-2  preparation  for  election  judges  who  normally,  in 
an  election  year  without  early  voting,  would  not  have  earned  enough  to  trigger  the  W-2 
requirement,  would  now  trigger  the  W-2  for  the  extra  hours/days  of  work. 


Officials  from  the  Jackson  County  Election  Board  indicated: 


Central  Early  Voting  Site  +  2  Satellites 

Annual  Cost  for  Early  Voting  Coordinator  to 
manage  early  voting  centers,  hire  part-time 
personnel  to  man  the  early  voting  centers, 
track  ballot  ordering  and  insure  safe  and 
secure  transport  of  memory  stick  and  ballots 

back  to  the  election  board  offices:  $35,000.00 

Building  rental  for  two  additional  secure  sites. 
(Based  on  Current  Rental  Rates  and  the  cost 
of  installing  a  security  system  and  new  locks 

on  each  building):  $70,000.00 

Installing  an  internet  connection  to  two  sites 
to  connect  to  the  Missouri  Central  Voter 

Registration  Database:  $  1,800.00 

Election  Services  Fund  $  14,476.00 

Miscellaneous  Supplies  &  Expenses  $  5,000.00 

Ballot  printing  and  ballots  to  insure  paper  ballots 
will  be  available  for  the  voters  if  they  choose  not  to 

utilize  the  ballot  marking  device:  $15,000.00 

Legal  Notices  for  Early  Voting  Site  Locations  $20,000.00 

Election  Judges  for  two  off-site  locations  for  6  weeks 
prior  to  the  election,  plus  weekend  overtime  for 

full-time  employees:  $60,000.00 

$221,276.00  (per  election) 

ONE  TIME  COST  FOR  SET-UP  OF  EARLY  VOTING  SITES 

Three  (3)  Additional  Precinct  Ballot  Counters  $  20,000.00 

30  OVr  s  Electronic  Ballot  Marking  Devices  $  145,000.00 

6  Laptops  $  5,000.00 

36  Voting  Booths  -  Including  ADA  Booths  $  5,000.00 


$175,000.00 


The  cost  for  the  Jackson  County  Election  Board  could  increase  or  decrease  depending  on 
the  number  of  sites  required  by  law. 

This  fiscal  note  is  based  on  one  central  satellite  location  and  two  off-site  locations. 

Darryl  Kempf,  County  Clerk  for  Cooper  County  provided  the  following  information: 

Assumptions  are  being  made  by  others  that  Early  Voting  can  be  performed  by  the  County 
Clerk  and  current  staff.  Thus  their  assuming  no  additional  cost. 

That  is  wrong  as  my  staff  all  have  full  time  responsibilities  now. 

The  space  in  the  County  Clerk's  office  is  too  small  to  conduct  voting  as  the  central  vote 
early  location.  An  additional  location  will  be  required  to  be  found  and  used. 

Costs 
Elections 

ESTIMATED  COST  OF  EARLY  VOTING  ELECTIONS  FOR  COOPER  COUNTY 

Additional  staffing  in  the  office  is  going  to  be  required  to  oversee  the  coordination  of  an  Early 
Voting  process 

Part  time  Assistant  Office  Administrator  $  6,700.00 

2  month  time  is  conservative  with  Early  Voting  starting  6  weeks  prior  to  election. 
Using  $40,000  Annual  as  basis 

One  part  time  Office  Clerk  $  3,800.00 

Using  $24,000  Annual  as  basis 

To  make  available  to  any  requester  a  list  of  voters  who  have  already  cast  a  ballot.  Such  list  

and  shall  be  made  available  promptly  after  a  request. 

Again  conservative  figure  as  requesters  will  come  out  of  the  woodwork.  Every  candidate,  every 
political  party,  every  PAC  plus  individuals  will  be  make  daily  if  not  hourly  requests  for  such  Ust 
of  voters. 

Overtime  Voter  Registration  Clerk  $  1,000.00 

Using  $35,000  Annual  as  basis 

5  Hours  on  each  Saturday  and  Sunday  for  the  3  weekends  in  the  twenty-one  days  immediately 
prior  to  the  election.  3  Hours  on  the  last  Thursday  during  the  early  voting  period.  5  Hours 
following  the  close  of  early  voting  on  the  Monday  immediately  prior  to  election.  This  is  a 
conservatively  generous  figure  as  will  probably  require  more  staff  and  hours  following  the  close 
of  early  voting  on  that  Monday. 


Additional  part  time  Office  Clerk  $  4,200.00 

Using  $25,000  Annual  as  basis 

To  oversee  assignment  of  election  judges  on  a  daily  basis.  To  manage  payroll  for  election  judges. 


2)    Election  Judges  working  during  tlie  Early  Voting  period  $  12,540.00 

Election  Judges  are  current  paid  $85  as  Supervisor  and  $80  for  others.  These  are  conservative 
amounts.  Many  County  Clerks  and  Election  Authorities  pay  better  than  this.  I  should  be  raising 
them  in  my  county.  This  is  below  minimum  wage.  If  minimum  wage  is  required  the  cost  will  go 
higher. 

29  work  days  during  usual  work  week.  6  work  days  for  the  3  weekends.  Weekends  should  be 
time  and  half  of  the  weekend  amount. 


Unsure  if  will  be  required  to  have  2  election  judges  at  the  central  vote  early  location  or  4? 
Initiative  petition  states  the  local  election  authority  shall  appoint  at  least  one  election  judge  from 
each  major  political  party.  Which  could  leave  2  judges?  That  will  be  more  election  judges  if  more 

than  2  political  parties.  Also  initiative  petitions  goes  on  to  state.  Procedures  for  appointing  judges 
for  central  voting  early  locations  ....  shall  be  as  provided  in  the  general  election  law.  Which  I 
interpret  as  requiring  4  election  judges  per  location. 


3)  Social  Security  on  $28,240.00   @  7.65  percent  $  2,160.00 

4)  Other  employee  benefit  costs  $  ??.?? 

5)  Voting  supplies.  Included  but  not  Umited  to  DRE  programming  (Touch  screen  voting  devices), 
direct  phone  hne  and  others.  $  5,000.00 

6)  Start  up  election  Equipment  including  but  not  limited  to  Electronic  Poll  Books,  Computer,  direct 
phone  line  and  others.  $  4,500.00 

7)  Voting  location  rent  $  3,000.00 


COST  FOR  CENTRAL  VOTE  EARLY  FOR  COOPER  COUNTY 

$42,900.00 

With  the  additional  duties  and  responsibilities  certainly  another  reason  to  separate  the 
office  of  County  Clerk  and  Election  Authority  in  every  county  not  currently  authorized  to 
do  so. 

Cooper  County  a  3rd  Class  County 
Approximately  11,000  Active  Registered  voters 
Population  17,601  according  to  2010  Census 

There  are  1 14  counties  and  one  independent  city  (St.  Louis)  in  the  state  of  Missouri. 


With  consideration  that  cost  of  each  election  authority  were  no  more  than  that  of  Cooper 
County. 

115  X  $42,900.00  =  $4,933,500 

Peggy  Kenney,  County  Clerk  for  Cedar  County  on  behalf  of  the  Missouri 
Association  of  County  Clerks  and  Election  Authorities  provided  the  following 
information: 

EARLY  VOTING  FISCAL  NOTE 
FOR 

INITIATIVE  PETITION  14-066 

Election  Board  1'' Class  2"^^  Class        3"''^  Class 

(6  Boards)  (11  Counties)  (4  Counties)  (93  Counties) 

Annual  Recurring  Costs 

Satellite  Site  Costs                   766,680.00  385,000.00  140,000.00  279,000.00 

Part-time  Labor                    3,584,707.00  550,000.00  144,000.00  2,827,200.00 

Voting  Supplies  &  Publications    360,000.00  253,000.00  48,000.00  558,000.00 

Total  Annual  Recurring  Costs    4,711,387.00  1,188,000.00  332,000.00  3,664,200.00 

State  Total  Recurring  Costs  $  9,895,587.00 
Non-Recurring,  Startup  Costs 

Equipment                       1,257,200.00  825,000.00  30,000.00  418,500.00 

Total  Startup  Costs              1,257,200.00  825,000.00  30,000.00  418,500.00 

State  Total  Startup  Costs  $2,530.70().00 

Grand  Total  Costs  1''  Year  $12,426,287.00 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  the 
Department  of  Transportation,  the  Senate,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape 
Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School 
District,  Linn  State  Technical  College,  St.  Louis  Community  College,  St.  Louis  City 
Election  Board,  and  Clay  County  Election  Board. 

Fiscal  Note  Summary 

State  government  would  have  unknown  costs  and  local  govemments  could  have  total  startup 
costs  of  up  to  $2.5  million  and  total  on-going  costs  ranging  from  $834,000  to  $9.9  million  for 
each  election  cycle  depending  on  election  authority  compensation,  staffing,  and  planning 
decisions. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-067) 


Subject 

Initiative  petition  from  Matthew  Dameron  regarding  a  proposed  constitutional 
amendment  to  Article  VIII.  (Received  November  20,  2013) 

Date 

December  10,  2013 
Description 

This  proposal  would  amend  Article  VIII  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  St.  Louis  County  Election  Board,  St.  Louis  City  Election  Board,  Kansas 
City  Election  Board,  Platte  County  Board  of  Elections,  Jackson  County  Election 
Board,  and  Clay  County  Election  Board. 


Darryl  Kempf,  County  Clerk  for  Cooper  County  provided  infonnation  to  the  State 
Auditor's  office. 

Peggy  Kenney,  County  Clerk  for  Cedar  County  on  behalf  of  the  Missouri 
Association  of  County  Clerks  and  Election  Authorities  provided  information  to  the 
State  Auditor's  office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  any  potential  costs 
arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  petition  and  have  determined  the  provisions  of  this  proposal  would  not 
impose  either  a  cost  or  savings  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  that  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  has  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  due  to  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  fiscal  impact  to 
their  department. 


Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  House  of  Representatives  indicated  no  fiscal  impact  to  their  agency. 

Officials  from  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to  their 
department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated  this  proposal  will  have  no 
fiscal  impact  on  their  office.  Budget  and  Planning  defers  to  the  Secretary  of  State's  office 
for  statewide  costs  of  election  authorities. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
fiscal  year  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this 
fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the 
publishing  requirements.  However,  because  these  requirements  are  mandatory,  we 
reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the 
Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature 
of  our  appropriation. 

This  specific  petition  establishes  an  early  voting  period  for  all  federal  and  state  general 
elections  in  Missouri.  Due  to  the  language  in  paragraph  5  of  section  8,  state  costs  may 
include  only  the  necessary  costs  for  changing  the  computerized  Missouri  Voter 
Registration  System  so  that  lists  can  be  made  available  of  voters  who  cast  ballots  during 
the  early  voting  period.  Due  to  the  small  amount  of  changes  that  are  needed,  these  costs 
are  minimal. 

If  state  appropriations  are  made  to  fund  the  implementation  of  these  provisions,  these 
funds,  like  others  in  the  past,  will  likely  be  appropriated  through  the  secretary  of  state's 
office  to  the  local  election  authorities.  Other  costs,  whether  they  are  classified  as  state 
costs  due  to  the  appropriation  avenue  or  classified  as  local  election  authority  costs,  are  as 
follows: 


Assumptions  relied  on  with  these  other  costs  include: 

-293  hours  open  for  early  voting  per  site  (central  voting  location  and  satellite  locations) 
-116  central  vote  early  locations,  13  satellite  voting  sites  per  November  2013  voter  count, 
and  14  satellite  voting  sites  per  November  2012  voter  count  (Using  November  2012  and 
2013  voter  counts  as  estimate  due  to  fact  that  the  number  of  registered  voters  at  time  of 
implementation  of  this  petition  is  currently  unknown) 

-Each  central  vote  early  location  will  be  staffed  by  at  least  two  election  judges,  paid  $9 
per  hour 

-Maintenance  costs  (including  rent,  utilities,  and  broadband  internet  service)  of  $1,890 
per  satellite  location 

-One  time  startup  costs  may  be  incurred  for  the  purchase  of  equipment  necessary  for  the 
general  election  satellite  locations,  including  accessible  voting  machines  for  disabled 
voters,  laptop  computers  and  printers.  However,  some  local  election  jurisdictions  with 
satellite  requirements  may  be  able  to  use  existing  equipment  for  the  satellite  locations. 
Due  to  this  ability,  these  potential  startup  costs  fluctuate  between  jurisdictions  and  are 
difficult  to  estimate  (however,  they  will  likely  range  from  $0  to  $14,100  per  satellite  site). 

ONGOING  COSTS 

Election  Judge  Cost  per  site  ($9  x  293  hours)  $5,274 
Cost  for  Election  Judges  at  Central  Sites  $61 1,784 

Cost  for  Election  Judges  at  Satellites  per  1 1/13  voter  counts  $68,562 
Cost  for  Election  Judges  at  Satellites  per  1 1/12  voter  counts  $73,836 
TOTAL  ELECTION  JUDGE  COSTS  per  1 1/13  Voter  Counts  $680,346 
TOTAL  ELECTION  JUDGE  COSTS  per  1 1/12  Voter  Counts  $685,620 
TOTAL  MAINTENANCE  COSTS  per  1 1/13  Voter  Counts  $24,570 
TOTAL  MAINTENANCE  COSTS  per  1 1/12  Voter  Counts  $26,460 

TOTAL  ONGOING  COSTS  per  1 1/13  Voter  Counts  $704,916 
TOTAL  ONGOING  COSTS  per  11/12  Voter  Counts  $7 12,080 

After  any  potential  initial  startup  costs  are  incurred,  each  general  election  cycle  will  incur 
the  above-detailed  ongoing  costs,  estimated  per  11/13  voter  counts  as  $704,916  or, 
estimated  per  1 1/12  voter  counts  as  $712,080. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  this  petition  would  have  no  fiscal  impact 
on  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  each  election  involving  the  city  costs 
approximately  $500,000.  They  expect  that  the  local  election  authorities  would  incur 
additional  costs  for  mail-in  and  early  voting  and  that  some  of  those  costs  would  be  passed 
onto  them.  They  do  not  know  what  those  increased  costs  would  be. 


Officials  from  the  City  of  St.  Joseph  indicated  any  additional  cost  associated  with 
Buchanan  County's  compliance  with  the  requirements  of  this  bill  -  which  mainly  seem  to 
be  keeping  a  central  voting  location  open  on  weekends  and  late  one  week  night  prior  to 
the  election  -  would  be  shared  by  their  city.  Depending  on  the  number  of  taxing 
authorities  participating  in  any  particular  election,  the  city's  share  can  run  from  $30,000 
to  $50,000.  Whatever  the  county  reports  as  it's  cost  of  complying  with  this  bill,  the  city 
would  bear  from  20%-100%  of  the  cost,  depending  on  the  election. 

Since  the  city's  population  is  under  175,000,  the  additional  satellite  location(s)  do  not 
apply. 

Officials  from  the  City  of  St.  Louis  indicated: 

The  City  of  St.  Louis  Board  of  Election  Commissioners  estimates  that  early  voting  would 
cost  an  additional  $19,400  to  $20,400  per  election.  The  cost  breakdown  is  as  follows: 


Permanent  &  Temporary  staffing  (overtime)  $5,000-$6,000 

Poll  Workers  (staffing  satellite  location)  $9,500.00 

Rent  Space  $2,100.00 

Deliver  Equipment  (Transportation)  $800.00 

Materials/Supplies  $2,000.00 

Total  $19,400-$20,400 


(Source:  Jeremy  Noland,  Board  of  Election  Commissioners,  November  21,  2013) 

Officials  from  Metropolitan  Community  College  indicated  this  petition  would  have  an 
adverse  impact  on  their  college  with  increased,  but  unidentified  costs  to  implement. 

Officials  from  the  University  of  Missouri  indicated  this  initiative  petition  will  have  no 
fiscal  impact  on  their  university. 

Officials  from  the  St.  Louis  County  Election  Board  indicated: 

Upon  further  review  the  BOEC  feels  that  this  petition,  if  passed  will  require  the  use  of 
paper  ballots  at  each  satellite  location.  We  have  included  the  costs  of  purchasing 
equipment,  printing  and  delivery  of  paper  ballots.  Our  Ml 00  ballot  counting  machines 
have  a  limitation  of  10  precincts  per  machine.  Since  St.  Louis  County  contains  about 
1,300  precincts,  we  will  need  around  130  counting  machines  at  each  location.  This 
quantity  of  machines  will  increase  the  space  required  for  a  satellite  location  as  well  as 
daily  rents.  Requiring  the  use  of  paper  ballots  dramatically  increases  the  cost  as  well  as 
operational  complexity  to  the  early  voting  process. 


Satellite  Site  Costs 


Operating 
Days 

Number  of 
Sites 

Dally  Site  Rental 

Number  of 
Elections 

Total 

Site  Lease 

36 

7 

S  400.00 

3 

$ 

302,400.00 

EQulpmsnt  set'Up,  dellverVr 
pick-up,  storage,  truck  rental 
fees 

(5  deliveries 
per  location  @ 
SSOO  per  de- 

lively/ 

7 

S  2,500.00 

3 

$ 

52,500.00 

High-speed  Internet 

7 

$  165.00 

3 

S 

3,465.00 

24  hour  security  services 

36 

7 

$  240.00 

3 

$ 

181,440.00 

Total  satellite  costs: 

$ 

539,805.00 

Paper  Ballot  Costs 

Ballots  to  be 

Number  of 
Sites 

Number  of  M3~ 
chines/Ballots  per 
Site 

Cost 

Number  of  Elections 

Total 

mlOO* 

7 

130 

S  3,880.00 

$ 

3,530,800.00 

mlOO  bases* 

7 

130 

$  700.00 

$ 

637,000.00 

PCMCIA  Memory  Cards* 

7 

130 

S  12.00 

S 

10,920.00 

Paper  printing 

7 

100,000 

S  0.26 

3 

S 

546,000.00 

Ballot  delivery  costs 

7 

S  600.00 

3 

s 

12,600.00 

Ballot  Return  Costs 

7 

S  450.00 

3 

s 

9,450.00 

Total  non-recurring  paper 
costs: 

s 

4,178,720.00 

Recurring  paper  costs: 

S 

568.050.00 

Part-time  labor 

Operating 
Days 

Number  of 
Sites 

Number  of  Workers 
per  Site 

Labor  per 
worker  per 
hour 

Number  of  Elections 

Total 

Deputies 

36 

4 

S  16.03 

3 

s 

55,399.68 

Labor 

36 

7 

2 

5  16.03 

3 

s 

193,898.88 

Labor 

36 

7 

12 

S  15,00 

3 

S 

1,088,640.00 

Social  Security  &  7.6554 

4- 

s 

102,352.30 

6  Hour  Training  Oass 

S  15.00 

3' 

s 

3,780.00 

Total  annual  labor  costs: 

$ 

1,444,070.86 

Total  annual  location,  paper  and  labor  costs: 


$  6,730,645.86 


Non-recurring,  startup  costs: 


Equipment 

Toucli-screen  machines 

laptops 

Printen 

Tables,  chairs,  signs,  posters, 

etc... 


Cost 

$  4,000.00 
S  1,000.00 
S  1,000.00 

$  400.00 


Number  of 
Sites 

7 
7 
7 


Qty  per  Site 

20 
4 


Total 

S  560,000.00 
S  28,000.00 
S  7,000.00 

S  2,800.00 


Total  non-recurring  costs: 


597,800.00 


Total  costs  1st  year: 
Total  costs  2nd  year: 
Total  costs  3rd  year: 


$  7,328/445.86 
$  850,641.95 
$  2,551325.86 


*  Non-recurring  costs 


Officials  from  the  Kansas  City  Election  Board  indicated  the  estimated  cost  to  enact  this 
fiscal  note  in  our  jurisdiction  including  temporary  employees,  supplies,  building  rental 
and  legal  notices  would  be  $48,400. 


The  officials  said  as  is  their  practice,  additional  satellites  would  need  to  be  set  up  to 
handle  the  demand  of  early  voting.  These  costs  would  be  allocated  to  their  funding 
entities  (Jackson  County  and  the  City  of  Kansas  City). 

Officials  from  the  Platte  County  Election  Board  indicated  there  would  be  no  direct 
costs  to  the  Platte  County  Board  of  Election  Commissioners  to  implement  the  proposed 
changes. 

However,  there  would  be  additional  costs  to  their  county  to  conduct  early  voting  for  six 
weeks  prior  to  any  state  and/or  federal  elections.  As  currently  written  in  State  election 
law,  the  county  must  cover  the  costs  of  the  Primary  and  General  elections  in  even 
years. 

Additional  costs  per  election  would  range  from  $30,000  to  $50,000.00.  The  majority  of 
the  additional  costs  are  labor  related  for  office  staff  overtime,  election  judge  payroll  to 
man  the  early  voting  site,  PICA,  W-2  preparation  for  election  judges  who  normally,  in 
an  election  year  without  early  voting,  would  not  have  earned  enough  to  trigger  the  W-2 
requirement,  would  now  trigger  the  W-2  for  the  extra  hours/days  of  work. 

Officials  from  the  Jackson  County  Election  Board  indicated: 


Central  Early  Voting  Site  -i-  2  Satellites 


Annual  Cost  for  Early  Voting  Coordinator  to 
manage  early  voting  centers,  hire  part-time 
personnel  to  man  the  early  voting  centers, 
track  ballot  ordering  and  insure  safe  and 


secure  transport  of  memory  stick  and  ballots 
back  to  the  election  board  offices: 


$35,000.00 


Building  rental  for  two  additional  secure  sites. 
(Based  on  Current  Rental  Rates  and  the  cost 
of  installing  a  security  system  and  new  locks 

on  each  building):  $35,000.00 

Installing  an  internet  connection  to  two  sites 
to  connect  to  the  Missouri  Central  Voter 

Registration  Database:  $  900.00 

Election  Services  Fund  $  8,673.00 

Miscellaneous  Supplies  &  Expenses  $  3,000.00 

Ballot  printing  and  ballots  to  insure  paper  ballots 
will  be  available  for  the  voters  if  they  choose  not  to 

utilize  the  ballot  marking  device:  $  10,000.00 

Legal  Notices  for  Early  Voting  Site  Locations  $  10,000.00 

Election  Judges  for  two  off-site  locations  for  6  weeks 
prior  to  the  election,  plus  weekend  overtime  for 

full-time  employees:  $30,000.00 

$132,573.00  (per  election) 

ONE  TIME  COST  FOR  SET-UP  OF  EARLY  VOTING  SITES 

Two  (2)  Additional  Precinct  Ballot  Counters  $  14,000.00 

20  OVr  s  Electronic  Ballot  Marking  Devices  $  97,000.00 

4  Laptops  $  4,000.00 

26  Voting  Booths  -  Including  ADA  Booths  $  3.000.00 


$118,000.00 


Darryl  Kempf,  County  Clerk  for  Cooper  County  provided  the  following  information: 


Assumptions  are  being  made  by  others  that  Early  Voting  can  be  performed  by  the  County 
Clerk  and  current  staff.  Thus  their  assuming  no  additional  cost. 
That  is  wrong  as  my  staff  all  have  full  time  responsibilities  now. 

The  space  in  the  County  Clerk's  office  is  too  small  to  conduct  voting  as  the  central  vote 
early  location.  An  additional  location  will  be  required  to  be  found  and  used. 

Costs 
Elections 

ESTIMATED  COST  OF  EARLY  VOTING  ELECTIONS  FOR  COOPER  COUNTY 

1)  Additional  staffing  in  the  office  is  going  to  be  required  to  oversee  the  coordination  of  an  Early 
Voting  process 

Part  time  Assistant  Office  Administrator  $  6,700.00 

2  month  time  is  conservative  with  Early  Voting  starting  6  weeks  prior  to  election. 
Using  $40,000  Annual  as  basis 

One  part  time  Office  Clerk  $  3,800.00 

Using  $24,000  Annual  as  basis 

To  make  available  to  any  requester  a  list  of  voters  who  have  already  cast  a  ballot.  Such  Ust  

and  shall  be  made  available  promptly  after  a  request. 

Again  conservative  figure  as  requesters  will  come  out  of  the  woodwork.  Every  candidate,  every 
political  party,  every  PAC  plus  individuals  will  be  make  daily  if  not  hourly  requests  for  such  Ust 
of  voters. 

Overtime  Voter  Registration  Clerk  $  1,000.00 

Using  $35,000  Annual  as  basis 

5  Hours  on  each  Saturday  and  Sunday  for  the  3  weekends  in  the  twenty-one  days  immediately 
prior  to  the  election.  3  Hours  on  the  last  Thursday  during  the  early  voting  period.  5  Hours 
following  the  close  of  early  voting  on  the  Monday  immediately  prior  to  election.  This  is  a 
conservatively  generous  figure  as  will  probably  require  more  staff  and  hours  following  the  close 
of  early  voting  on  that  Monday. 

Additional  part  time  Office  Clerk  $  4,200.00 

Using  $25,000  Annual  as  basis 

To  oversee  assignment  of  election  judges  on  a  daily  basis.  To  manage  payroll  for  election  judges. 

2)  Election  Judges  working  during  the  Early  Voting  period  $  12,540.00 
Election  Judges  are  current  paid  $85  as  Supervisor  and  $80  for  others.  These  are  conservative 
amounts.  Many  County  Clerks  and  Election  Authorities  pay  better  than  this.  I  should  be  raising 


them  in  my  county.  This  is  below  minimum  wage.  If  minimum  wage  is  required  the  cost  will  go 
higher. 

29  work  days  during  usual  work  week.  6  work  days  for  the  3  weekends.  Weekends  should  be 
time  and  half  of  the  weekend  amount. 

Unsure  if  will  be  required  to  have  2  election  judges  at  the  central  vote  early  location  or  4? 
Initiative  petition  states  the  local  election  authority  shall  appoint  at  least  one  election  judge  from 
each  major  political  party.  Which  could  leave  2  judges?  That  will  be  more  election  judges  if  more 
than  2  political  parties.  Also  initiative  petitions  goes  on  to  state.  Procedures  for  appointing  judges 
for  central  voting  early  locations  ....  shall  be  as  provided  in  the  general  election  law.  Which  I 
interpret  as  requiring  4  election  judges  per  location. 

3)  Social  Security  on  $28,240.00   @  7.65  percent  $  2,160.00 

4)  Other  employee  benefit  costs  $  ??.?? 

5)  Voting  supplies.  Included  but  not  hmited  to  DRE  programming  (Touch  screen  voting  devices), 
direct  phone  line  and  others.  $  5,000.00 

6)  Start  up  election  Equipment  including  but  not  limited  to  Electronic  Poll  Books,  Computer,  direct 
phone  line  and  others.  $  4,500.00 

7)  Voting  location  rent  $  3,000.00 
COST  FOR  CENTRAL  VOTE  EARLY  FOR  COOPER  COUNTY 

$42,900.00 

With  the  additional  duties  and  responsibilities  certainly  another  reason  to  separate  the 
office  of  County  Clerk  and  Election  Authority  in  every  county  not  currently  authorized  to 
do  so. 

Cooper  County  a  3rd  Class  County 
Approximately  11,000  Active  Registered  voters 
Population  17,601  according  to  2010  Census 

There  are  1 14  counties  and  one  independent  city  (St.  Louis)  in  the  state  of  Missouri. 

With  consideration  that  cost  of  each  election  authority  were  no  more  than  that  of  Cooper 
County. 


115  X  $42,900.00  = 


$4,933,500 


Peggy  Kenney,  County  Clerk  for  Cedar  County  on  behalf  of  the  Missouri 
Association  of  County  Clerks  and  Election  Authorities  provided  the  following 
information: 

EARLY  VOTING  FISCAL  NOTE 
FOR 

INITIATIVE  PETITION  14-067 

Election  Board       1'' Class  2"*^  Class        S'*^  Class 

(6  Boards)            (Counties)  (Counties)      (91  Counties) 

Annual  Recurring  Costs 

Satellite  Site  Costs                  420,305.00          385,000.00  140,000.00  279,000.00 

Part-time  Labor                   1,709,070.00          550,000.00  144,000.00  2,827,200.00 

Voting  Supplies  &  Publications  138,000.00  253,000.00  48,000.00  558,000.00 

Total  Annual  Recurring  Costs  2,267,375.00         1,188,000.00  332,000.00  3,664,200.00 

State  Total  Recurring  Costs  $7,451,575.00 
Non-Recurring,  Startup  Costs 

Equipment                       715,800.00  825,000.00  30,000.00  418,500.00 

Total  Startup  Costs             715,800.00              825,000.00  30,000.00  418,500.00 

State  Total  Startup  Costs  1,989,300.00 

Grand  Total  Costs  1''  Year  $9,440,875.00 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  the 
Department  of  Transportation,  the  Senate,  Adair  County,  Boone  County,  Callaway 
County,  Cass  County,  Clay  County,  Cole  County,  Greene  County,  Jackson  County 
Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County,  Taney  County, 
the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin,  the  City  of 
Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape 
Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School 
District,  Linn  State  Technical  College,  St.  Louis  Community  College,  St.  Louis  City 
Election  Board,  and  Clay  County  Election  Board. 

Fiscal  Note  Summary 

State  government  would  have  unknown  costs  and  local  govemments  could  have  total  startup 
costs  of  up  to  $2  million  and  total  on-going  costs  ranging  from  $705,000  to  $7.5  million  for 
each  election  cycle  depending  on  election  authority  compensation,  staffing,  and  planning 
decisions. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-078) 


Subject 

Initiative  petition  from  Aaron  Willard  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  December  6,  2013) 

Date 

December  26,  2013 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  the  Public  Service  Commission,  and  the  State  Tax  Commission. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

The  proposal  repeals  the  earnings  and  income  tax  and  replaces  it  with  a  decreased  income 
tax  in  addition  to  an  increased  sales  tax.  The  language  states  that  the  rates  of  tax  levied 
shall  be  recalculated  and  renewed  every  year  to  produce  an  amount  of  revenue  equal  to 
the  decrease  in  revenues  as  a  direct  result  of  the  repeal  of  the  earnings  and  income  tax. 
Based  on  this  assumption,  the  state  school  foundation  formula  would  not  be  negatively 
impacted  fiscally.  However,  the  impact  of  an  increased  sales  tax  on  purchases  within  the 
state  is  unknown.  We  defer  to  DOR  in  that  regard. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  reviewed  the 
provisions  of  this  petition  and  have  determined  the  provisions  of  this  proposal  would  not 
impose  either  a  cost  or  savings  on  their  department.  While  the  revisions  of  the  tax  law 
could  have  a  substantial  impact  on  the  funds  available  to  the  MDHE  and  institutions  of 
higher  education,  there  would  be  no  direct  cost  or  savings. 

Officials  from  the  Department  of  Health  and  Senior  Services  this  initiative  petition  is  a 
no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  the 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
They  will  defer  to  the  Department  of  Revenue  for  any  impact  to  state  revenue. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal  which  deals  with  income  taxes. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  would  increase  costs 
for  their  department  by  $200,696  for  fiscal  year  2015,  $384,003  for  fiscal  year  2016. 

This  amendment  may  increase  state  sales  tax.  It  is  unknown  if  this  increase  will  impact 
small  businesses. 


The  IT  portion  of  the  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $58,422. 
The  value  of  the  level  of  effort  is  calculated  on  2,140  FTE  hours. 

This  amendment  reduces  individual  income  tax  rates  and  will  reduce  Total  State  Revenue 
by  an  estimated  $1.5  billion  in  the  first  full  effective  fiscal  year.  If  this  reduction  reduces 
revenues,  the  General  Assembly  is  required  to  increase  the  state  sales  tax  to  make  up  the 
difference  in  lost  revenue  and  renew  the  increase  each  year  after.  To  counteract  this  loss 
of  revenue  due  to  individual  income  tax  rate  reduction,  the  sales  tax  rate  would  increase 
to  approximately  6.684%  from  the  current  4.225%  to  make  up  for  the  projected  reduction 
in  individual  income  tax. 

This  amendment  decreases  Total  State  Revenue  until  the  General  Assembly  enacts  the 
state  sales  tax  increase. 

Section  1(a) 

This  provision  prohibits  the  General  Assembly  from  enacting  laws  that  impose  a  tax  on 
income  beginning  with  tax  year  2015,  except  as  provided  in  sections  1(a)  to  1(d)  of  this 
amendment.  Additionally,  it  prohibits  the  general  assembly  from  authorizing  political 
subdivisions  the  power  to  impose  tax  on  income  except  those  taxes  that  were  enacted  or 
imposed  by  a  city  before  January  1,  2015,  and  renewed  by  voters. 

Section  1(b) 

This  section  repeals  the  existing  income  tax  except  those  imposed  by  1(c)  and  any  tax 
imposed  by  a  city  before  January  1,  2013.  The  Director  continues  to  collect  taxes  in 
effect  before  January  1,  2015. 

Section  1(c) 

Beginning  January  1,  2015  the  amendment  imposes  a  tax  on: 

Married  filing  joint  returns  or  heads  of  household: 

Missouri  taxable  income  not  over  $30,000  3.0% 
Missouri  taxable  income  over  $30,000  4.9% 

All  other  individuals: 

Missouri  taxable  income  not  over  $15,000  3.0% 
Missouri  taxable  income  over  $15,000  4.9% 

Administrative  Impact 
Personal  Tax: 

A  change  in  income  tax  rates  will  require  two  Revenue  Processing  Technicians  I  for 
every  2,400  pieces  of  correspondence  and  19,000  errors  generated 

Collections  &  Tax  Assistance  (CAT A): 
CATA  requires  two  Tax  Collection  Technicians  with  CARES  equipment  and  Revenue 
Processing  Technician  with  CARES  equipment  to  respond  to  additional  contacts  in 
response  to  tax  rate  changes  and  taxable  income  changes. 


ITSD-DOR: 

New  Tax  Rates  -504  hours;  2  tiers  for  married  and  head  of  household;  2  tiers  for  other 
filers 

Section  1(d) 

This  section  defines  Missouri  taxable  income.   Missouri  taxable  income  excludes  net 
profits  from  business  reported  on  a  Schedule  C,  net  income  from  rental  real  estate 
royalties,  partnerships,  S-corporations,  estates,  trusts,  and  net  farm  rental  reported  on 
Schedule  E,  and  net  farm  profit  reported  on  Schedule  F. 
Administrative  Impact 
ITSD-DOR: 

New  subtraction  for  business  profits  -504  hours 
New  subtraction  for  schedule  E  and  line  17  of  federal  (rental,  S  Corp,  etc.)  -504  hours 
New  subtraction  for  net  farm  profit  -504  hours 

Section  1(e) 

The  provisions  of  this  section  require  the  General  Assembly  to  enact  sales  tax  increases, 
expansions  of  the  base,  or  both  without  voter  approval  if  net  individual  income  tax 
revenues  decrease  due  to  provisions  of  sections  1(a)  through  1(d). 

When  the  General  Assembly  enacts  the  state  sales  tax  rate  increase  or  expands  the  base  to 
offset  the  loss  of  revenues  from  the  income  tax  change,  the  state  sales  tax  rate  would  need 
to  be  raised  from  the  current  rate  of  4.225%  to  6.684%  each  year  after  following  a 
decrease  in  state  revenues. 

Administrative  Impact 

Collection  &  Tax  Assistance  (CATA): 
CATA  may  see  additional  registration  and  customer  phone  calls  if  the  sales  tax  base  is 
expanded  or  the  rate  is  increased.  This  will  require  two  Revenue  Processing  Technicians 
with  CARES  equipment  to  respond  to  additional  contacts  and  registrations. 

Sales  Tax: 

This  amendment  requires  the  General  Assembly  to  increase  the  rate  of  sales  tax,  expand 
the  base  of  the  sales  tax,  or  both  if  individual  income  tax  revenues  decrease.  The 
department  will  need  to  send  rate  change  letters  to  all  registered  businesses  each  time  the 
General  Assembly  increases  the  sales  tax  rate.  If  the  General  Assembly  expands  the 
base,  the  department  may  be  required  to  register  new  businesses  not  currently  collecting 
tax  or  to  inform  businesses  that  some  of  the  nontaxable  products  have  been  determined  to 
be  taxable.  The  department  will  need  to  adjust  forms,  procedures,  and  website. 

The  impact  to  the  department  depends  on  how  the  General  Assembly  expands  the 
base.  The  department  would  potentially  need  to  send  letters,  make  programming 
changes,  and  register  new  businesses  every  year,  because  the  rate  and  expansion  of  the 
base  must  be  recalculated  and  renewed  each  year  for  it  to  continue. 


Motor  Vehicle  Bureau: 
Procedures  will  need  to  be  revised  by  a  Management  Analyst  Specialist  I  requiring  40 
hours  at  a  cost  of  $840  in  FY  15. 

Two  overtime  hours  for  each  system  change  will  be  required  for  a  total  of  10  hours  by  a 
Management  Analyst  Specialist  I  at  a  cost  of  $210  each  in  FY  15. 

ITSD-DOR: 
Sales  Tax  rate  change  - 124  hours 

Postage: 

Costs  associated  with  notifying  approximately  150,000  sales/use  tax  filers  of  the  rate 
change: 

Letters:  $0.0255x150,000  =  $  3,825 

Envelopes:  $0.04    x  150,000  =  $  6,000 

Postage:  $  0.39    x  150,000  =  $  58,500 

TOTAL  $  68,325 

Section  1(f) 

This  provision  empowers  the  General  Assembly  to  enact  laws  that  provide  for  the 
administration  and  collection  of  taxes  authorized  in  this  amendment. 

Section  4(d) 

The  amendment  modifies  language  in  this  section  to  eliminate  provisions  that  authorize 
the  General  Assembly  to  impose  a  tax  or  set  rates. 

Comments: 

This  amendment  would  not  come  to  a  vote  of  the  people  until  November  2014.  With  an 
effective  date  of  January  1,  2015,  this  would  give  the  department  less  than  60  days  to 
implement  the  required  changes.  This  would  not  be  a  sufficient  period  of  time  to  make 
rate  changes  to  the  tax  systems  and  forms  in  preparation  for  the  Tax  Year  2014  filing. 

Section  1(c) 

Taxpayers  with  taxable  income  of  $6,000  or  less  will  see  a  tax  increase  under  these  new 
tax  rates.  This  may  also  create  a  substantial  increase  for  those  taxpayers  with  taxable 
income  above  the  $15,000  or  $30,000  threshold.  Those  taxpayers  making  just  over  the 
cutoff  amount  will  be  pushed  into  the  higher  income  bracket.  This  will  create  an 
additional  burden  for  those  taxpayers. 

Section  l(c)(i) 

By  establishing  a  separate  threshold  for  taxpayers  filing  a  joint  Missouri  return  or  those 
filing  as  a  Head  of  Household,  this  calculates  the  tax  based  on  the  combined  total  of  both 
spouses.  Currently,  each  spouse's  income  is  reported  jointly  and  the  tax  is  calculated  on 
each  spouse's  income. 


In  Missouri  currently,  the  filing  of  a  combined  return  provides  that  "[t]he  tax  liability  of 
the  two  taxpayers  shall  be  separate  and  not  joint  and  several."  Section  143.491.1, 
RSMo.  "Joint  return"  provides  that  under  "general  principles  of  federal  income  tax  law,  a 
husband  or  wife  is  jointly  and  severally  liable  for  any  deficiencies,  penalties  and  interest 
assessed  against  his  or  her  spouse  regarding  a  joint  income  tax  return,  unless  he  or  she 
was  an  innocent  spouse."  U.S.  v.  McKinney,  686  F.3d  432  (7*  Cir.  (Ill),  2012). 

Missouri  has  no  provision  for  an  innocent  spouse  request  as  does  the  Federal  government 
under  Title  26  U.S.C.  Section  6015,  which  only  allows  a  minority  of  spouses  to  take 
advantage  and  not  be  held  liable  for  the  combined  tax  liability  of  both  spouses. 

Section  1(d) 

The  definition  for  "Missouri  Taxable  Income"  is  ambiguous.  As  provided  by  this  section, 
the  term  will  need  to  be  defined  by  law,  but  shall  not  include  net  profits  from  business, 
net  income  from  rental  real  estate,  royalties,  partnerships,  S  corporations,  estates,  trusts, 
and  net  farm  income,  or  net  farm  profit.  Until  the  General  Assembly  acts,  the  language 
may  be  construed  to  mean  gross  income  with  no  deductions  or  exemptions. 

The  department  recommends  defining  "net  profits  from  a  business,"  "net  income,"  and 
"net  farm  profits."  It  is  unclear  if  net  losses  are  included  in  the  calculation  of  Missouri 
taxable  income. 

Section  1(e) 

The  department  recommends  defining  the  term  "net  individual  income  tax  revenues 
collected."  It  is  unclear  if  this  means  the  gross  amount  or  net  amount  of  revenue  collected 
after  refunds. 

The  General  Assembly  is  not  required  to  implement  the  state  sales  tax  increase  until  the 
decrease  from  the  individual  income  rate  reduction  is  determined.  This  will  cause  a 
serious  cash  flow  problem  for  the  state  in  FY  2015  and  FY  2016. 

The  recalculation  of  this  tax  is  determined  by  comparing  the  decrease  in  net  individual 
income  tax  revenues  collected  in  the  immediate  prior  tax  year  against  the  2014  net 
individual  income  tax  revenues  collected.  Recalculating  the  increase  in  state  sales  tax  in 
this  manner  may  limit  the  increase  as  taxable  income  grows.  However,  this  language  is 
ambiguous  and  may  be  read  as  requiring  the  recalculation  to  be  determined  by  the 
difference  of  the  decrease  in  revenues  from  the  prior  tax  year  and  the  net  individual 
income  tax  calculated  at  the  rate  prior  to  the  decrease. 

It  is  also  unclear  if  the  2014  net  individual  income  tax  revenues  collected  is  based  on  the 
tax,  fiscal,  or  calendar  year.  This  may  cause  confusion  in  the  recalculation  process. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  due  to 
this  initiative  petition  for  their  department. 


Officials  from  the  Department  of  Social  Services  indicated  this  amendment  could  affect 

total  state  revenue,  but  it  is  impossible  to  predict  the  fiscal  impact  to  any  one  state 
department,  including  the  Department  of  Social  Services  (DSS),  because  the  funding 
available  to  DSS  in  any  given  year  is  dependent  on  the  appropriations  process. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to  their 
department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  (OA)  indicated  this  proposal  will  have  no 
impact  on  the  Office  of  Administration,  or  Budget  &  Planning  (BAP). 

Regarding  the  state  individual  income  tax: 

•  This  proposal  supersedes  the  existing  ten  marginal  tax  rates,  and  replaces  them  with 
two  sets  of  marginal  rates.  For  single  taxpayers,  the  tax  shall  be  3%  on  income  less 
than  $15,000,  and  4.9%  on  income  above  this  threshold.  For  joint  returns  and  those 
filing  as  heads  of  household,  the  income  threshold  is  doubled  to  $30,000. 

o  BAP  notes  that  under  current  statutes,  married  filers  file  combined  returns,  as 
opposed  to  the  joint  returns  filed  for  federal  income  taxes.  Additionally, 
taxpayers  filing  combined  returns  separate  their  incomes,  and  then  calculate  tax 
on  each  taxpayer's  proportion  of  income.  It  is  unclear  if  the  intent  of  this 
proposal  is  to  continue  this  practice,  or  instead  for  married  taxpayers  to  merge 
their  incomes  into  one  amount  for  the  calculation  of  tax. 

•  This  proposal  excludes  various  sources  of  income  from  state  taxable  income, 
including  net  business  profits  reported  on  Schedule  C  and  line  12;  net  partnership, 
royalty,  and  other  income  on  Schedule  E  and  line  17;  and  net  farm  profit  on 
Schedule  F  and  line  18. 

o  BAP  notes  that  the  phrases  "net  profits  from  a  business,"  "net  income,"  and  "net 
farm  profits"  are  not  clearly  defined  in  this  proposal.  In  particular  it  is  unclear 
if  or  how  taxpayers  are  to  include  any  net  losses  for  the  purposes  of  calculating 
income  tax. 

o  This  proposal  does  not  change  the  corporate  income  tax.  The  tax  rate  on 
corporate  income  remains  6.25%.  This  may  encourage  corporate  taxpayers  to 
change  their  filing  status  so  that  they  may  file  as  partners  through  the  individual 
tax  system.  This  may  further  reduce  general  and  total  state  revenues. 


BAP  estimates  the  income  tax  proposal  will  reduce  general  and  total  state  revenues 
annually  by  amounts  that  could  exceed  $1.5B.  This  estimate  is  based  on  net  individual 
income  tax  liabilities  reported  for  tax  year  20 11. 

Because  the  changes  to  income  tax  are  effective  January  1,  2015,  cash  flow  impacts  will 
begin  to  be  realized  no  later  than  February  2015,  as  taxpayers  make  adjustments  to 
amounts  withheld  from  earned  income. 

The  general  assembly  shall  levy  an  additional  sales  tax,  or  broaden  the  existing  sales  tax 

base,  to  recover  the  revenues  directly  forgone  by  the  changes  to  the  income  tax,  as 
compared  to  2014.  BAP  assumes  for  this  analysis  that  "2014,"  as  the  figure  is  used  in 
section  1(e)  means  Tax  Year  2014,  but  this  is  not  clear  from  the  proposal;  for  example, 
the  figure  could  be  interpreted  as  Fiscal  Year  2014. 

Gross  general  revenue  sales  tax  collections  in  FY  13  totaled  just  under  $1.9B,  at  a  tax  rate 
of  3%.  Therefore,  to  recover  the  lost  revenues  noted  above,  this  sales  tax  rate  would  have 
to  be  increased  by  at  least  2.37%.  Further,  any  new  sales  tax  is  to  be  recalculated  and 
renewed  on  an  annual  basis.  Technical  Note:  This  petition  does  not  reference  use  tax.  If 
use  tax  is  increased,  like  sales  tax,  the  use  tax  increase  will  not  be  exempt  from  the  18e 
calculation. 

The  state  will  forgo  several  billion  dollars  of  general  revenue  before  the  new  sales  tax  can 
be  implemented. 

The  reduced  tax  rates  go  into  effect  Jan.  1,  2015.  While  this  change  will  ultimately 
impact  tax  liabilities  due  April  15,  2016,  taxpayers  will  reduce  withholdings  and 
estimated  payments  throughout  Calendar  Years  2015  and  2016. 

The  DOR  will  not  have  "final"  data  on  Tax  Year  2014  collections  until  at  least  late 
October  2015,  following  the  due  date  for  extended  filings.  Similar  data  for  Tax  Year 

2015  will  not  be  available  until  late  October  2016.  Therefore,  it  will  be  at  least  October 

2016  before  DOR  can  determine  if  net  individual  income  collections  have  been  reduced 
as  a  direct  result  of  this  proposal. 

Since  the  General  Assembly  would  not  be  authorized  to  increase  the  sales  tax  until 
October  2016,  it  would  likely  be  at  least  January  2017  before  any  additional  sales  tax 
would  be  levied,  depending  on  how  quickly  the  General  Assembly  enacted  the  sales  tax. 

Going  forward,  there  is  some  uncertainty  as  to  how  the  "recalculation"  required  in  future 
tax  years  is  to  be  accomplished. 

The  language  might  be  interpreted  to  mean  that  for  each  tax  year,  DOR  is  to  collect  taxes 
at  the  proposed  rates  and  compare  these  collections  to  Tax  Year  2014  collections.  In  this 
case,  the  difference  between  subsequent  years'  collections  and  Tax  Year  2014  would 

likely  grow  smaller  each  year,  assuming  taxable  income  grows,  until  there  is  no  longer 
any  difference  and  the  sales  tax  increase  is  no  longer  necessary.  This  would  effectively 


provide  an  anchor  on  general  revenues  for  several  years.  It  is  uncertain  how  this 
calculation  would  be  impacted  if  taxable  income  declines  as  the  result  of  a  recession  or 
other  economic  troubles. 

Or,  the  language  might  be  interpreted  to  mean  that  for  each  tax  year,  DOR  is  to  collect 

taxes  at  the  proposed  rates,  then  calculate  what  net  individual  tax  would  have  been  under 
the  previous  tax  schedule.  The  difference  in  these  calculations  would  be  the  basis  for  the 
additional  sales  tax. 

In  either  case,  these  calculations  will  become  increasingly  complicated  in  future  years,  as 
both  the  General  Assembly  and/or  Congress  amend  the  definition(s)  of  taxable  income. 

Therefore,  BAP  estimates  this  proposal  will  reduce  general  and  total  state  revenues  by  an 
amount  that  could  exceed  several  billion  dollars  in  aggregate  during  FYs  2015  and  2016, 
and  until  the  general  assembly  enacts  and  DOR  is  able  to  administer  the  additional  sales 
tax. 

Observations: 

This  proposal  would  increase  tax  for  individuals  reporting  the  lowest  amounts  of  taxable 
income,  i.e.  those  with  incomes  under  $3,000,  upon  which  the  current  marginal  tax  rate  is 
less  than  3%.  This  impact  is  compounded  by  the  increase  in  sales  tax. 

The  proposal  no  longer  allows  the  general  assembly  to  impose  a  tax  on  individual  income 
beyond  that  described  in  this  proposal.  However,  the  general  assembly  may  define 
taxable  income,  and  may  reference  federal  law  when  doing  so.  Depending  on  when  this 
petition  is  passed  by  the  voters,  statutory  updates  may  need  to  occur  outside  the  regular 
legislative  session. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  fiscal  year  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office 


assumes,  for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation 
authority  it  needs  to  meet  the  publishing  requirements.  However,  because  these 
requirements  are  mandatory,  we  reserve  the  right  to  request  funding  to  meet  the  cost  of 
our  publishing  requirements  if  the  Governor  and  the  General  Assembly  change  the 
amount  or  eliminate  the  estimated  nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office  other  than  if  revenues  are  significantly 
changed. 

Officials  from  the  Office  of  the  State  Treasurer  indicated  no  fiscal  impact  to  their 
office. 

Officials  from  the  City  of  Columbia  indicated  it  is  not  possible  to  identify  a  specific 
fiscal  impact,  although  the  proposal  could  decrease  the  predictability  of  local  revenues, 
repeal  tax-generating  tools  currently  available  to  voters  and  create  confusion  if  the 
General  Assembly  is  in  the  position  of  adjusting  tax  rates  annually. 

The  City  of  Columbia  received  approximately  $538,000  in  state  grants  in  fiscal  year  2012 
(October  -  September);  while  this  is  not  a  guaranteed  annual  sum,  it  represents  a  potential 
resource  that  could  be  in  jeopardy. 

Officials  from  the  City  of  Jefferson  indicated  the  proposed  change  in  state  income  tax 
would  have  no  direct  fiscal  impact  on  their  city.  However,  as  the  fiscal  impact  to  the 
state  of  Missouri  is  unknown,  any  residual  consequences  to  the  city  both  as  a  political 
subdivision  of  the  state  as  well  as  the  state's  capital  are  also  unknown. 

Officials  from  the  City  of  Kirkwood  indicated  they  do  not  know  if  there  will  be  a  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  Hannibal  School  District  No.  60  indicated  that  they  are  opposed  to 
the  subject  Initiative  Petition.  If  passed,  the  proposed  petition  would  have  a  negative 
impact  on  state  revenue  and  public  school  funding. 

Officials  from  the  State  Tax  Commission  indicated  they  have  determined  this  does  not 
directly  have  a  fiscal  impact  on  their  agency. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville,  the  City  of  Mexico, 
the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union, 


the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District, 
Rockwood  R-VI  School  District,  Linn  State  Technical  College,  Metropolitan 
Community  College,  University  of  Missouri,  the  St.  Louis  Community  College,  and 
the  Public  Service  Commission. 

Fiscal  Note  Summary 

State  government  entities  estimate  this  proposal  reduces  state  revenue  by  several  billion  dollars 
during  the  first  two  affected  fiscal  years.  The  legislature  is  required  to  increase  state  sales  tax 
revenue  to  replace  a  calculated  decrease  in  net  individual  income  tax  revenue  resulting  from  this 
proposal  and  recalculate  and  renew  changes  yearly. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-079) 


Subject 

Initiative  petition  from  Brad  Ketcher  regarding  a  proposed  constitutional  amendment  to 
Article  III.  (Received  December  1 1,  2013) 

Date 

December  31,  2013 
Description 

This  proposal  would  amend  Article  III  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  and  the  Missouri  Ethics  Commission. 

Marc  EUinger  provided  information  as  an  opponent  of  the  proposal  to  the  State  Auditor's 
office. 


Brad  Ketcher  on  behalf  of  Ballot  Measure  Group,  LLC  provided  information  as  a 
proponent  of  the  proposal  to  the  State  Auditor's  office. 

Assumptions 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated 

there  is  no  anticipated  state  cost  to  the  foundation  formula  associated  with  this  proposal. 
To  the  extent  fine  revenues  exceed  2004-2005  collections,  any  increase  in  this  money 
distributed  to  school  districts  increases  the  deduction  in  the  foundation  formula  the 
following  year.  Therefore,  the  affected  districts  will  see  an  equal  decrease  in  the  amount 
of  funding  received  through  the  formula  the  following  year;  unless  the  affected  districts 
are  hold-harmless,  in  which  case  the  districts  will  not  see  a  decrease  in  the  amount  of 
funding  received  through  the  formula  (any  increase  in  fine  money  distributed  to  the  hold- 
harmless  districts  will  simply  be  additional  money).  An  increase  in  the  deduction  (all 
other  factors  remaining  constant)  reduces  the  cost  to  the  state  of  funding  the  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  they  have  determined  the 
estimated  cost  or  savings  are  zero  to  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact. 

Officials  from  the  Department  of  Revenue  indicated  this  initiative  petition  will  have  no 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  they  foresee  no  fiscal  impact 
due  to  this  initiative  petition. 


Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  has  no  impact  on 
their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office  beyond  existing  appropriations. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

This  specific  petition  prohibits  the  counting  of  a  genuine  signature  of  a  registered  voter 
on  a  petition  because  of  the  signature  means,  manner,  medium,  form  or  format  used  by 
the  registered  voter.  These  signatures  are  still  subject  to  the  other  requirements  set  forth 
in  Chapter  116  that  require  a  certain  form  of  the  petition  itself  and  that  set  forth 
submission  procedures  for  the  petition  (i.e.  pages  are  submitted  all  at  one  time,  in  order, 
and  numbered  sequentially  by  county  and  every  page  has  the  full  text  of  the  proposed 


measure  attached).  The  signature  pages  of  the  petition  also  are  required  to  be  submitted  in 
the  approved  form  of  the  sample  petition.  Additionally,  it  is  assumed  that  the  "genuine 
signature"  language  used  in  the  petition  will  prohibit  the  counting  of  signatures  that  the 
registered  voter  does  not  personally  sign,  including  certain  electronic  signatures.  This 
assumption  is  consistent  with  the  requirements  of  Section  116.130,  RSMo,  in  checking 
signatures  against  voter  registration  records  and  continuing  the  current  process  of 
signature  verification. 

Due  to  these  other  restrictions  and  the  above  assumptions,  there  should  be  no  significant 
costs  or  savings  other  than  the  stated  publication  costs. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Columbia  indicated  this  bill  appears  to  have  no  fiscal  impact 
on  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  has  no  impact  on 
the  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  Cape  Girardeau  63  School  District  indicated  they  are  unaware  of  any 
cost  or  savings  that  this  measure  would  have  on  their  school  district. 

Officials  from  the  Missouri  Ethics  Commission  indicated  the  costs  related  to  the 
proposed  legislation  are  not  currently  included  in  their  budget. 

They  estimate  increased  operating  expenses  of  $119,835  for  FY  2015,  $122,216  for  FY 
2016,  and  $123,464  for  FY  2017. 

Prohibiting  a  member  of  the  general  assembly  from  accepting  or  receiving  compensation 
of  any  as  a  paid  political  consultant  for  another  individual  who  is  a  candidate  or  holding 
the  office  of  a  state  representative  or  state  senator,  or  the  candidate  committee  of  such 
candidate  or  office  holder  as  defined  in  Chapter  130 

•  Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.,  about  the  new 

statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

•  Provide  oversight  in  adherence  to  the  specific  prohibition  of  receiving 
compensation  as  a  political  consultant  from  the  entities  outlined  in  105.456, 
including  reviewing  campaign  finance  reports  as  established  in  Section 
105.955.14  (2),  (3),  RSMo. 


•  Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo., 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant 
increase  of  complaints  would  require  additional  Commission  resources,  including 
investigative  staff. 

Prohibiting  a  member  of  the  general  assembly  from  acting,  serving,  or  registering  as  a 
lobbyist  for  a  specified  period  of  time  after  leaving  office  would  require  the  following  of 
the  MEC: 

•  Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

•  Provide  oversight  to  ensure  those  individuals  leaving  the  general  assembly  do  not 
register  as  a  lobbyist  with  the  MEC  for  the  specified  period  of  time.  This  would 
entail  reviewing  lobbyist  registrations,  at  the  time  of  receipt  by  the  MEC,  and 
comparing  them  to  those  members  of  the  general  assembly  who  have  left  office 
within  the  specified  period  of  time.  For  any  individual  submitting  a  registration 
and  are  not  eligible  to  register  or  act  as  a  lobbyist,  create  the  necessary 
correspondence  to  the  registrant  and  track  the  results  of  the  correspondence. 

•  Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo., 
through  conducting  investigations  and  the  related  legal  actions.  Any  significant 
increase  of  complaints  would  require  additional  Commission  resources,  including 
investigative  staff. 

Implementing  prohibition  for  a  member  of  general  assembly  to  accept  lobbyist/lobbyist 
principal  gifts  would  require  the  following  of  the  MEC: 

•  Provide  information  to  public  officials  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.,  about  the  new 
statutory  requirements;  examples  include  providing  education,  developing 
informational  materials,  telephone  and  email  assistance. 

•  Provide  oversight  in  adherence  to  the  specific  gift  prohibition,  including 
reviewing  lobbyist  reports  as  established  in  Section  105.959,  RSMo.  This 
oversight,  it  is  assumed,  would  be  primarily  from  receiving  written  complaints,  as 
established  in  Section  105.955.14,  RSMo.,  through  conducting  investigations  and 
the  related  legal  actions.  It  is  assumed  this  prohibition  would  result  in  a  minimal 
number  of  complaints;  however,  if  this  assumption  is  incorrect  the  Commission 
would  require  additional  staff  resources. 

Implementing  campaign  finance  limits  would  require  the  following  of  the  MEC: 

•  Provide  information  to  those  committee  officers  and  the  public  as  specified  in  the 
Commission  duties  in  Section  105.491,  105.955.14  (4),  RSMo.  about  these  limits; 
examples  include  providing  education,  developing  informational  materials, 
telephone  and  email  assistance. 

•  Assess  the  specific  monetary  surcharge,  as  proposed;  this  includes  identifying 
those  committees  failing  to  adhere  to  the  campaign  finance  contribution  limits, 
sending  out  the  necessary  notices,  tracking  the  receipt  of  payments,  and 


coordinating/conducting  any  necessary  collection  efforts.  Prior  to  the  repeal  of 
campaign  finance  limits  in  2007,  the  Commission  assessed  limited,  if  any 
surcharges,  related  to  the  previously  established  limits,  due  to  resource 
constraints. 

•  Provide  oversight  in  campaign  finance  committee  adherence  to  the  specific 
contribution  limits,  including  reviewing,  auditing,  and  performing  cross  checks  of 
the  reported  contributions,  as  established  in  Section  105.955.14  (2),  (3),  RSMo. 
Prior  to  the  campaign  finance  limit  repeal  in  2007,  the  Commission  performed 
limited  if  any  oversight  to  adherence  to  the  previously  established  limits,  due  to 
resource  constraints. 

•  Respond  to  written  complaints,  as  established  in  Section  105.955.14,  RSMo., 
through  conducting  investigations  and  the  related  legal  actions. 

If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  fiscal  impact  was  calculated  using  the  Office  of  Administration's  pay  grid  and  the 
Office  of  Administrations  expense  and  equipment  guidelines. 

The  proposed  legislation  would  implement  campaign  finance  limits.  The  implementation 
of  the  above  responsibilities  would  require  the  following  additional  resources: 

•$15,120  in  expense  and  equipment  to  acquire  contract  services  that  would  develop  the 
MEC  internal  search  capabilities  for  oversight  of  the  campaign  finance  committees' 
adherence  to  the  specific  contribution  limits,  as  established  in  105.955.14,  RSMo. 
Current  campaign  finance  data  collection  would  allow  the  MEC  to  use  search 
capabilities,  providing  for  a  manual  review  by  MEC  staff  of  adherence  to  the  established 
limits. 

•1  Business  Analyst  to  conduct  the  routine  work  necessary  in  reviewing  and  providing 
oversight  for  the  proposed  legislation.  The  Business  Analyst  would  review  committee 
reports  for  compliance,  prepare  necessary  notices,  track  the  receipt  of  payment,  and 
coordinate  the  necessary  collection  efforts.  Currently  two  Business  Analysts  assist  2,800 
committees  in  filing  campaign  finance  reports,  prepare  and  disseminate  15,000  notices, 
and  review  1 1,000  campaign  finance  reports. 
•  If  the  Commission  identifies  significant  violations  during  the  process  established  in 
Section  105.955.14  (2),  (3),  RSMo  or  complaints  received  increase  significantly  an 
Investigator  would  be  required  to  provide  the  proper  oversight. 

The  Commission  would  anticipate  that  changes  or  additions  to  the  proposed  language  set 
forth  in  this  bill,  may  require  additional  associated  costs  for  FTE,  equipment,  and 
expenses. 

Marc  EUinger  provided  the  following  information  as  an  opponent  of  this  initiative 
petition. 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  Initiative  Petition  that 
was  filed  by  Brad  Ketcher  on  December  10, 2013. 

In  2012,  the  State  Auditor's  Office  issued  a  Fiscal  Note  (11-35)  for  an  initiative  that 

limited  campaign  contributions.  In  that  fiscal  note,  both  the  Department  of  Revenue  and  the 

Missouri  Ethics  Commission  indicated  there  would  be  additional  costs  to  their  departments.  The 

Auditor's  Office  issued  the  following  Fiscal  Note  Summary: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least 
$127,000  annually  and  result  in  one-time  costs  of  about  $28,000.  Any  potential 
impact  to  state  government  revenue  could  not  be  determined.  It  is  estimated  this 
proposal  will  have  no  costs  or  savings  to  local  governments. 

This  fiscal  note  summaiy  vastly  underestimates  the  costs  to  state  and  local  governments  as  a 

result  of  the  proposed  measure.  We  urge  you  to  adopt  a  different  fiscal  note  for  this  proposed 

measure  on  the  basis  of  the  data  you  will  find  herein.  Not  only  will  there  be  direct  costs  to  state 

agencies  as  indicated  in  Fiscal  Note  11-35  but  there  will  be  widespread  effects  on  the  Missouri 

economy.  Each  election  cycle,  candidates  spend  millions  of  dollars  in  Missouri.  Limiting  the 

total  amount  of  contributions  will  limit  the  total  amount  of  money  candidates  will  raise,  and 

therefore  will  decrease  the  amount  of  campaign  spending  in  Missouri.   Currently  candidates 

spend  thousands  of  dollai"s  on  payroll  for  campaign  workers,  thousands  of  dollars  in  payroll  and 

income  taxes  paid  directly  to  the  State  of  Missouri,  they  spend  money  for  lodging  and  food  at 

local  Missouri  businesses,  their  media  purchases  support  Missouri  media  companies,  and  they 

purchase  printing,  supplies,  utilities,  and  more  in  Missouri.    Not  only  do  many  of  these 

expenditures  directly  yield  state  and  local  tax  revenues,  but  through  the  multiplier  effect,  these 

dollars  are  spent  and  re-spent  within  our  state  and  local  economies.    Limiting  campaign 
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contributions  would  significantly  reduce  campaign  spending  in  Missouri  and  have  a  serious 
negative  fiscal  impact  to  both  the  state  and  local  governments. 
Economic  Impact  of  Campaign  Spending 

To  date,  there  has  not  been  a  comprehensive  study  regarding  the  fiscal  impact  of  state 
elections  on  Missouri  state  and  local  governments.  However,  there  is  research  on  the  fiscal 
impact  of  election  spending.  One  such  study  sought  to  determine  how  campaign  spending 
affects  earnings  in  service  sectors.'  More  specifically,  the  study  sought  to  determine  how 
income  growth  is  affected  by  the  presence  of  a  primary. 

The  study  concluded  that  the  presence  of  the  primary  not  only  increases  overall  income, 
but  also  income  in  service-related  sectors.  The  authors  found  a  41%  increase  in  quarterly  income 
growth  rate  in  quarters  where  there  is  primary  spending. 

The  authors  point  out  that  states  with  primaries  tend  to  see  between  $500,000  and  $19 
million  in  spending  during  an  election  cycle,  which  is  enough  to  "modestly  boost  local  income 
growth."  Primary  spending  increases  total  income  growth  by  0.53  percentage  points.  The  effect 
is  higher  in  the  services  sector,  where  growth  is  increased  by  0.76. 

The  study  also  points  out  that  there  would  be  a  "multiplier  effect"  which  the  authors 
explain  as  follows: 

For  example,  if  a  waitress  receives  a  greater  amount  of  tips  than  usual,  she  may  be  more 
inclined  to  make  additional  purchases,  or  even  tip  her  hairdressers  more.  This  money 
will  continue  to  circulate  in  the  state's  economy. 

In  addition,  the  study  finds  that  Missouri  is  one  of  the  five  states  with  the  highest  amount 
of  money  spent  on  campaign  expenditures,  compared  to  the  total  contributions  by  state  residents. 

'  See  Lessem,  Rebbeca  &  Carly  Urban,  "Local  Economic  Growth  from  Primary  Election  Spending, "  Working 
Paper,  Carnegie  Mellon  University,  2012,  attached  hereto  as  Appendix  A. 
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The  study  shows  that  there  is  more  than  twice  as  much  campaign  spending  in  Missouri  as  is 
contributed  by  state  residents.  This  study  finds  that  primary  campaign  spending  increases 
income  growth  in  a  state.  "[W]hen  individuals  are  greeted  with  a  poUtical  campaign,  they  should 
relish  in  the  stimulus  this  provides  (and  the  transfers  from  individuals  in  other  states  that  allow 
this  to  occur)."  (emphasis  added). 

While  the  Lessem  &  Urban  study  does  not  directly  quantify  the  amount  by  which 
Missouri  state  election  campaign  spending  stimulates  the  Missouri  economy  and  the  economies 
of  Missouri  local  governments,  it  does  demonstrate  that  there  is  significant  fiscal  impact  of  such 
spending. 

There  is  no  authority  to  suggest  that  the  dollars  spent  at  a  local  print  shop,  hotel,  or 
restaurant  by  a  presidential  primary  campaign  operate  differently  in  the  Missouri  economy  than 
if  spent  by  a  campaign  for  state  senator  or  state  representative.  And  while  increased  election 
spending  has  a  positive  effect  on  a  state's  economy,  drastically  reducing  election  spending  will 
have  a  correlated  negative  effect  on  the  economy.  We  can  examine  data  from  the  Missouri 
Ethics  Commission  to  see  the  true  impact  of  limiting  campaign  contributions. 
2014-032's  Effect  on  Nixon  2012 

In  order  to  understand  the  effect  of  2014-079,  we  can  examine  a  previous  measure's 

effect.  2014-032  would  limit  campaign  contributions  to  statewide  elected  officials,  state 

senators,  and  state  representatives  to  $2,600.  In  2012,  Jay  Nixon  ran  a  successftil  re-election 

campaign  for  Governor.  While  his  campaign  spent  money  in  the  years  leading  up  to  2012,  we 

have  limited  our  analysis  to  a  single  year.  First,  we  will  examine  contributions.  In  2012,  alone, 

Nixon's  candidate  committee  received  donations  ranging  from  eleven  cents  to  $500,000.00. 

More  than  40%  of  the  contributions  to  Nixon's  campaign  came  from  out  of  state. 
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Nixon  2012 

Contributions  from  in-state 
Contributions  from  out-of-state 

$4,703,437.39 
$3,348,067.98 

Percentage  Total  Contributions  from  Out-of-State 

41.58% 

Under  2014-032  all  candidate  committees  would  be  limited  to  contributions  in  the 
amount  of  $2,600  or  less.  With  the  proposed  measure  (2014-079),  contributions  to  elect  an 
individual  to  state  senator  would  be  limited  to  $  1 ,000  and  contributions  to  elect  an  individual  to 
state  representative  would  be  limited  to  $500.  While  the  exact  contribution  limits  may  differ, 
the  analysis  related  to  2014-032  is  persuasive  for  this  proposed  measure  as  well. 

In  2012,  Nixon's  candidate  committee  received  a  total  of  $8,051,505.37  in  contributions. 

If  you  limit  each  contributor  to  a  previously  suggested  maximum  ($2,600.00),  the  amount  of 

contributions  is  significantly  less  —  $2,207,976.00.  That  is  a  decrease  in  contributions  of  more 

than  $5.8  miUion  dollars.  Only  27.42%  of  Nixon's  contributions  in  2012  would  have  been 

lawful  under  a  proposed  cap  on  contributions  at  $2,600.00.^ 

 Nixon  2012  

Total  Contributions  $8,051,505,37 
Contributions  from  Candidate  Committees  $42,650.00 
Contributions  in  excess  of  $2,600  $5,800,879.37 


Total  Lawful  Contributions  under  2600  Cap  IP  $2,207,976.00 
Total  contributions  proliibited  under  2600  Cap  IP  $5,843,529.37 

Percent  of  lawful  contributions  of  total  contributions  27.42% 


^  In  looking  at  the  2012  campaign  of  Kurt  Schaefer  for  State  Senate,  a  similar  percentage  (approximately  36%)  of 
his  total  contributions  would  have  been  lawful  under  the  new  $1 ,000  limit. 
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The  next  step  is  to  look  at  where  these  campaign  dollars  were  being  spent.  According  to 
the  Missouri  Ethics  Commission,  in  2012,  Nixon's  campaign  spent  more  than  $12  million 
dollars.^  The  expenditures  are  broken  down  by  categories  in  the  table  below. 


Nixon  2012  

Percentage  of 
Total 


Spending  (Dollars) 

Spending 

Payroll  &  Field  Work 

$745,023.80 

6.09 

Missouri  Taxes 

$63,404.72 

0.52 

Federal  Taxes 

$330,642.56 

2.70 

Media 

$9,181,550.00 

75.10 

Otiier  Missouri  Expenditures 

$866,243.68 

7.09 

Out  of  State  Expenditures 

$1,039,072.50 

8.50 

$12,225,937.26 

100.00 

Nixon  spent  approximately  $750,000  on  payroll  or  paying  field  workers.  All  of  this 
amount  would  be  subject  to  Missouri  state  income  tax.  The  amount  of  taxes  the  Nixon  campaign 
paid  directly  to  the  State  of  Missouri  is  in  excess  of  $60,000.  In  addition,  the  Nixon  campaign 
paid  more  than  $300,000  in  federal  taxes.  The  cities  of  Kansas  City  &  St.  Louis  presumably 
collected  a  1%  earnings  tax  fi"om  a  portion  of  that  amount.  The  $750,000  paid  to  employees 
would  have  a  significant  impact  on  the  economy  due  to  the  multiplier  effect.  Much  of  that  money 
would  be  spent  on  retail  sales,  generating  sales  tax  for  the  state  and  local  governments.  If  all  of 
the  people  who  normally  work  political  campaigns  no  longer  could  be  employed  by  campaigns, 
there  would  be  significant  belt  tightening  by  these  individuals  which  would  result  in  additional 
lost  sales  tax  revenue. 

Nixon  also  spent  more  than  $9  million  dollars  on  "media."  All  of  that  money  went  to  an 
out-of-state  media  company.  Still,  traditionally  that  company  coordinates  all  the  media 


^  Nixon  had  raised  significant  contributions  prior  to  2012  for  the  2012  election  cycle.  If  the  proposed  IP  had  been  in 
effect,  the  loss  of  economic  activity  would  be  even  greater. 
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purchases,  which  presumably  were  with  in-state  media  providers,  as  Nixon  was  running  for 
Governor  of  Missouri.  While  some  of  the  $9  million  dollars  could  be  attributable  to  media 
production,  the  majority  of  it  was  likely  for  paid  radio,  television,  and  print  advertising  in 
Missouri.  The  loss  of  $9  million  dollars  in  the  Missouri  media  market  in  a  single  year  is 
significant, 

Nixon  also  paid  more  than  $850,000  to  other  Missouri  individuals  or  companies.  Many 
of  these  expenditures  were  in  the  services  and  accommodations  sectors.  This  money  supports 
Missouri  businesses  and  helps  fund  their  payroll. 

We  have  already  seen  that  a  similar  proposed  measure  would  have  reduced  Nixon's  total 
campaign  contributions  by  72.58%.  Assuming  the  proposed  measure  would  decrease  spending 
by  the  same  amount,  we  can  project  what  Nixon's  spending  would  have  looked  like  with  a 
$2,600  contribution  limit  in  place. 


Nixon  2012 

Projected  Spending 

Spending  (Dollars) 

with  Contr.  Limits 

Payroll  &  Field  Worl< 

$745,023.80 

$204,285.53 

IVlissouri  Taxes 

$63,404.72 

$17,385.57 

Federal  Taxes 

$330,642.56 

$90,662.19 

IVIedia 

$9,181,550.00 

$2,517,581.01 

Otiier  IVlissouri  Expenditures 

$866,243.68 

$237,524.02 

Out  of  State  Expenditures 

$1,039,072.50 

$284,913.68 

$12,225,937.26 

$3,352,352.00 

The  proposed  measure  with  the  $2,600  cap  would  have  translated  into  a  spending 

decrease  of  $8.87  million  dollars.  Again,  for  just  one  campaign  for  just  one  year.  Even  if  you 

assume  only  75%  of  the  "media"  expenditures  affect  Missouri's  economy,  approximately  70%  of 

Nixon's  total  campaign  expenditures  affect  the  Missouri  economy.  In  total,  just  one  year  of  one 
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campaign  resulted  in  approximately  $8.5  million  dollars  of  expenditures  in  or  affecting 
Missouri's  economy.  This  estimate  does  not  include  the  multiplier  effect  of  such  expenditures. 
2014-079 

Although,  for  this  proposed  measure,  the  campaign  contribution  limits  would  not  apply  to 
statewide  elected  officials,  it  does  apply  to  state  senators  and  state  representatives.  In  addition, 
the  limits  are  significantly  lower  than  2014-032.  Under  2014-079,  state  representatives  would 
only  be  allowed  contributions  less  than  1/5  than  allowed  under  2014-32.  The  amount  for 
allowable  contributions  for  state  senator  would  be  less  than  half  of  what  is  allowed  under  2014- 
032.  If  anything,  the  Nixon  analysis  overstates  the  amounts  that  would  be  allowable  under  2014- 
079. 

The  Effect  on  the  State  of  Missouri 

According  to  the  Missouri  Ethics  Conmiission,  total  expenditures  by  candidates  that 
would  be  affected  by  the  proposed  measure  were  more  than  $20  million  dollars  in  2012. 
Reducing  that  number  by  the  percentage  of  allowable  contributions  we  saw  with  the  Nixon 
campaign  (27.42%)  translates  to  a  loss  of  more  than  $14.5  million  dollars  due  to  the  initiative 
petition. 


Statewide  2012 

Projected  Spending 

Spending  (Dollars) 

with  Contr.  Umits 

Lost  Dollars  due  to  IP 

Payroll  &  Field  Work 

$1,218,000 

$333,975.60 

$884,042.40 

iVIissouri  Taxes 

$104,000 

$28,516.80 

$75,483.20 

Federal  Taxes 

$540,000 

$148,068.00 

$391,932.00 

IVIedia 

$15,020,000 

$4,118,484.00 

$10,901,516.00 

Other  Missouri 

Expenditures 

$1,418,000 

$388,815.60 

$1,029,184.40 

Out  of  State  Expenditures 

$1,700,000 

$466,140.00 

$1,233,860.00 

Projected  Effects 

20,000,000 

5,484,000 

$14,516,000 
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The  loss  of  these  payroll  amounts  impacts  state  revenues  in  two  ways:  (1)  the  loss  of  state 
income  taxes  on  these  amounts  and  (2)  the  loss  of  state  sales  taxes  forgone.  First,  the  amount  of 
state  income  taxes  can  be  estimated  taking  the  total  payroll  figure,  applying  the  multiplier,  and 
multiplying  by  the  tax  rate  of  .06%.  Here,  lost  income  tax  revenue  would  total  $265,207.32. 
In  estimating  lost  sales  tax  amount,  the  multiplier  must  be  applied.  Previous  research  has 
suggested  using  a  local  fiscal  multiplier  of  5.    Assuming  35%  of  the  payroll  income  is  taxable 
spending,  the  total  lost  sales  tax  revenue  would  be  more  than  $65,000. 

With  respect  to  the  media  spending,  assuming  only  75%  of  that  translates  to  Missouri 
corporate  income,  and  applying  the  corporate  tax  rate  translates  into  a  loss  of  approximately 
$511 ,000.  Also  assuming  that  half  of  the  media  spending  is  paid  out  to  employees  in  salaries, 
there  would  be  lost  income  taxes  and  sales  taxes  on  that  amount.  There  would  be  approximately 
$1,635,227.40  in  lost  income  tax.  There  would  be  a  corresponding  loss  of  state  sales  tax  revenue 
from  this  loss  of  salary  in  the  amount  of  $337,048.48.  Finally,  there  would  be  sales  tax  lost  on 
the  "other  Missouri  expenditures."  Even  assuming  only  half  of  such  expenditures  were  taxable, 
applying  the  multiplier  and  the  sales  tax  rate,  the  state  would  lose  $130,326.46  of  sales  tax 
revenue.  The  number  of  "other  Missouri  expenditures"  is  also  likely  to  be  greater  under  the 
2014-079  proposal  because  state  senators  and  state  representatives  are  not  as  likely  to  spend  as 
much  money  out-of-state  as  are  statewide  candidates.^  The  total  loss  to  Missouri  state 
government  (based  on  only  one  year  of  one  election  cycle)  is  at  least  $3  million  dollars. 


A  multiplier  helps  estimate  the  direct  impact,  indirect  impact  and  induced  impacts.  Direct  impact  includes  the 
payroll  dollars  being  paid.  Indirect  impact  represents  the  impact  of  routine  consumer  spending  by  those  individuals. 
Induced  effects  are  those  changes  in  spending  due  to  additional  (or  lost)  employment  generated  by  the  direct  and 
indirect  effects.  "Expenditure  Multiplier"  attached  as  Appendix  B. 

'  In  looking  at  the  2012  campaign  of  Kurt  Schaefer  for  State  Senate,  none  of  his  expenditures  were  out-of-state. 
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2014-079  Impact  on  the  State 

Lost  State  Income  Tax  due  to  lost  campaign  payroll 
Lost  State  Income  Tax  due  to  lost  media  payroll 

$265,207.32 
$1,635,227.40 

Lost  State  Sales  Tax  due  to  lost  campaign  payroll 

Lost  State  Sales  Tax  due  to  lost  media  payroll 

Lost  State  Sales  Tax  on  "Other  IVlissouri  Expenditures" 

$65,352.55 
$403,015.42 
$130,326.46 

Lost  Corporate  Income  Tax  on  media  companies  income 

$511,008.56 

TOTAL 

$3,010,147.71 

The  Effect  on  Local  Government 

In  addition,  the  proposed  measure  would  have  a  significant  effect  on  local  government 
revenue.  In  St.  Louis  and  Kansas  City,  a  1%  earnings  tax  is  collected  on  income.  There  would 
be  losses  associated  with  both  the  lost  campaign  payroll  and  lost  media  payroll,  in  the  amounts 
of  $5,745.27  and  $35,424.48  respectively.^  In  addition,  the  average  local  sales  tax  rate  is  3.45% 
in  Missouri.  This  rate  was  applied  to  the  same  tax  bases  as  described  above,  resulting  in  total 
lost  sales  tax  revenue  of  over  $450,000.  The  total  loss  to  local  governments  as  a  result  of  the 
proposed  measure  exceeds  $500,000. 


2014-079  Impact  on  Local  Governments 

Lost  Earnings  Tax  due  to  lost  campaign  payroll 

$5,745.27 

Lost  Earnings  Tax  due  to  lost  media  payroll 

$35,424.48 

Lost  Local  Sales  Tax  due  to  lost  campaign  payroll 

$53,372.97 

Lost  Local  Sales  Tax  due  to  lost  media  payroll 

$329,089.51 

*  In  201 1,  the  population  of  St.  Louis  and  Kansas  City  as  a  percentage  of  total  state  population  was  12.998% 
according  to  the  U.S.  census  bureau.  Applying  this  percentage  to  the  total  payroll  statewide  generates  an  estimate  of 
payroll  that  would  be  subject  to  the  earnings  and  income  tax.  This  estimate  will  likely  underestimate  the  actual 
fiscal  impact  because  the  earnings  tax  is  collected  from  all  city  residents  and  all  non-city  residents  who  work  within 
the  city  limits. 
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Lost  Local  Sales  Tax  on  "Other  Missouri  Expenditures" 

$88,767.15 

TOTAL 

$512,399.38 

Limiting  Lobbying  Expenditures 

The  proposed  measure  also  significantly  restricts  lobbying  expenditures.  Restricting 
spending  by  Missouri  lobbyists  in  Missouri  would  also  affect  Missouri's  economy.  Particularly, 
restricting  lobbyist  spending  would  have  a  negative  economic  effect  on  the  City  of  Jefferson  and 
Cole  County,  where  lobbyists  spend  the  majority  of  their  time  from  January  to  May  of  each  year. 
The  Auditor  is  encouraged  to  contact  both  jurisdictions  to  clarify  and  quantify  that  impact. 

In  2012,  lobbyist  gifts  totaled  $886,236.60.  That  number  equates  to  more  than  $187,200 
collected  in  state  sales  tax  and  more  than  $152,875  in  local  sales  tax  that  would  be  lost  as  a  result 
of  the  proposed  measure. 
Conclusion 

The  proposed  measure  would  have  a  significant  negative  economic  impact  on  both  the 
state  and  local  governments  in  Missouri.^  In  just  one  year,  total  election  spending  amounted  to 
almost  $50  million  in  Missouri,  Election  spending  by  candidates  affected  by  this  measure  would 
amount  to  more  than  $20  million,  The  proposed  measure  would  drastically  reduce  election 
spending.  State  and  local  governments  would  lose  income  and  earnings  tax  revenue  and  sales 
tax  revenue,  not  just  on  the  amount  of  decreased  election  spending,  but  much  more,  due  to  the 
multiplier  effect.  Any  estimate  of  fiscal  impact  of  the  proposed  measure  must  include  these 

'  These  numbers  are  based  on  a  state  sales  tax  rate  of  4.225,  a  local  sales  tax  rate  of  3.45,  and  a  multiplier  of  5. 

^  To  the  extent  the  Auditor  finds  the  numbers  herein  "speculative,"  we  request  that  the  Auditor  specifically  request 
an  estimate  from  Office  of  Administration  (Budget  and  Planning)  on  the  negative  effects  of  campaign  contribution 
limitations. 
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significant  losses  in  order  to  adequately  inform  potential  signors  and  voters.  We  submit  the 

following  proposed  statement  of  fiscal  impact: 

It  is  estimated  this  proposal  will  increase  state  government  costs  by  at  least  $118,000 
annually  and  have  an  unknown  increase  in  costs  for  local  government  entities,  The 
potential  negative  impact  to  revenues  for  state  and  local  governmental  entities  could  be 
significant,  but  is  unknown. 


12 


Local  Economic  Growth  from  Primary  Election 

Spending* 

Rebecca  Lessem^^ 
Caiiy  Urban-^ 

December  4,  2012 

Abstract 

This  paper  asks  how  government  and  private  consumption  spending  affect  earn- 
ings in  service  sectors.  To  do  this,  we  exploit  a  natural  experiment,  using  an  ex- 
ogenous form  of  consumption  spending-the  money  spent  while  campaigning  for  a 
party's  Presidential  primary  nomination.  To  answer  these  questions,  we  create  a 
novel  dataset  combining  the  date  each  state  held  its  primary  from  1976-2008,  the 
date  in  each  election  cycle  in  which  only  one  candidate  remained,  and  quarterly 
state  income  by  sector.  Hosting  a  primary  election  increases  total  income,  partic- 
ularly in  the  accommodations  sector.  These  results  remain  consistent  when  using 
data  on  primary  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 
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Appendix  A 


1  Introduction 


Government  expenditures  have  been  found  to  increase  emplojmaent  and  income.-^  How- 
ever, this  Hterature  restricts  itself  to  studying  investment  expenditures  in  the  form  of 
education,  health,  military,  and  infrastructure  spending,  leaving  the  question,  "How  does 
added  consumption  spending  affect  income?"  unanswered.^  This  paper  uses  a  natural 
experiment  to  estimate  the  relationship  between  consumption  spending  and  short-run 
income  growth  by  exploiting  exogenous  variation  in  the  duration  and  ordering  of  Presi- 
dential primary  campaigns. 

In  2008  alone,  these  campaigns  spent  $348  million  across  states  on  hotels,  meals,  rental 
cars,  and  other  campaign  expenditures.^  This  figure  does  not  include  the  amount  spent 
by  media  covering  the  race,  personal  in-state  expenses  of  staffers,  or  additional  funds 
individuals  outlay  when  coming  out  to  witness  the  spectacle  of  a  primary  race.  We  use 
this  exogenous  spending  to  determine  the  short-run  income  growth  when  money  enters  a 
state  economy. 

Primary  elections  are  held  sequentially  by  state  and  each  election  cycle  varies  in  dura- 
tion due  to  changes  in  the  competitiveness  of  elections.  In  some  years,  there  is  no  primary 
in  many  states,  as  the  nomination  is  determined  long  before  each  state  has  its  turn  to  vote 
for  a  nominee.*  For  example,  in  2004  Senator  Kerry  clinched  the  Democratic  nomination 
in  March,  whereas  in  2008  President  Obama  did  not  win  the  nomination  until  June.  In 

^See  for  example,  Wilson  (2011),  Shoag  (2010),  Serrate  and  Wingender  (2010),  Chodorow-Reich  et 
al.  (2011),  Ramey  (2011),  and  Ramey  (2011a). 

^To  a  certain  degree,  this  question  has  been  addressed  in  the  literature  on  the  economic  impact 
of  mega-events  such,  as  the  Superbowl,  Presidential  Nomination  conventions,  and  the  Olympics,  (See 
Matheson  (2006)  and  citations  therein).  However,  it  differs  in  certain  respects,  most  importantly  in 
that  we  have  a  stronger  identification  stratcdy.  In  primary  elections,  there  is  ex-ante  uncertaint5'  as  to 
whether  or  not  a  state  will  be  reached  hy  primary  campaigns,  whereas  mega-events  arc  planned  far  in 
advance.  Mega-events  allow  an  area  to  anticipate  additional  consumption  expenditures  and  internalize 
the  benefits  by  increasing  up  front  costs.  However,  the  value  of  consumption  spending  in  a  primary  is 
unanticipated  ex-ante  and  the  variance  in  spending  between  hosting  and  not  hosting  a  primary  is  high, 
deterring  businesses  fi-om  internalizing  the  benefits  prior  to  the  event.  Second,  candidates  campaign  in 
areas  to  reach  the  maximum  number  of  pivotal  voters  not  in  the  most  desirable  tourist  locations,  so  it  is 
unlikely  that  crowd  out  of  the  local  tourist  sector  occurs  in  this  setting  as  in  the  prior  vein  of  literature. 

^Authors'  calculation  based  on  CRP  (2011). 

■^We  consider  the  nomination  determined  once  there  is  only  one  candidate  remaining  in  the  contest. 
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particularly  long  primary  elections,  local  biisinesses  in  states  that  are  not  normally  ex- 
posed to  primary  campaigns  receive  an  exogenous  increase  in  revenue.  In  addition,  many 
states  change  their  position  on  the  primary  calendar  between  election  cycles. 

This  paper  first  establishes  the  exogeneity  of  campaign  spending  and  economic  indica- 
tors. Next,  we  exploit  the  variation  in  whether  or  not  a  state  receives  campaign  spending 
in  each  year  to  test  how  this  increased  spending  affects  local  economies.  Specifically,  we 
study  how  income  growth  is  aiJected  by  the  presence  of  a  primary  in  a  given  state  and 
quarter.^ 

To  conduct  this  analysis,  we  create  a  novel  dataset  of  primary  and  caucus  dates  from 
1976-2008,  where  we  determine  if  a  state  held  a  primary  based  on  the  scheduled  primary 
date  and  the  date  in  which  only  one  candidate  remained  in  each  party's  election.  We  pair 
this  primary  elections  data  with  quarterly  state-level  and  sector-specific  information  on 
personal  income  levels  from  the  Bureau  of  Economic  Analysis  (BEA). 

We  find  that  the  presence  of  a  primary  increases  overall  income,  as  well  as  income 
in  service-related  sectors.  Erom  1976-2008,  income  growth  increased  by  0.53  percentage 
points  in  states  with  primaries,  compared  to  an  average  income  growth  of  1.3  percentage 
points  per  quarter.  This  implies  about  a  41%  increase  in  the  quarterly  income  growth 
rate  in  quarters  when  there  is  primary  spending.  Our  results  are  robust  to  controlling 
for  factors  related  to  the  amount  of  spending  as  well  as  to  including  state  fixed  effects. 
We  verify  these  results  using  data  on  campaign  expenditures  for  2004  and  2008  from 
the  Center  for  Responsive  Politics.^  In  this  setting,  we  find  that  doubling  campaign 
expenditures  increases  overall  income  growth  by  about  0.05  percentage  points  (or  hosting 
a  primary  results  in  a  35%  increase  in  quarterly  income  growth  rates),  and  this  effect  is 
particularly  pronounced  in  the  accommodations  sector. 

^The  idea  that  election  outcomes  could  aifect  the  economy  is  not  new.  Snowberg  et  al.  (2007)  use 
prediction  market  analysis  of  elections  from  1880-2004  to  show  that  electing  a  Republican  President  raises 
equity  valuations  by  23%.  Knight  (2006)  shows  that  policy  platforms  in  the  2008  Presidential  general 
election  were  capitalized  into  equity  prices.  No  one  has  previously  asked  how  the  act  of  campaigning  can 
aifect  the  economy. 

^Data  on  campaign  expenditures  are  only  available  for  these  two  years. 
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We  appeal  to  two  distinct  literatures  in  this  paper.  First,  the  existence  of  primary  elec- 
tions provides  a  new  environment  in  which  to  study  local  economic  development,  through 
exogenous  shocks  to  consumption  expenditures.  Recently,  scholars  and  policymakers  have 
expressed  interest  in  the  American  Recovery  and  Reinvestment  Act  (ARRA)  spending. 
Wilson  (2011)  and  Chodorow-Reidi  et  al.  (2011)  use  instrumental  variable  strategies  and 
find  that  one  new  job  created  costs  $125,000  and  $26,300  per  year,  respectively.'^  Ask- 
ing a  similar  question  Serrato  and  Wingender  (2010)  find  that  an  additional  job  costs 
$30,000  per  j'^ear,  using  an  instrumental  variables  strategy  and  data  on  federal  investment 
spending.  Similarly,  Shoag  (2010)  uses  the  idiosyncratic  component  of  state-managed  de- 
fined benefit  pensions  to  predict  government  spending.  He  finds  that  $35,000  of  spending 
generates  one  additional  job. 

In  comparison  to  the  papers  just  mentioned,  we  avoid  the  natural  endogeneity  con- 
cern that  spending  is  often  allocated  to  states  in  the  most  need  of  growth.^  Candidates 
campaign  as  to  maximize  their  chances  of  winning  the  election,  which  generally  means 
following  the  primary  calendar.  Candidates  campaign  in  states  sequentially,  and  tend  to 
not  visit  a  state  until  the  primary  is  upcoming.  One  reason  for  this  is  that  individual 
victories  create  momentum  to  propel  a  candidate  to  his  next  contest.^  In  addition,  can- 
didates also  have  a  disincentive  to  over-spend  in  the  primary,  as  they  want  to  save  any 
potential  funds  for  the  general  election  battle,  conditional  on  winning  the  nomination.  For 
these  reasons,  the  optimal  strategy  for  candidates  is  to  campaign  sequentially,  meaning 
that  the  allocation  of  funds  will  depend  on  the  primary  schedule  and  will  be  exogenous 
to  local  economic  conditions. 

In  addition,  our  paper  studies  the  effect  of  spending  on  a  different  set  of  sectors 
than  is  normally  assessed.  Most  of  the  ARRA  funds  were  centered  around  Medicaid  and 

'^Chodorow-Reich  et  al.  (2011)  find  that  the  jobs  resulting  from  Medicaid  spending  are  concentrated 
in  the  state  and  local  government,  health,  and  education  sectors. 

®This  is  particularly  true  in  the  cases  of  the  ARRA  spending,  though  Knight  (2002)  shows  that  this 
can  also  be  true  in  the  transportation  sector. 

^'See  Abramowitz  (1989),  Abramson  et  al.  (1992),  Mutz  (1998),  Adkins  aiid  Dowdle  (2001),  Callander 
(2007),  Strmnpf  (2002),  and  Klumpp  and  Polborn  (2006)  for  more  on  the  necessity  of  momentum  in 
primary  contests. 
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education,  and  other  federal  spending  initiatives  focused  on  infrastructure  investment, 
energy  efficiency,  unemployment  assistance,  and  state  and  local  government  stabilization 
(lllth  Congress  2009).  On  the  other  hand,  primary  spending  likely  benefits  the  local 
economy  in  the  service-related  sectors.  Another  unique  feature  of  our  work  is  that  transfers 
do  not  entirely  come  from  the  federal  government,  allowing  us  to  study  how  increases  in 
consumption  expenditures  in  the  form  of  transfers  can  affect  income  growth.  Primary 
campaigns  are  sometimes  funded  through  federal  matching,  but  candidates  vying  for  their 
part3'''s  presidential  nomination  rely  on  money  from  individual  donors  and  from  Pohtical 
Action  Committees.^" 

Second,  while  we  establish  that  the  duration  of  a  primary  and  the  time  in  which  states 
changed  their  primary  dates  are  uncorrelated  with  economic  indicators,  our  paper  adds 
to  the  literature  investigating  the  incentives  for  states  to  hold  early  primaries. -^"^  States 
early  in  the  primary  process  are  presumed  to  have  a  disproportionate  effect  on  candidate 
selection  by  building  candidate  viability,  attracting  donors  and  volunteers,  and  creating 
momentum  (Abramowitz  1989;  Abramson  et  al.  1992;  Mutz  1998).  Some  work  examines 
the  pohcy  benefits  of  early  contests.  Taylor  (2010)  finds  no  effect,  while  Knight  and  Schiff 
(2010)  find  that  early  contests  had  a  20%  greater  influence  over  candidate  selection  than 
later  contests  in  2004.^^  Similarly,  Malhotra  and  Snowberg  (2011)  find  that  the  order 
mattered  less  than  pivotal,  or  competitive,  primary  contests  in  2008.  Theoretical  work 
demonstrates  that  voters  can  use  early  contests  as  cues  in  determining  their  vote  choices. 
This  paper  is  the  first  to  investigate  the  potential  economic  benefits  of  having  an  early 
^"See  Section  6  for  more  on  federal  funding  percentages. 

'•^States  have  a  demonstrated  interest  in  holding  early  primaries.  For  example,  in  2008  Michigan  and 
Florida  moved  their  primaries  to  January,  and  this  was  rejected  by  the  DNC.  Democratic  candidates 
agreed  to  refrain  from  campaigning  in  these  states,  and  the  delegates  were  not  counted  in  the  candidates' 
totals.  This  did  not  deter  Florida  from  moving  its  primary  up  in  the  order  again  in  2012,  which  was  this 
time  rejected  by  the  RNC,  costmg  the  state  half  of  its  delegates  (Grice  2012).  Thus,  moviug  a  primary 
contest  too  early  can  be  costly,  yet  states  are  still  attempting  to  diange  their  primary  dates. 

^^Taylor  (2010)  uses  state  procurement  data  from  1984  to  2004  to  show  that  primary  order  matters 
only  in  competitive  nominations  when  the  victorious  candidate  won  that  states  contest.  Knight  and  SchifE 
(2010)  use  changes  in  prediction  markets  over  the  election  to  identify  influence. 

i^See  Morton  and  Williams  (2001),  Callander  (2007),  Serra  (2011),  and  Ah  and  Kartik  (2006). 


5 


nomination  contest. 

The  remainder  of  the  paper  is  organized  as  follows.  Section  2  describes  the  construction 
of  the  dataset.  Section  3  provides  descriptive  statistics  and  motivates  om^  identification 
strategy.  Section  4  explains  our  empirical  strategies  and  presents  our  findings.  Section  5 
discusses  the  source  of  campaign  funds,  and  Section  6  provides  concluding  remarks. 

2  Data 

We  combine  institutional  details  of  primary  races  dating  back  to  1976  with  state- 
level  personal  income  data  from  the  Bureau  of  Economic  Anals^sis  (BEA),  creating  a 
comprehensive  Presidential  primary  and  local  economic  database.  In  the  next  3  sub- 
sections, we  explain  how  we  collected  these  data.  For  more  information  on  the  specifics 
of  the  variables  created,  including  summary  statistics,  the  source  of  each  variable  and  the 
calculation  of  each  variable,  see  Tables  8-10  in  Appendix  A. 

2.1    Primary  Information 

We  hand-collect  a  thorough  database  of  the  dates  of  each  primary  or  caucus  in  each 
state  starting  from  1976,  which  is  the  first  year  the  Democratic  National  Committee 
(DNC)  and  Republic  National  Committee  (RNC)  held  conventions  in  their  current  forms, 
and  ending  in  2008.-'-^  We  obtain  this  information  from  the  Green  Papers  (for  primaries), 
as  well  as  Frontloading  HQ  (for  caucuses),  and  confirm  these  with  state  election  boards 
when  the  two  are  not  consistent.  When  a  state's  delegates  are  deterncdned  by  only  state 
party  officials  (and  not  in  caucuses  or  primaries  with  individual  voters),  we  count  this  as 

parallel  literature  looks  at  the  effects  of  the  primaiy  structure  on  general  election  outcomes.  The 
primary  process  may  constrain  candidates  from  converging  to  the  position  of  the  median  voter,  as  they 
will  take  on  more  extreme  positions  to  satisfy  primary  voters  who  are  less  moderate  than  the  general 

population  (Geer  1988;  Norrander  1989).  Malhotra  and  Snowberg  (2011)  stud}'  the  effects  of  earty  contests 
more  broadly,  including  candidates'  difficulties  of  returning  to  the  center  in  the  general  after  trying  to 
attract  primary  voters. 

^^This  means  that  individual  voters,  not  party  elites,  began  selecting  candidates  in  each  state.  The 
candidate  with  the  most  delegates  earned  the  nomination  at  a  national  convention. 
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a  case  where  the  state  did  not  have  a  "primary."  In  cases  where  states  hold  a  "beauty 
contest"  nomination,  where  individual  voters  choose  their  favorite  candidate  but  there 
are  no  delegates  at  stake,  we  count  this  as  having  a  "primary,"  as  some  candidates  find 
it  important  to  win  a  symbolic  victory  in  these  states  to  gain  momentum. 

Next,  we  collect  information  on  the  date  at  which  the  nomination  was  clinched  for  each 
party  in  each  year.  We  award  a  candidate  the  nomination  when  he  is  the  only  candidate 
left  in  the  contest,  meaning  that  the  primary  campaigning  has  ended.  This  sometimes 
occurs  months  before  the  convention  date.  Table  1  contains  the  dates  at  which  candidates 
clinched  the  nominations  over  time.  In  cases  where  the  incumbent  was  not  challenged  in 
the  primary,  such  as  1984  for  Ronald  Reagan,  we  code  the  primary  for  that  party  as  "no 
primary." 

Additionally,  in  certain  situations  there  could  be  spending  for  the  primary  and  the 
general  election  at  the  same  time.  For  example,  in  2004,  when  President  George  W.  Bush 
was  the  incumbent,  he  immediately  began  campaigning  for  the  general  election  because 
he  had  no  competition  in  the  primary.  During  this  same  time  period.  Democrats  were 
competing  for  their  partj'^'s  nomination.  Likewise,  in  2008  Senator  McCain  started  to 
campaign  for  the  general  election  once  lie  clinched  the  nomination  in  March,  whereas  the 
Democratic  primary  continued  for  three  additional  months.  We  want  to  be  sure  that  we 
are  measuring  the  effect  of  primary  election,  not  general  election,  spending.  Thus,  we 
collect  data  on  the  battleground  states  for  each  election  cycle,  asserting  the  conventional 
wisdom  that  candidates  only  campaign  in  battleground  states  in  Presidential  general 
elections  (Stromberg  2008;  Ashworth  and  Clinton  2007;  Huber  and  Arceneaux  2007). ■'■^ 

'^^States  holding  these  "beauty  contests"  usually  dioose  their  candidate  based  on  conventions  and  state 
party  ofBcials'  decisions.  After  2000,  there  are  some  instances  where  there  were  no  delegates  at  stake, 
after  a  state  had  moved  up  in  the  primarj'-  process  and  one  of  the  national  conunittees  considered  this 
unconstitutional  ,  i.e.  Michigan  and  Florida  in  2008.  These  two  states  still  had  campaigning  from  the 
Republicans,  so  we  include  them  in  this  context  alone. 

■'^''The  primary  dates  by  party  for  each  state  and  year  combination  from  1976  to  2008  are  available 
upon  request. 

■"^^All  incumbents  do  not  have  the  luxury  of  having  no  opposition  in  the  pruiiar}'  election.  For  exaraple, 
President  Carter's  low  approval  ratings  gave  the  DNC  justification  to  push  other  candidates,  including 
Edward  Kennedy,  to  challenge  him  in  the  primary  contest. 

^^See  Section  2.3  for  more  on  spending. 
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We  label  a  state  as  a  battleground  state  if  the  difference  in  the  likelihood  the  Democratic 
candidate  wins  and  the  Republican  candidate  wins  is  ever  within  10  percentage  points 
ill  Intrade  prediction  markets  or  poHing  data  (specifically,  poUster.com  and  David  Leip's 
polling  report).  In  earlier  elections  when  polls  are  more  sparse^  available  (i.e.,  1976- 
1992),  we  instead  look  at  the  races  where  the  candidates'  end  vote  shares  were  within  10 
percentage  points  of  one  another.^"  Finally,  a  state  can  only  be  labeled  as  a  battleground 
state  if  1)  the  election  cj^cle  has  started  and  2)  the  primary  contest  in  at  least  one  part}' 
has  been  completed  (i.e.,  only  one  candidate  is  remaining). 

2.2  Income 

The  BEA  reports  total  personal  income  in  eadi  quarter  and  state,  for  each  sector 
of  the  economy.  For  the  purpose  of  this  paper,  we  refer  to  total  earnings  (excluding 
government  transfers)  as  total  income.  We  transform  this  into  per-capita  values  using 
population  data  from  the  US  census.  In  addition  to  total  income  per  capita,  we  focus  on 
the  sectors  where  we  would  expect  large  effects  from  primary  spending,  which  are  mostly 
service  related  sectors.  Accommodations  and  retail  are  two  sectors  we  focus  on,  in  that 
the  visiting  campaign  staff  and  media  will  need  to  stay  in  hotels  and  make  purchases 
during  the  campaigns.  The  accommodations  and  retail  sector  accounted  for  about  5% 
and  9%  of  total  income  in  2008,  respectivelj^ 

The  BEA  data  is  divided  into  2  periods:  1974-2001,  and  1990-2009,  and  the  sector 
definitions  changed  across  the  two  periods.  We  focus  our  analysis  on  the  services  sector, 
particularly  food  and  accommodations,  because  that  is  where  we  expect  to  see  the  largest 
effect.  In  the  data  from  1974-2001,  the  BEA  only  reports  total  income  in  the  services  sec- 
tor. However,  in  the  1990-2009  data,  they  divide  services  into  different  groups,  including 
food  and  accommodations,  which  we  focus  on.  We  therefore  do  the  analysis  separately 

^'^A  list  of  each  state  and  the  years  in  which  the  state  was  a  battleground  in  competitive  in  the  general 
election  is  shown  in  Appendix  B. 

^■'Conditional  on  hosting  a  primary  in  a  given  quarter,  the  probability  that  a  given  state  is  labeled  a 
battlegromid  state  in  the  same  quarter  is  less  than  39  percent. 
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for  each  period  due  to  these  data  limitations. 


2.3    Campaign  Expenditures 

We  obtain  campaign  expenditures  data  for  the  2004  and  2008  primary  election  cycles 
from  the  Center  for  Responsive  Politics  (CRP),  which  collects  and  compiles  data  from 
the  Federal  Election  Commission.^^  These  data  contain  information  on  each  expenditure 

made  in  House  and  Presidential  races  b}^  campaigns,  Political  Action  Committees  (PACs), 
and  state  parties,  where  each  expense  contains  a  date,  location  (down  to  zip  code),  and 
information  on  what  the  expense  entailed  (i.e.  hotel).  We  narrow  this  dataset  to  include 
only  expenses  made  in  pursuit  of  the  primary  nomination  by  the  Presidential  candidate's 
official  campaign,  i.e.  "Barack  Obama  for  President,  2008."  We  do  not  include  PAC 
spending  as  it  is  difficult  to  understand  for  which  campaign  the  PAC  is  spending  its  funds 
(i.e.  Presidential  or  House)  in  the  data. 

These  data  also  include  information  on  the  division  of  the  campaign  in  which  the 
expense  was  made.  We  create  two  different  measures  of  expenditures.  Campaign  expen- 
ditures consist  of  all  money  spent  by  the  candidate  and  his  direct  staff  on  travel,  hotel 
rooms,  and  meals,  as  well  as  local  polling,  Get-out-the-Vote  campaigns  (GOTV),  and 
campaign  events.  In  addition,  campaign  expenditures  include  what  the  campaign  calls 
"administrative  expenditures,"  which  includes  all  money  spent  on  the  offices  within  a  state 
and  its  staffers.  This  mostly  consists  of  spending  on  catering  for  meetings,  rent,  utilities, 
cable,  and  internet  in  campaign  offices,  administrative  supplies  (associated  largely  with  IT 
costs),  and  staffer  travels  (rental  cars,  housing,  flights,  etc.).  Total  expenditures  include 
all  expenses  listed  under  our  campaign  expenditures  measure,  as  well  as  money  spent  on 
broadcast,  radio,  and  print  advertising,  along  with  other  media-related  costs  (i.e.,  media 
consultants,  production  costs  of  advertisements,  and  miscellaneous  costs  related  to  getting 

^^We  attempted  to  aggregate  the  1990-2009  data  to  get  a  total  measure  of  income  in  the  services 
sector.  Since  the  years  1990-2001  are  included  in  both  datasets,  we  can  compare  to  see  how  similar  the 
two  measures  are.  They  are  very  different,  which  is  why  we  could  not  use  this  aggregated  services  income 
in  the  same  analysis  as  the  1974-2001  services  data. 

^^See  CRP  (2011)  for  more  information  on  the  dataset. 
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out  the  message). 

Tlie  total  expenditures  are  likely  to  include  some  expenses  that  do  not  directly  affect 
a  state's  local  economy  at  the  time  of  a  primary,  though  they  are  expenses  made  for  the 
primary  campaign.  For  example,  the  production  of  an  advertisement  ran  in  Iowa  could 
be  done  in  California,  and  thus  included  in  this  measure.  The  production  could  also  be 
done  in  Iowa,  however,  and  it  is  not  feasible,  given  the  data,  to  distinguish  the  two.  Thus, 
for  the  remainder  of  the  paper,  we  choose  to  focus  on  the  campaign  spending  measure  in 
favor  of  the  total  expenditures  measure. 

We  expect  that  campaign  expenditures  are  a  good  proxy  for  the  candidate's  travel 
and  the  campaign's  direct  expenses.  However,  the  administrative  portion  of  the  campaign 
expenditures  are  likely  a  lower  bound  for  the  amount  of  money  staffers  spend  in  each  state 
during  the  campaign.  For  example,  if  campaign  staff  goes  to  a  restaurant  in  the  evening, 
this  will  not  be  covered  as  a  campaign  expense,  especially  if  the  meal  includes  alcohol. 
This  spending  amount  is  a  lower  bound  for  total  exogenous  spending  in  the  area,  since 
national  news  and  media  crews  also  tend  to  follow  and  cover  the  primary  schedule  state 
by  state.  Even  with  this  lower  bound,  states  with  primaries  tend  to  see  between  one  half 
a  million  and  19  million  dollars  in  spending  over  an  election  cycle.  Comparing  this  to 
the  median  total  income  in  the  retail  and  accommodations  sectors,  7.14  and  3.3  billion 
respectively,  this  is  still  enough  money  to  modestly  boost  local  income  growth.^* 


3    Descriptive  Statistics 

In  this  section,  we  first  argue  that  the  timing  and  existence  of  a  primary  campaign  is 
exogenous  to  local  economic  growth.  We  next  look  at  the  campaign  expenditures  data 
from  2004  and  2008  to  establish  that  there  is  more  spending  during  primary  campaigns. 

^''if  we  instead  use  total  expenditures  instead  of  campaign  and  administration,  expenditures  in  the 
analysis  that  follows,  our  results  are  slightly  smaller  in  magnitude,  though  they  remain  substantively 
similar  to  the  estimates  provided.  These  results  are  available  upon  request. 
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3.1    Exogeneity  of  Primary  Campaigns 

The  identification  strategy  in  this,  paper  comes  from  the  orthogonality  of  primary 
campaign  spending  in  a  given  state  and  the  state's  local  economy,  where  the  nature  of 
primary  contests  gives  candidates  an  incentive  to  campaign  sequentially.  Since  this  money 
is  not  targeted  to  states  with  the  most  need,  the  shock  to  consumption  expenditures 
generated  from  primary  campaign  spending  is  exogenous  to  income  levels.  Iowa's  primary 
is  always  first  in  the  election  cycle,  so  the  state  should  expect  the  millions  of  dollars  spent 
in  local  businesses  by  the  Presidential  campaigns,  media  crews,  and  the  ceremony  of  the 
primary  election.  Since  the  natural  experiment  fails  in  this  case,  we  drop  all  states  that 
have  a  primary  in  every  j'^ear  in  our  analysis.  Other  states,  however,  experience  more 
variation  in  regards  to  (1)  whether  or  not  any  money  will  be  spent  in  primary  campaigns 
and  (2)  how  much  money  will  be  spent.  This  variation  comes  from  two  main  channels. 

First,  the  duration  of  any  primary  campaign  is  unknown  ex  ante.  While  some  primary 
campaigns  leave  only  one  candidate  in  each  party  after  onty  a  few  months  (i.e.  in  2004 
■when  Senatorj'  Kerry  clinched  in  March),  other  election  cycles  (i.e.  2008)  carry  on  until 
June,  reaching  every  state.  Figure  1  shows  the  variation,  by  party,  of  the  number  of 
states  reached  by  campaigns  in  each  election  cycle.  This  shows  significant  fluctuations  in 
the  number  of  states  that  have  primary  elections  each  year,  particular^  in  Republican 
primaries.  Alternativeljr,  Figure  2  plots  the  duration  of  primary  campaigns  over  time, 
where  the  duration  is  defined  as  the  number  of  days  from  the  first  primary  untU  only  one 
candidate  remained  in  the  contest.^^  In  general,  the  early  contests  from  1976-1992  took 
longer  to  determine  each  party's  candidate. 

Figure  2  additionalty  plots  the  average  real  GDP  per  capita  in  the  US  over  time,  reas- 
suring us  that  the  duration  of  primaries  is  uncorrelated  with  the  state  of  the  economy. 
To  provide  a  specific  example  of  the  changes  in  primary  campaigning  between  years,  we 

Since  there  are  potential^  2  primaries  in  each  state  and  year,  there  is  a  duration  for  each  contest. 
We  plot  the  length  of  the  longer  primary  in  each  year. 

^^When  regressing  real  GDP  per  capita  on  the  duration  of  primaries,  we  find  no  statistically  significant 
relationship  between  the  two  variables. 
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show  the  changes  in  primaay  status  by  states  between  the  2004  and  2008  elections.  Figure 
4  shows  which  states  switched  primary  status  between  2004  and  2008.  Comparing  just 
these  2  election  C3'"cles,  we  see  that  there  are  many  states  that  had  primaries  in  2008  but 
not  2004,  due  to  both  the  fact  that  there  was  no  Republican  primarj'  in  2004  and  the 
length  and  competitiveness  of  the  2008  Democratic  primary. 

Second,  the  ordering  of  primaries  across  states  has  changed  drastically  from  1976 
through  the  present  day.  Although  national  parties  have  some  influence  on  the  timing 
of  primaries,  the  decisions  are  ultimately  made  by  each  state.  There  has  been  significant 
movement  in  the  primary  calendar  over  time.  The  change  in  ordering  also  allows  for 
some  states  to  experience  campaign  spending  in  some  election  cycles  and  not  others. 
In  addition,  if  a  state's  primary  moves  to  a  day  in  which  many  other  states  hold  their 
contests,  this  may  lead  to  a  reduction  in  campaign  spending  in  that  state.  This  gives  us 
variation  in  both  the  existence  of  and  amount  of  spending  by  primary  campaigns. 

The  argument  in  our  paper  implies  that  states  should  have  an  incentive  to  move  their 
primaries  earlier  in  the  calendar  in  order  to  gain  economic  benefits.  If  this  were  true, 
then  we  could  no  longer  argue  that  primaries  are  exogenous.  However,  we  do  not  believe 
that  this  is  the  case,  due  to  the  lengthy  process  involved  in  changing  primary  dates.  In 
order  for  a  state  to  be  able  to  change  its  Presidential  primary  date,  the  state  legislature 
must  propose  a  bill,  which  in  most  states  is  an  extremely  lengthy  process,  where  less  than 
5-10%  of  bills  are  passed.^'^  The  lengthy  process  creates  diflficulty  for  states  to  change 
their  date  in  a  timely  fashion,  maldng  it  unlikely  that  the  primary  date  will  be  switched 
(and  reached)  when  the  state's  economy  is  at  its  worst.  In  addition,  the  state  and  national 
party  officials  must  approve  the  change  in  date  for  the  state's  delegates  to  count  in  the 
nomination  process. 

Furthermore,  even  though  this  change  of  date  is  under  the  authorization  of  state 

^■^Most  states  have  dates  like  the  following  from  Montana's  Constitution:  13-1-107.  Times  for  holding 
primary  elections.  (1)  On  the  first  Tuesdaj'  after  the  first  Monday  in  June  preceding  the  general  election 
provided  for  in  13-1-104(1),  a  prhnary  election  shall  be  held  throughout  the  state  (The  Constitution  of 
the  State  of  Montana,  2011). 
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elected  officials  who  have  an  interest  in  state  policy,  a  state's  change  in  ordering  is  seem- 
ingly uncorrelated  with  a  change  in  economic  indicators.  To  demonstrate  this,  in  each 
year  we  split  the  states  into  two  groups:  those  who  dianged  their  primary  date  from  the 
previous  election,  and  those  that  did  not.^^  Figure  3  plots  the  average  GDP  growth  in 
both  groups  over  time.^^  The  graph  also  shows  the  number  of  states  that  changed  their 
primary  date  in  each  year.  This  figure  shows  no  systematic  difference  between  the  GDP 
growth  in  both  groups  over  time.^'^  We  also  see  that  there  are  a  large  number  of  states 
that  change  their  primaay  dates  each  year,  showing  that  this  provides  an  important  source 
of  variation. 

An  additional  literature  on  vote-buying  suggests  that  politicians  can  adjust  funds  on 
a  state-by-state  basis  (See  e.g.,  Levitt  and  Snyder  (1995);  Fleck  (2008)).  If  government 
funds  are  correlated  with  campaign  spending,  this  could  additionally  confound  our  effect. 
However,  the  ability  of  politicians  to  adjust  the  allocation  of  government  funds  quicldy  on 
a  state-by-state  basis  is  limited.  For  example,  Senator  Kerry  would  have  trouble  providing 
a  voting  record  that  appeased  each  state  he  visited  in  his  Presidential  primary  campaign 
surrounding  the  time  of  that  state's  election.  This  makes  the  approach  taken  in  this  paper 
more  compelling  than  studies  that  focus  on  differences  in  policy  spending  over  time  as 
exogenous  variation. 

3.2    Primary  Spending 

In  this  paper,  we  study  whether  the  existence  of  a  primary  increases  local  income.  For 
there  to  be  an  effect,  there  has  to  be  more  campaign  spending  in  states  with  piimaiies. 
To  verify  that  this  is  true,  we  use  data  on  campaign  expenditures  from  the  2004  and  2008 

primary  elections.  Table  2  shows  the  distribution  of  spending  for  primaries  by  quarter, 

^^We  label  a  state  as  having  changed  their  primary  date  if  the  date  of  the  primary  made  a  substantial 
change  (i.e.  more  than  2  weelcs)  such  that  it  took  an  initiative  within  the  state's  Board  of  Elections  and 

changed  the  ordering  of  the  primary  schedule. 

^^The  average  GDP  growth  takes  percentage  growth  of  GDP  between  two  5fears  of  each  state  (in  each 
group)  and  takes  the  average  of  those  observations  by  yeax. 

t-test  shows  that  the  difference  in  the  means  is  not  statistically  different  than  0. 
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■where  states  with  primaries  in  the  cmxent  or  next  period  have  higher  spending  than  areas 
■without  primaries.  We  see  that  spending  increases  not  only  increased  during  the  quarter 
of  the  primary,  but  also  in  the  quarter  before  the  primary.  Early  spending  could  occur 
because  candidates  campaign  in  some  states  for  an  extended  period  of  time,  especially 
when  the  race  is  on  the  cusp  of  two  quarters. 

Next,  we  look  at  the  changes  in  spending  in  states  as  they  change  primary  status  over 
the  yeai-s,  to  ensure  that  having  a  primary  leads  to  increased  spending.  In  general,  we 
see  that  states  that  did  not  have  a  primary  in  2004  and  did  have  one  in  2008  tended  to 
have  more  spending  in  2008.  Figure  4  shows  the  states  that  held  a  primary  in  2008  and 
not  in  2004,  and  Figure  5  shows  the  percentage  change  in  expenditures  between  the  two 
election  cycles.  States  such  as  Pennsylvania  and  Utah,  which  were  reached  in  the  lengthy 
Democratic  campaign  in  2008,  had  over  20  percent  more  primary  spending  in  this  election 
cycle  than  they  did  in  2004,  when  the  process  culminated  before  the  state  was  reached. 
There  is  also  an  increase  in  spending  from  2004  to  2008  in  early  states  like  Iowa,  South 
Carolina,  and  New  Hampshire,  where  the  increased  number  of  candidates  and  the  fact 
that  both  parties  held  primaries  increased  the  spending  in  those  states.  Conversely,  the 
state  election  boards  in  Michigan  and  Florida  moved  their  Presidential  primarj'  contests 
up,  and  set  the  elections  in  January  2008.  The  DNC  challenged  these  moves,  and  in  turn, 
Democratic  candidates  opted  to  not  campaign  in  these  states.  Thus,  spending  in  these 
states  actually  decreased  from  their  later  primary  day  in  2004.^-'-  Overall,  these  figures 
show  ■variation  in  spending  in  states,  depending  on  whether  or  not  there  is  a  primary  in 
that  year.  This  supports  our  argument  that  there  will  be  more  spending  in  states  with 
primaries. 

Using  the  spending  data  and  the  primary  dummies  in  2004  and  2008,  we  estimate  the 

^""^There  are  cases  where  state  boundaries  provide  a  neighboring  state  with  additional  spending  when 
there  is  not  a  primary  in  that  state.  For  example,  New  Jersey  benefited  from  New  York's  early  primary 
on  a  day  hadependent  of  all  other  primary  contests  in  2004.  This  is  because  candidates  spent  money 
renting  cars,  purchasing  hotel  rooms,  and  eating  some  meals  in  New  Jersey,  though  they  were  officially 
campaigning  in  NY.  When  compared  to  2008,  even  though  NJ  held  its  own  primar^r,  it  did  this  on  a 
da}^  when  many  other  states  also  held  primaries,  as  did  NY.  This  made  spending  higher  in  the  previous 
election  cycle. 
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relationship  between  the  existence  of  a  primary  and  spending  growth,  while  controlling 
for  the  same  factors  we  take  into  accomit  in  our  later  analysis.  We  first  construct  a 
set  of  control  variables  we  expect  to  be  correlated  with  the  intensity  of  spending.  The 
structure  of  the  primary  calendar  is  such  that  there  is  often  one  day  with  many  of  the 
elections,  ts'pically  called  "Super  Tuesday."  We  control  for  whether  or  not  an  election  in 
a  state  is  on  this  day  each  year.^^  Another  possibility  is  that  in  states  with  late  primaries, 
early  spending  for  the  general  election  when  one  party's  nominee  has  been  determined 
and  the  other  has  not  could  falselj'^  lead  to  higher  levels  of  income  growth,  especially 
in  battleground  states.  To  account  for  this,  we  control  for  whether  or  not  a  state  is  a 
battleground  state  in  periods  after  one  party's  candidate  has  been  chosen. 

The  first  colunrm  in  Table  3  shows  that  the  existence  of  a  primary  more  than  doubles 
spending  growth  in  that  quarter,  when  compared  to  states  without  primaries.  Primary 
spending  growth  is  lower  in  "Super  Tuesday"  states  when  compared  to  states  with  pri- 
maries on  other  days,  as  "Super  Tuesday"  elections  make  it  hard  for  time-constrained 
politicians  to  campaign  everywhere.  In  addition,  battleground  states  tend  to  have  signif- 
icantly lower  spending  growth  than  non-battleground  states.  This  result  is  not  surprising 
since  our  dependent  variable  is  only  primary  spending  growth,  and  does  not  include  money 
earmaa^ked  for  the  general  election.^*  In  addition,  competitive  states  are  always  labeled 
as  "battleground"  in  the  third  quarter  of  the  election  year,  or  the  height  of  the  general 
election.  This  is  the  time  in  which  primary  growth  is  most  likety  to  be  negative,  or  lower 
than  the  previous  period.  If  we  add  state  level  fixed  effects  to  this  model,  as  in  Column 
(2),  we  see  that  primary  campaigning  still  more  than  doubles  spending  growth  when  com- 

^^Our  "Super  Tuesday"  control  is  defined  as  the  da}^  each  year  that  has  the  most  primary  elections  in 
a  given  state.  The  list  of  states  with  primaries  on  "Super  Tuesday"  in  each  year  is  shown  in  Appendix  B. 
"Super  Tuesday"  is  always  reached,  so  it  is  an  interaction  term  between  the  primary  dummy  and  having 
an  election  on  the  given  date. 

^^We  could  include  a  control  for  whether  or  not  a  state  held  a  competitive  primary.  For  example,  in 
President  Bush's  home  state  of  Texas,  he  may  have  already  been  a  favorite  and  not  needed  to  campaign. 
However,  enough  states  have  a  proportional  share  of  electoral  votes,  so  candidates  still  receive  votes 
towards  the  final  count  if  they  do  not  win  a  majority  in  a  given  state. 

^''The  probability  of  being  in  a  battleground  state  in  a  given  quarter  conditional  on  having  a  primary 
in  the  same  state,  quarter  is  less  than  36%  in  this  sample. 
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pared  to  a  period  when  the  state  did  not  have  a  primary.  Hosting  a  primary  on  "Super 
Tuesday"  lowers  this  substantially,  as  does  being  in  a  battleground  state. 


4    Empirical  Analysis 

In  this  section,  we  estimate  the  effect  of  primary  spending  on  local  economic  devel- 
opment. We  first  test  how  the  existence  of  a  primary  before  the  nomination  has  been 
determined  affects  changes  in  income  growth  from  1976-2008.  We  then  verify  these  re- 
sults using  data  on  campaign  expenditures  across  states  in  the  2004  and  2008  elections. 

4.1    Existence  of  a  Primary 

We  assume  that  a  state's  income  in  a  given  quarter  depends  on  whether  or  not  there 
is  a  primary  in  a  given  time  period,  a  set  of  control  variables,  and  state  and  year  fixed 
effects.  Let  Pu  be  a  dummy  variable  indicating  whether  or  not  there  is  a  primary  in  state 
i  at  time  t.  Denote  the  log  average  per  capita  income  in  sector  s  in  state  i  at  time  (year) 
i  as  yist,  state  fixed  effects  as  /lis,  time  fixed  effects  as  7^4,  control  variables  as  Xu,  and 
the  error  term  as  Cist-  Then  we  can  write 


Taldng  first  differences  of  Equation  (1),  the  state  and  year  fixed  effects  drop  out:' 


where  iist  =  Aeist- 

We  estimate  equation  (2)  and  look  at  how  changes  in  the  primary  dummy  variable 

^^The  j'ear  fixed  effects  do  not  drop  out  in  every  period.  Since  we  are  using  quarterl}'  data,  as  we  go 
from  the  4th.  quarter  of  one  3^681  to  the  first  quarter  of  the  next,  the  year  fixed  effects  technically  will  not 
difference  out.  However,  since  they  would  only  be  identified  ofif  of  one  quarter  per  year,  we  chose  to  drop 
these  year  fixed  effects. 


(1) 


(2) 
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affect  income  growth  in  different  sectors.  Identification  in  this  specification  comes  from 
comparing  states  with  primaries  to  those  that  do  not  have  primaries.  We  define  a  state 
as  having  primary  spending  if  there  is  a  primary  in  the  current  quarter  or  in  the  next 
quarter,  acknowledging  that  candidates  sometimes  spend  an  extended  amount  of  time 
campaigning  in  a  state. 

We  drop  states  that  have  primaries  in  every  election  year,  as  it  is  hard  to  argue  that 
the  existence  of  a  primary  is  exogenous  in  states  that  anticipate  primary  spending  each 
cycle.  Perfect  foresight  of  primary  spending  may  allow  individuals  to  internahze  more 
upffont  costs,  where  business  that  normally  would  not  be  open  in  a  given  season  may 
change  their  behavior  since  they  know  primary  campaigns  will  spend  there  with  certainty 
each  cycle.  These  states  invaUdate  the  natural  experiment  present,  where  it  is  necessary 
to  maintain  uncertainty  in  the  timing  and  duration  of  primary  elections.  Dropping  these 
traditionally  early  states  leaves  us  with  a  sample  of  states  for  which  there  is  variation 
in  whether  or  not  there  is  a  primary,  so  each  election  cycle  contains  uncertainty  as  to 
whether  or  not  they  will  receive  primary  spending. 

We  present  the  unconditional  effects  of  hosting  a  primar}^'.  Since  the  existence  of 
primary  campaigns  are  exogenous  to  the  state  of  the  economy,  the  unconditional  effects 
of  campaign  spending  will  be  unbiased.  In  this  specification,  we  still  include  quarter  fixed 
effects  to  control  for  seasonal  fluctuations  in  income.  We  control  for  variables  that  may 
affect  the  volume  of  spending,  such  as  having  a  primary  on  "Super  Tuesday"  and  whether 
or  not  the  state  was  a  battleground  in  the  given  period. 

In  Table  4,  we  show  results  for  total  earned  income,  as  well  as  in  sectors  where  we  would 
expect  the  largest  effect  from  primaries:  accommodations,  services,  and  retail  trade.  We 
expect  accommodations  to  be  particularly  affected;  however,  this  measure  is  not  available 
for  the  early  data,  so  we  instead  use  the  services  sector  for  the  first  time  period.  The  data 
from  the  later  time  period  shows  that  accommodations  is  the  service  sector  most  affected 
by  primary  spending.  We  expect  that  primaiy  campaign  spending  will  directty  affect  the 
accommodations  sector,  as  increased  revenues  from  hotel  room,  catering,  food  services, 
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and  additional  expenses  the  campaigns  incur  flow  straight  into  this  sector.  The  definition 
of  retail  trade  changed  slightly  between  the  two  periods  provided.  However,  since  we  are 
looking  at  growth,  we  pool  the  observations  from  the  two  time  periods.  To  account  for 
this  difference,  we  include  a  dummy  variable  in  the  estimation  to  account  for  which  time 
period  the  data  is  from. 

The  first  three  columns  of  Table  4  show  that  primary  spending  increases  total  income 
gxowth  by  approximately  0.53  percentage  points,  where  the  average  state  income  growth 
reported  in  Table  8  in  Appendix  A  is  1.3%.  Primary  spending  increases  income  in  the 
services  and  accommodations  sectors  by  0.76  and  0.47  percentage  points,  respectively 
(where  the  mean  growth  rates  are  2.1%  and  1.1%,  respectively).  For  retail  trade,  we  see 
a  positive  eflfect  of  primary  spending  on  income  levels,  though  this  is  not  statistically 
different  from  zero. 

Table  4  also  shows  that  having  a  primary  on  Super  Tuesday  decreases  the  overall 
effect  in  Columns  (l)-(5),  so  much  so  that  they  negate  any  positive  effect  of  hosting  a 
primary.  This  is  expected  because  candidates  devote  less  resources  to  each  state  if  there 
are  multiple  primaries  on  the  same  day,  as  shown  in  Table  3.  We  do  not  find  a  statistically 
significant  effect  of  being  a  battleground  state.  The  timing  is  set  such  that  states  count  as 
a  battleground  starting,  in  the  calendar  year  of  the  election,  when  one  candidate  in  either 
party  has  clinched  the  nomination.  When  an  incumbent  is  not  challenged  in  a  primary,  a 
state  that  is  competitive  in  the  general  election  is  classified  as  a  battleground  state  starting 
in  the  firet  quarter  of  the  election  year.  However,  the  most  intense  campaigning  occurs 
during  the  3rd  quarter  of  each  election  year.  When  we  only  allow  states  to  be  classified 
as  battleground  states  in  the  third  quarter,  the  battleground  dummy  vaiiable  is  positive 
and  statistically  significant.  This  implies  that  income  growth  increases  in  battleground 
states  later  in  the  election  cycle,  possibly  due  to  spending  for  the  general  election. 

In  an  alternate  specification,  we  also  include  state  fixed  effects  when  estimating  Equa- 
tion (2).  In  the  initial  setting,  the  state  fixed  effects  dropped  out  of  the  regressions 
because  we  studj^  income  growth.  In  this  next  specification,  we  allow  for  state  fixed  ef- 
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fects  in  growth  rates.  This  changes  the  identification  of  the  dummy  variable  for  primary 
elections.  Without  state  fixed  effects,  the  coefficient  on  the  primary  election  variable  was 
identified  hj  comparing  the  income  growth  in  states  with  and  without  primaries.  By 
including  state  fixed  effects,  the  coefficient  is  identified  by  comparing  income  growth  in  a 
given  state  when  the  primary  variable  changes  values.  The  results  with  state  fixed  effects 
are  in  Table  5.  This  does  not  substantively  change  the  results. 

This  increased  income  could  come  through  increased  labor  force  participation,  or  an 
increase  in  hours  worked  (as  well  as  overtime  pay)  for  current  workers.  Using  data  from 
the  Bureau  of  Labor  Statistics  on  the  number  of  workers  in  each  sector  on  a  monthly 
basis,  we  find  no  effect  of  primary  elections  statistically  different  from  zero.  This  impHes 
that  our  results  are  due  to  increased  hours  worked  for  current  workers  in  the  sector.^® 

4 . 2    Exp  endit  ur  es 

Next,  we  verify  the  results  in  the  previous  section  with  data  on  the  amount  spent  by 
campaigns  in  each  state  during  the  2004  and  2008  primary  elections.  This  setup  allows 
for  an  extra  source  of  variation  resulting  from  differences  in  expenditures  across  states 
and  time. 

Denote  logged  spending  in  a  state  as  en,  and  yist  is  defined  identical  to  Equation  (1).^'^ 
Then 


Vist  =  Pos  +  PlsSit  +  fiisXit  +  lMs  +  Ifst  +  Cist 

Taking  differences,^^ 


^Vist  =  PuAcit  +  Pis^Xit  +  iist  (3) 

^®In  these  results,  we  use  the  same  specification  as  above.  These  results  are  available  upon  request. 
^^If  we  instead  use  per  capita  spending,  our  results  are  almost  synonymous.  This  is  because  there  is 
little  change  in  state  population  between  quarters.  These  results  are  in  Table  13  in  Appendix  C. 

^^The  year  fixed  effects  will  not  difference  out  as  we  go  from  the  last  quarter  of  each  year  to  the  first 
quarter  of  the  following  year.  However,  since  they  would  only  be  identified  off  of  one  quarter  per  year, 
we  choose  to  drop  the  year  fixed  effects. 
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The  parameter  tells  us  how  changes  in  spending  growth  aflFect  income  growth  in 
each  sector.  This  provides  a  more  precise  estimate  of  the  effect  of  spending  growth  on 
income  growth  since  we  also  have  variation  in  spending  in  each  state  and  quarter.  Our 
identification  largely  comes  from  states  that  were  reached  in  the  2008  election  but  not 
in  2004.  However,  we  argue  that  the  amount  spent  is  orthogonal  to  a  state's  economic 
growth,  as  even  if  a  state  is  consistently  reached  (and  is  reached  in  both  2004  and  2008), 
there  is  still  uncertainty  about  the  degree  of  spending  in  each  year.  For  example,  some 
years  provide  competition  between  candidates  in  both  parties,  while  others  have  competi- 
tion from  only  one.  In  addition,  there  is  large  variation  in  the  number  of  entrants  within 
each  party  between  years.  At  times,  favored  candidates  do  not  win  the  early  states,  turn- 
ing the  tide  of  the  election,  thereby  increasing  the  competitiveness.  Changes  in  primary 
dates  affected  the  spending  in  some  states  as  well.  For  example.  New  York  moved  its  pri- 
maay  in  2008  to  aa  election  day  with  other  states,  causing  a  decrease  in  its  expenditures 
between  the  two  cycles.  Thus,  our  variation  comes  from  states  that  had  both  increased 
and  decreased  expenditures  over  the  two  election  years.  Finally,  we  exploit  variation  in 
spending  over  the  course  of  the  primary  election  cycle,  where  earlier  contests  with  more 
competitors  tend  to  exhibit  more  spending.  As  in  the  previous  section,  we  drop  the  states 
with  early  primaries  (Iowa,  New  Hampshire,  and  South  Carolina),  which  have  primary 
elections  in  every  year.^^ 

We  use  quarterly  data  on  campaign  expenditures  in  a  given  state  to  estimate  Equation 
(3),  and  are  interested  in  the  coefficient  on  the  growth  rate  in  expenditures,  ^u-  In 
this  analysis,  we  use  data  from  2003-2004  and  2007-2008.  We  continue  to  control  for 
battleground  status  of  the  state,  though  we  no  longer  control  for  different  attributes  of 
the  primary,  as  the  spending  amounts  will  capture  the  existence  of  a  "Super  Tuesday."^" 

Table  6  reports  the  coefficient  and  standard  errors  for       in  Equation  (3),  which  is 

^^If  we  restrict  the  sample  further  to  include  only  the  states  that  change  primari''  status  between  the 
two  election  cycles  (or  only  estimating  the  extensive  margin),  our  results  remain  substantively  similar, 
though  our  standard  errors  become  slightly  larger. 

we  additionally  control  for  lagged  spending  growth  or  the  "Super  Tuesday"  dummy  variable,  ^is 
is  not  statistically  different  from  the  specification  shown  in  Table  6. 
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the  coefficient  on  the  growth  rate  in  expenditures.  In  order  to  generate  results  that  are 
comparable  to  those  found  in  Tables  4-5,  we  estimate  what  the  increased  economic  growth 
from  having  a  primary.  To  do  this,  we  use  the  results  from  Table  3,  which  show  that  hav- 
ing a  primary  more  than  doubles  campaign  spending  in  a  state  (or  over  100%).  We  find 
that  campaign  spending  modestly  increases  quarterly  growth,  where  doubling  campaign 
expenditures  between  quarters  results  in  a  0.054  percentage  point  increase  in  a  state's  to- 
tal income  from  the  previous  quarter,  adjusting  for  seasonal  increases  in  income.  We  see 
the  largest  effects  in  the  accommodations  and  retail  trade  sectors,  where  doubling  expen- 
ditures results  in  a  0.13  and  0.061  percentage  point  increase  in  income,  respectively.  We 
find  larger  effects  in  the  accommodations  sector  than  we  do  for  total  income.  Comparing 
these  to  the  mean  income  gro^vth  rates  for  the  time  period  in  Table  8  in  Appendix  A, 
we  find  that  these  results  are  about  a  35%  increase  in  total  income,  making  these  results 
consistent  with  the  previous  analysis. 

The  results  for  the  retail  trade  sector  are  slightly  different  from  the  previous  results 
using  a  primary  dummy  variable,  as  thej'-  are  now  statistically  different  from  zero.  While 
this  sector  has  smaller  growth  rates  on  average  when  compared  to  the  other  two  sectors, 
the  increased  growth  m  the  later  period  may  in  part  be  influenced  by  the  many  techno- 
logical and  startup  needs  of  the  campaign  offices'  expenses  that  happened  from  2004-2008 
moreso  than  in  previous  periods.  In  addition,  given  a  larger  effort  of  grass  roots  cam- 
paigning from  2004-2008,  staffers  likety  spent  more  time  in  less  populated  areas,  allowing 
them  to  promote  local  economies  more  than  in  the  longer  time  period.  The  battleground 
dummies  again  appear  to  slightly  decrease  income  growth. 

Similar  to  the  previous  section,  we  also  include  state  fixed  effects,  where  the  comparison 
now  comes  from  changes  in  spending  growth  within  the  same  state.  This  is  shown  in  Table 
14,  and  does  not  substantially  change  the  results.  In  addition,  we  replicate  the  results 
using  the  primary  dummy  variables  from  the  previous  subsection  on  this  subsample.  These 
results,  in  Table  15  in  Appendix  C,  are  consistent  with  the  results  in  Tables  4-5. 

Theoretically,  these  expenditure  results  can  be  used  to  calculate  a  multiplier,  which 
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■would  give  the  effect  of  additional  spending  on  income  levels.  We  expect  that  a  multiplier 
effect  will  exist  if  service  sector  employees  are  receiving  higher  wages  and  exuding  higher 
levels  of  spending.  For  example,  if  a  waitress  receives  a  greater  amount  of  tips  than  usual, 
she  maj''  be  more  inclined  to  make  additional  purchases,  or  even  tip  her  hairdresser  more. 
This  money  will  continue  to  circulate  in  the  state's  economy.  Calculating  this  multiplier 
would  provide  a  comparison  to  the  traditional  literature  on  fiscal  stimulus  multipliers, 
given  that  this  multiplier  would  reflect  previously  unstudied  sectors.  However,  we  do  not 
have  a  complete  measure  of  the  amount  spent  during  primary  campaigns.  Our  measure  of 
spending  is  a  lower  bound  on  the  actual  amount  of  additional  spending  brought  forth  by 
a  Presidential  primary  campaign,  and  does  not  include  spending  by  the  media,  individual 
spending  by  staffers,  or  the  additional  expenditures  put  forth  by  a  state's  residents  in 
order  to  engage  in  campaign  events.  For  simplicit}'^,  we  will  refer  to  these  additional 
expenses  as  "media  spending"  for  the  remainder  of  the  discussion.  This  mis-measurement 
of  total  spending  makes  it  hard  to  calculate  accurate  multipliers. 

We  assume  that  media  spending  and  our  expenditure  values  are  highly  correlated,^-"^ 
which  implies  that  our  estimate  of  Pis  will  not  be  biased.  However,  this  makes  it  dijEcult 
to  estimate  the  multiplier.  The  multiplier  tells  us  how  much  total  income  would  grow  with 
an  additional  $1  of  spending.  In  our  setup,  an  additional  $1  of  primary  spending  does  not 
just  account  for  a  $1  increase  in  spending,  as  it  would  also  be  associated  with  an  increase 
in  media  spending.  Because  we  do  not  have  an  accurate  measure  of  media  spending, 
we  are  uncertain  of  the  degree  to  which  media  spending  would  increase,  and  therefore 
cannot  calculate  an  accurate  multiplier.  This  argument  implies  that  multipliers  would  be 
(and  are)  unreasonably  large  (just  over  10).  When  we  instead  run  simulations  varying 
the  amount  of  media  spending,  between  50%  and  100%  of  our  expenditure  values,  our 
estimates  of  remain  statistically  equivalent  to  the  previous  estimates.  This  simulation 
also  produces  lower  and  reasonable  multiplier  estimates  within  ranges  of  media  spending 

'^■'We  think  this  is  a  valid  assumption  since  a  race  with  greater  primary  spending  may  have  more 
electoral  votes  and  garner  more  media  attention.  Also,  Hke  candidates,  networks  are  constrained  if  many 
contests  occur  on  the  same  day  and  have  to  spend  less  covering  each  given  state. 
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between  50%  and  100%  of  total  campaign  spending  (between  2  and  3.5).  The  biggest 

difference  between  our  work  and  the  traditional  public  finance  literature  looking  at  local 
multipliers  is  the  lack  of  public  investment  spending  in  this  paper. 

5    Where  is  the  Money  Coming  from? 

A  discussion  of  the  economic  benefit  of  primaries  would  be  incomplete  without  consid- 
ering the  sources  of  these  funds.  In  particular,  concern  may  arise  that  campaign  contri- 
butions from  individuals  within  a  state  are  approximately  equal  to  campaign  spending  in 
that  same  state.  If,  for  example,  Iowa  residents  are  contributing  at  a  higher  rate  than  the 
rest  of  the  country  (especially  at  the  time  of  the  primary),  funds  may  simply  be  moving 
amongst  Iowa  citizens. 

Campaigzi  spending  differs  from  traditional  government  spending  because  campaigns 
are  floaaiiced  through  three  sources:  individual  level  contributions,  federal  matching  funds, 
and  Political  Action  Committee  (PAC)  contributions.  Individual  level  contributions  in 
presidential  races  are  generally  considered  consumption  goods,  where  an  individual  do- 
nates to  a  campaign  if  it  increases  his/her  utility  (Ansolabehere  et  al.  2003).  Thus, 
individuals  who  enjoy  following  politics,  as  well  as  those  with  more  resources,  tend  to 
contribute  more  money  to  cajididates  and  do  this  more  frequently  (Brady  et  al.  1995). 
While  we  do  not  precisely  Icnow  the  counterfactual,  we  postulate  that  this  money  would 
not  be  spent  in  the  absence  of  primaries,  as  those  who  contribute  in  primaries  tend  to 
be  more  high-income  individuals  whose  budgets  allow  for  some  fiexibilit)''  in  spending. 
However,  we  cannot  fully  assess  the  value  of  individuals'  participation  in  the  process, 
where  they  give  their  time,  or  small  dollar  donations  to  the  campaign.  These  resources 
would  lilcely  be  reallocated  in  the  absence  of  the  race.  An  additional  source  of  "individ- 
ual" funds,  which  are  less  frequently  utihzed  in  primary  races,  is  a  candidate's  personal 
expenditures,  which  likely  would  not  be  spent  to  the  same  extent  in  the  absence  of  a  race 
and  are  a  direct  transfer  to  individuals  in  the  service  sector  of  states  with  a  high  degree 
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of  campaigning. 

Second,  partial  public  funding  is  available  to  Presidential  primary  candidates  in  the 
form  of  matching  payments  of  up  to  $250  per  individual  contribution.''^  To  obtain  these 
funds,  candidates  must  become  eligible  and  limit  themselves  to  spending  caps.^^  Again, 
these  funds  differ  from  the  traditional  federal  spending  in  that  they  are  not  targeted  at 
aiming  an  impoverished  area,  but  instead  are  entrusted  to  viable  Presidential  candidates 
with  intentions  of  getting  out  their  messages  to  help  voters  make  an  informed  decision. 
There  has  been  little  variation  in  the  total  federal  funds  allocated  for  Presidential  primary 
contests  over  our  full  sample  period  (1976-2008),  and  this  money  can  be  seen  as  a  transfer 
ftom  all  taxpayers  to  those  receiving  campaigning. 

Third,  candidates  receive  money  from  PACs.  While  PAC  contributions  have  increased 
significantly  since  1976  (FEG  2010),''''  candidates  still  receive  most  of  their  money  during 
the  primary  from  individuals  and  matching  funds.  This  is  because  partisan  PACs  gen- 
erally wait  until  a  candidate  has  clinched  the  nomination  to  stand  behind  him.  In  2008, 
candidates  raised  a  total  of  $534  miUion  from  individuals,  $63  million  from  PACs,  and  $21 
milhon  from  federal  matching  funds.  Similarly,  in  2004,  candidates  raised  $130  million 
from  individual  contributors,  $10  million  from  PACs,  and  $27  from  federal  funds.'*^ 

Recognizing  that  the  majority  of  campaign  spending  comes  from  individuals,  we  anar 
lyze  the  geographic  sources  of  the  donations  in  Figures  6  -  7  for  2004  and  2008,  respectively. 
We  construct  a  measure,  entitled  Campaign  Ratio,  by  dividing  total  campaign-related  ex-, 
penses  (i.e.,  money  spent  specifically  on  the  travel-related  activities  for  campaigning,  not 
on  ads,  media,  consultants,  etc.)  in  a  given  state  by  that  state's  total  individual-level 
campaign  contributions.  Thus,  the  greater  the  measure,  the  more  relative  money  that  is 
coming  fr'om  out  of  state  than  being  spent  in  state. 

■*^Variation  in  total  federal  funding  will  come  via  the  number  of  contributions  as  well  as  the  number  of 
candidates  raising  the  threshold  amount  to  begin  collecting  federal  dollars  within  each  primary  cycle. 
^^See  WHw.f  ec .gov  for  more  on  these  rules. 

''''Also,  seethe  CRP  http://Mww.opensecrets.org/pres08/totals.php?cycle=2008  for  more  trends 
on  giving  and  expenditures. 

*^  Calculations  based  on  Federal  Election  Commission  data  on  Presidential  candidates'  primary 
fundraising. 
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In  Figure  6,  we  see  that  in  early  states  like  Iowa,  New  Hampshire,  South  Carolina, 
Missouri,  Arkansas,  and  Virginia,  there  is  the  greatest  ratio  of  spending  to  contributions. 
States  like  Texas,  Washington,  and  California  had  some  of  the  lowest  ratios  in  2004, 
meaning  that  residents  were  contributing  more  money  than  was  being  spent  in  the  state 
on  campaigns.  Similarly,  Figure  7  shows  that  Iowa,  New  Hampshire,  Wisconsin,  Missouri 
and  Iowa  have  the  highest  amount  of  money  spent  on  primary  campaign  expenditures, 
compared  to  he  total  contributions  by  state  residents.  However,  South  CaroHna  and 
Kansas  still  saw  more  money  spent  in  their  states  than  what  their  residents  contributed. 
In  general,  what  we  see  is  a  transfer  of  funds  from  individuals  in  some  states  with  many 
contributors  to  states  early  in  the  primary  process,  or  on  days  with  their  own  contest. 
These  figures  impfy  that  the  money  being  spent  during  primaries  is  mostly  coming  from 
outside  the  state.*® 

6  Conclusion 

This  paper  takes  a  traditional  public  finance  and  macroeconomics  question,  asking  how 
government  spending  affects  local  economies,  and  looks  at  primary  campaign  spending  as 
an  exogenous  shock  to  previously  unstudied  sectors  of  a  state's  economy.  We  find  that 
this  money  modestly  increases  income  growth  in  a  state.  Specifically,  the  service  sectors 
see  the  largest  effects,  where  the  accommodations  sector  seems  to  be  the  main  source  of 
this  finding. 

While  other  papers  have  investigated  the  ability  of  early  primaries  to  influence  polic3^, 
as  candidate's  attempt  to  appease  early  state's  preferences  in  order  to  clench  the  nomi- 
nation early  (Malhotra  and  Snowberg  2011),  our  paper  is  the  first  to  show  the  economic 
value  of  hosting  a  primary  race.  We  also  find  that  when  there  are  few  candidates  in 
the  race,  it  is  more  valuable  to  have  a  primary  race  that  occurs  independently  of  other 
states,  making  a  Super  Tuesday  primary  less  valuable  in  terms  of  spending  and  economic 
*®  Again,  we  do  not  look  at  small  donations  or  within-state  volunteering  as  inputs. 
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growth.  This  paper  provides  additional  incentives  for  states  to  move  their  primaries  up 
in  the  ordering,  though  to  do  so  strategically. 

Additionally,  this  paper  provides  a  new  insight  on  fiscal  stimulus.  While  previous 
work  has  estabhshed  a  Mnk  between  government  spending  and  increases  in  empiojnnent, 
earnings,  and  income,  this  paper  asserts  that  additional  spending  in  states'  service  sectors 
provide  short-run  increases  to  personal  earnings  on  the  intensive  margin.  Thus,  when 
individuals  are  greeted  with  a  political  campaign,  they  should  relish  in  the  stimulus  this 
provides  (and  the  transfers  from  individuals  in  other  states  that  allow  this  to  occur).  A 
federal  re-ordering  of  the  primary  calendar  may  best  be  structured  to  help  states  with 
struggling  service  sectors. 

As  policymakers  continue  to  reform  campaign  finance  legislation,  they  should  consider 
the  potential  positive  effects,  though  short-run  and  sector-specific,  that  can  ensue  from 
campaign  spending  in  states. 


26 


References 


lllth  Congress,  "American  Recover  and  Reinvestment  Act,"  Accessed  3  April,  2012,  2009. 

Abramowitz,  Alan  I.,  "Viability,  electability,  and  candidate  choice  in  a  presidential  primary 
election:  A  test  of  competing  models,"  Journal  of  Politics,  1989,  51,  977-92. 

Abramson,  Paul,  John  Aldrich,  Phil  Paolino,  and  David  Rhode,  ""Sophisticated  voting 
in  the  1988  presidential  primaries,"  American  Political  Science  Review,  1992,  86,  55-69. 

Adkins,  Randall  E.  and  Andrew  J.  Dowdle,  "Is  the  exhibition  season  becoming  more 
important  to  forecasting  presidential  nominations?  29:283-88.,"  American  Politics  Research, 
2001,  29,  283-^8. 

Ali,  Nageeb  and  Navin  Kartik,  "A  Theory  of  Momentmn  in  Sequential  Voting,"  NajEcon 
Working  Paper  Reviews,  2006,  www.najecon.org.,  321307000000000016. 

Ansolabehere,  Stephen,  John  De  Pigueired,  and  James  Snyder,  "Why  Is  There  So 
Little  Money  in  U.S.  Politics?,"  Journal  of  Economic  Perspectives,  2003,  17,  105-130. 

Ashworth,  Scott  and  Joshua  D.  Clinton,  "Does  Advertising  Exposure  Affect  Turnout?," 
Quarterly  Journal  of  Political  Science,  2007,  2:1,  27—4. 

Brady,  Henry  E.,  Sidney  Verba,  and  Kay  Lehman  Schlozman,  "Beyond  SES:  A  Resource 
Model  of  Political  Participation,"  The  American  Political  Science  Review,  1995,  89,  271-294. 

Callander,  Steven,  "Bandwagons  and  Momentum  in  Sequential  Voting,"  Review  of  Economic 
Studies,  2007,  74(3),  653-684. 

Chodorow-Reich,  Gabriel,  Laura  Feiveson,  Zachary  Liscow,  and  William  Gui  Wool- 
ston,  "Does  State  Fiscal  Relief  During  Recessions  Increase  Employment?  Evidence  from  the 
American  Recovery  and  Reinvestment  Act,"  American  Economic  Journal:  Economic  Policy, 
2011,  Forthcoming. 

CRP,  "Center  for  Responsive  Politics,"  http://www.  opensecrets.  org/pres08/expenditures.php  ?cycle=2008, 
2011. 

27 


PEC,  "Detailed  Files  About  Candidates,  Parties  and  Other  Committees,"  2010. 
Federal  Elections  Commission.  Accessed  6  January  2011.  Available  from: 
http :  /  /  fec.gov  / finance/disclosm-e /ftpdet.shtml. 

Fleck,  Robert,  "Voter  Influence  and  Big  Policy  Change:  The  Positive  Political  Economy  of 
the  New  Deal,"  Journal  of  Political  Economy,  2008,  116,  1-37. 

Geer,  John  G.,  "Assessing  the  Representativeness  of  Electorates  in  Presidential  Primaries," 
American  Journal  of  Political  Science,  1988,  32:  4,  929-945. 

Grice,  Randy,  "Florida  moves  up  presidential  primary:  RNC  to  penalize  state  for  change," 
May  2012. 

Huber,  Gregory  A.  and  Kevin  Arceneaux,  "Identifying  the  Persuasive  Eifects  of  Presi- 
dential Advertising,"  American  Journal  of  Political  Science,  2007,  51,  957-977. 

Klumpp,  Tilman  and  Mattias  K.  Polborn,  "Primaries  and  the  New  Hampshire  Effect," 
Journal  of  Public  Economics,  2006,  90,  1073-3114. 

Knight,  Brian,  "Endogenous  Federal  Grants  and  Crowd-out  of  State  Government  Spending: 
Theory  and  Evidence  from  the  Federal  Highway  Aid  Program,"  American  Economic  Review, 
2002,  92(1),  7192. 

_  ,  "Are  PoUcy  Platforms  Capitalized  Into  Equity  Prices?  Evidence  from  the  Bush  /  Gore  2000 
Presidential  Election,"  Journal  of  Public  Economics,  2006,  90,  751-773. 

_  and  Nathan  Schiff,  "Momentum  and  Social  Learning  in  Presidential  Primaries,"  Journal 
of  Political  Economy,  2010,  118  (6),  1110-1150. 

Levitt,  Steven  and  James  Snyder,  "Political  Parties  and  the  Distribution  of  Federal  Out- 
lays," Am£rican  Journal  of  Political  Science,  1995,  39-4,  958-980. 

Malhotra,  Neil  and  Erik  Snowberg,  "The  2008  Presidential  Primaries  through  the  Lens  of 

Prediction  Markets,"  Working  Paper,  2011. 


28 


Matheson,  Victor,  "Mega-Events:  The  effect  of  the  worlds  biggest  sporting  events  on  local, 
regional,  and  national  economies,"  International  Association  of  Sports  Economists  &  North 
American  Association  of  Sports  Economists,  2006,  Working  Papers  0622. 

Morton,  Rebecca  B.  and  Kenneth  Williams,  Learning  by  Voting:  Sequential  Choices  in 
Presidential  Primaries  and  Other  Elections,  University  of  Michigan  Press,  2001. 

Mutz,  Diana  C,  Impersonal  Influence:  How  Perceptions  of  Mass  Collectives  Affect  Political 
Attitudes,  Cambridge  University,  Press,  1998. 

Norrander,  Barbara,  "Ideological  Representativeness  of  Presidential  Primary  Voters,"  Amer- 
ican Journal  of  Political  Science,  1989,  S3:  3,  570-587. 

Ramey,  Valerie  A.,  "Identifying  Government  Spending  Shoclcs:  Its  AU  in  the  Timing,"  Quar- 
terly Journal  of  Economics,  2011,  126(1),  1-50. 

_  ,  "Can  Government  Purchases  Stimulate  the  Economy?,"  Journal  of  Economic  Literature, 
2011a,  49  (3),  673-85. 

Serra,  Gilles,  "Why  primaries?  The  party's  tradeoff  between  policy  and  valence,"  Journal  of 
Theoretical  Politics,  2011,  23:  1,  21-51. 

Serrato,  Juan  C.S.  and  Phillippe  Wingender,  "Estimating  Local  Fiscal  Multipliers," 
Working  Paper,  University  of  California,  Berkeley,  2010. 

Shoag,  Daniel,  "The  Impact  of  Government  Spending  Shocks:  Evidence  on  the  Multiplier 
from  State  Pension  Plan  Returns,"  Working  Paper,  2010. 

Snowberg,  Erik,  Justin  Wolfers,  and  Eric  Zitzewitz,  "Partisan  Impacts  on  the  Economy: 
Evidence  from  Prediction  Markets  and  Close  Elections,"  Quarterly  Journal  of  Economics, 
2007,  122(2),  807-829. 

Stromberg,  David,  "How  the  Electoral  College  Influences  Campaigns  and  Policy:  The  Prob- 
ability of  Being  Florida,"  American  Economic  Review,  2008,  98(3),  769-807. 


29 


Strumpf,  Koleman,  "Strategic  Competition  in  Sequential  Election  Contests,"  Public  Choice, 

2002,  111,  377-397. 

Taylor,  Andrew  J.,  "Does  Presidential  Primary  and  Caucus  Order  Affect  Policy?  Evidence 
from  Federal  Procurement  Spending,"  Political  Research  Quarterly,  2010,  63(2),  398-409. 
The  Constitution  of  the  State  of  Montana 

The  Constitution  of  the  State  of  Montana,  Montana  Legislature,  2011. 

Wilson,  Daniel,  "Fiscal  Spending  Jobs  Multipliers:  Evidence  from  the  2009  American  Recovery 
and  Reinvestment  Act, "  American  Economic  Journal:  Economic  Policy,  2011,  Forthcoming. 


30 


Figures 
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Figure  2:  Primary  Length  and  GDP 
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Figure  4:  Primary  Status  Between  2004  and  2008 
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Figure  6:  Campaign  Expenditures  and  Contributions  in  2004 


Figure  7:  Campaign  Expenditures  and  Contributions  in  2008 
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Tables 


Table  1:  Dates  when  only  one  candidate  remains  by  party 


Republicans 

Democrats 

Date  Clinched 

Nominee 

Date  Clinched 

Nominee 

1976 

8  June 

Gerald  Ford 

8  June 

Jimmy  Carter 

1980 

1  May 

Ronald  Reagan 

4  June 

Jimmy  Carter 

1984 

No  Contest 

Ronald  Reagan 

5  June 

Walter  Mondale 

1988 

15  March 

George  H.W.  Bush 

7  June 

Michael  Dukakis 

1992 

No  Contest 

George  H.W.  Bush 

2  June 

Bill  Clinton 

1996 

5  March 

Bob  Dole 

No  Contest 

Bill  Clinton 

2000 

9  Match 

George  W.  Bush 

9  March 

Al  Gore 

2004 

No  Contest 

George  W.  Bush 

11  March 

John  Kerry 

2008 

4  March 

John  McCain 

3  June 

Barack  Obama 

Notes:  Pi-esident  Carter  had  a  very  low  approval  rating  and  was  forced  by  the  DNC 
to  run  in  the  primary  in  1980.  No  Contest  means  that  there  were  no  contenders 
against  the  incumbent  president. 


Table  2:  Spending  by  Primary  Existence 


Primary  Status  Total  Spending  Campaign  Spending 


Primary  in  current  quarter 


Average  1,507,529  703,237 

Median  423,584  222,641 

25th  Percentile  86,755  55,653 

75th  Percentile  1,487,526  721,901 

Observations  89  89 


Primary  in  next  quarter 


Average  1,733,553  638,328 

Median  276,206  138,157 

25th  Percentile  33,115  27,522 

75th  Percentile  1,336,009  679,948 

Observations  89  89 


No  primary 


Average                                861,762  372,993 
Median                                   99,962  35,286 
25th  Percentile                         16,191  4,207 
75th  Percentile                       533,750  255,636 
Observations  624  624  

Total  Spending  includes  all  money  spent  by  campaigns  (in  $s). 

Campaign  Spending  removes  ad  and  media  expenditures  from  Total  Spending. 

Compares  quarter/states  with  and  without  primary  elections 

in  2003-2004,  2007-2008. 
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Table  3:  Primary  Existence  Predicts  Primary  Campaign  Expenditures 


Dependent  Variable=Spending  Growth 


(1) 

(2) 

Primary 

1.128*** 

1.218*** 

(0.281) 

(0.335) 

Primary  on  Super  Tuesday 

-0.481 

-0.693* 

(0.341) 

(0.392) 

Battleground  State 

-1.500*** 

-1.688*** 

(0.222) 

(0.229) 

Observations 

658 

658 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies.  Column  (2)  includes  state  fixed  effects. 
Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign 
in  the  given  state  and  given  quarter  or  following  quarter. 


Table  4:  Primar}^  Elections  Increase  Income  Growth 


Dependent  Variable=Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

(4) 

Income 

Services 

Accommodations 

Retail  Trade 

1974-2009 

1974-2001 

1990-2009 

1974-2009 

Primary 

0.00525*** 

0.00761*** 

0.00473** 

0.000798 

(0.000678) 

(0.000958) 

(0.00227) 

(0.000970) 

Primary  on  Super  Tuesday 

-0.00399** 

-0.0140*** 

-0.0146*** 

-0.00746** 

(0.00188) 

(0.00316) 

(0.00486) 

(0.00294) 

Battleground  state 

0.000202 

-0.000194 

-0.00214* 

0.000474 

(0.000576) 

(0.000842) 

(0.00125) 

(0.000736) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  parentheses.  *  p<  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies.  State-quarter  observations. 
Drops  lA,  NH,  SC. 

Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  in  the  given  state 
and  given  quarter  or  following  quarter. 
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Table  5:  Primary  Elections  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable  = 

Per  Capita 

Income  Growth 

(1) 

(2) 

(3) 

(4) 

Income 

Services 

Accommodations 

Retail  Trade 

1974-2009 

1974-2001 

1990-2009 

1974-2009 

Primary 

0.00528*** 

0.00764*** 

0.00497** 

0.000833 

(0.000492) 

(0.000635) 

(0.00215) 

(0.000679) 

Primary  on  Super  Tuesday 

-0.00401* 

-0.0137*** 

-0.0153*** 

-0.00771** 

(0.00210) 

(0.00295) 

(0.00400) 

(0.00303) 

Battleground  state 

0.000378 

-0.000154 

-0.00188* 

0.000531 

(0.000509) 

(0.000849) 

(0.00107) 

(0.000642) 

Observations 

5586 

4370 

2997 

5586 

Robust  standard  errors  in  pai«ntheses.  *  p  <  0.10,  **  p  <  0.05,  ***  p  <  0.01 
Includes  quarter  dummies  and  state  fixed  effects.  State-quarter  observations. 
Drops  lA,  NH,  SC. 

Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  in  the  given  state 
and  given  quarter  or  following  quarter. 


Table  6:  Campaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000541*** 

0.00134*** 

0.000606*** 

(0.000155) 

(0.000259) 

(0.000215) 

Battleground 

0.000768 

-0.00938*** 

-0.00333** 

(0.00125) 

(0.00187) 

(0.00153) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 

*p<  0.10,  **  p  <  0.05,  ***  p  <  0.01 

Includes  quarter  dummies.  State-quarter  observations. 

Drops  lA,  NH,  SC. 
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Table  7;  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state  fixed  effects) 


Dependent  Variable=  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000520*** 

0.00128*** 

0.000586*** 

(0.000134) 

(0.000267) 

(0.000207) 

Battleground 

0.000222 

-0.0125*** 

-0.00430** 

(0.00120) 

(0.00221) 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses. 

*  p  <  0.10,  **  p  <  0.05,  *•*  p  <  0.01 

Includes  quarter  dummies  and  state  fixed  effects. 

State-quarter  observations.  Drops  lA.,  NH,  SC. 
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Appendix  A:  Data  Appendix 


Table  8:  Summary  Statistics 


Mean 

Standard 
deviation 

Minimum 

Maximum 

Full  Sample 

Income  growth 

0.0128 

0.0147 

-0.1020 

0.1833 

Services  income  growth 

0.0209 

0.0171 

-0.2070 

0.3299 

Accommodations  income  growth 

0.0107 

0.0237 

-0.4903 

0.3630 

Retail  trade  income  growth 

0.0110 

0.0173 

-0.2736 

0.2800 

Primary  dummy 

0.1011 

0.3015 

0 

1 

Super  Tuesday  dummy 

0.0146 

0.1200 

0 

1 

Battleground  dummy 

0.0984 

0.2978 

0 

1 

Only  for  election  years 

Primary  dummy 

0.4156 

0.4930 

0 

1 

Super  Tuesday  dummy 

0.0600 

0.2376 

0 

1 

Battleground  dummy 

0.4044 

0.4909 

0 

1 

2004-2008  Sample  Only 

Income  growth 

0.0143 

0.0284 

-0.0443 

0.2404 

Accommodations  income  growth 

0.0110 

0.0294 

-0.0752 

0.2158 

Retail  trade  income  growth 

0.0031 

0.0222 

-0.0857 

0.1458 

Campaign  spending  growth 

-0.4350 

3.0736 

-12.0499 

9.3338 

Campaign  spending  growth* 

0.4401 

1.7784 

-8.8538 

8.8708 

Campaign  spending  growth** 

-0.7289 

3.3502 

-12.0499 

9.3338 

Battleground  Dummy 

0.2475 

0.4318 

0 

1 

Super  Tuesday  dummj'' 

0.0437 

0.2047 

0 

1 

Only  for  election  years 

Battleground  dummy 

0.4950 

0.5006 

0 

1 

Super  Tuesday  dummy 

0.0875 

0.2829 

0 

1 

*  Includes  only  periods  witli  primaries. 
**  Includes  only  periods  without  primaries. 
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Table  9:  Variables  Collected 


Variable 


Measured 


Years 


Soiarce 


Primary  Dates 
Clinch  Dates 
Battleground  States 

Income 

Services  Income 

Accom  m  0  dations  Income 

Retail  Income 

Population 

GDP 

Unemployment 
Campaign  expenditures 


Date  each  Presidential  primary  was  held,  by  state  and  party 

Date  Presidential  candidate  was  last 
repaaining  in  contest  for  party  nomination 

Competitive  States  in  election  based  on  polls 
(<  10  perecentage  points  between  winner  and  loser) 
Competitive  states  in  election  based  on  ex-post  results 
(<  10  perecentage  poiats  between  winner  and  loser) 

Quarterly  state  earnings 

Quarterly  state  earnings  in  the  "service"  sector 

Quarterly  state  earnings  ia  the  acconuno dations  sector 

Quarterly  state  earnings  in  the  retail  sector 

Annual  state  population  interpolated  by  quarter 

Annual  state  GDP 

Annual  state  unemployment  rate 

All  expenses  by  Presidential  primary  candidates 
spent  in  pursuit  of  the  primary  race 
Includes:  administrative  and  campain  expenses,  i.e. 
hotel  rooms,  meals,  local  polling,  Get-out-the-Vote, 
campaign  events,  money  spent  by  staffers  for  catering 
meetings,  rent,  utilities,  cable,  internet,  administrative 
supphes,  staffer  travel.  Does  not  include  advertisements 


1976-2008    Green  Papers  (for  prunaries) 

Erontloading  HQ  (for  caucuses) 

1976-2008    Various  sources 


1996-2008    Intrade  Prediction  markets, 
David  Leip's  PoUing  Report 
1976-1992    David  Leip's  Election  Results 


1974-2008  Biureau  of  Economic  Analysis 

(BEA) 

1974-2001  BEA 

1990-2008  BEA 

1990-2008  BEA 

1974-2008  Census 

1974-2008  BEA 

1974^2008  BLS 

2004-2008  Center  for  Responsive  PoUtics 


Table  10:  Variables  Measured 


Variable 

Measured 

Primary  Dummy 

Dummj'-  Variable  =  1  if  there  was  a  primary  in  state  i  in  quaiter  tart  +  1 

based  on  state  primaiy  dates  and  clincli  dates 

Battleground  States 

Dummjr  Variable=l  if  state  i  was  competitive  in  election  year,  and  primary 
nomination  clinched  for  at  least  one  party  at  time  t 

Primary  on  Super  Tuesday 

Dummy  Variable=l  if  state  i  had  primary  at  time  i  and  that  day 
had  the  highest  number  of  primary  elections  during  that  cycle 

Per  Capita 
Income  Growth 

Ino  (  1""=°'"=*    \     Inff  (  Inco^^t-i  \ 
^  \  r'opula.tiorij  /         o  \  Fopulationj_i  / 

Per  Capita  Services 
Income  Growth 

Same  as  income,  but  only  for  1974-2001 

Per  Capita  Accommodations 

Income  Growth 

Same  as  income,  but  only  for  1990-2008 

Per  Capita  Retail 
Income  Growth 

Same  as  income,  but  onty  for  1990-2008 

Population 

Annual  population  data,  by  state  (interpolated  by  quarter) 

Spending  Growth 

Zo5(Spendingj)  —  log(Spendingj_j^) 

Per  Capita  Spending  Growth 

loa  (  SP^diig*  \      log  (  Spending,_i  \ 
'"i/    Population,  )      ^"t-  ^  Populationt_i  ) 
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Appendix  B:  Election  Information 

Table  11:  Battleground  states  b}*-  year 


Alabama 

1980,  1992,  1996 

Alaska 

1992 

Arizona 

1992, 

1990, 

2000,  2008 

Arlcansas 

iyoU, 

>6UUU, 

zUU4 

Oaliioraia 

t  die 

197o, 

Colorado 

19D£5, 

1QQ9 

1996,  2000,  2004,  2008 

Connecticut 

laoU, 

lyyO, 

2008 

Delaware 

iy  ( Oj 

1  nno 

iyy2, 

2004 

Florida 

19/0, 

1  nno 

xyy^, 

lyyo. 

2000, 

2004, 

2008 

Georgia 

1992, 

lyyoj 

Hawaii 

ly  (0, 

1  fton 
lyoU, 

1QSR 
iyoo. 

2004 

Illinois 

1  Q7C 

10QQ 

iyoo 

Indiana 

ly /D, 

1  QQ9 

iyyu, 

2008 

Iowa 

1  no  A 
1904, 

1  nno 

2004, 

2008 

Kansas 

is /O, 

1  QQO 

Kentucky 

ly  ( Dj 

lyouj 

1  QQO 

iyyz. 

1996 

Louisiana 

19/0, 

"I  non 
iyoU, 

1  nno 

lyy^, 

2000 

Maine 

19aU, 

1  nno 
199/. 

onnn 
2UUU, 

2004 

Maryland 

1976, 

T  non 
1980, 

iyori. 

1988 

Massachusetts 

1980, 

1  no  A 

iyo4, 

iyoo 

Michigan 

iy /o, 

lyou  J 

Iyoo, 

1992, 

2000, 

2004 

Minnesota 

lyou, 

Iyoo, 

2000, 

2004 

Mississippi 

iy  (0, 

1  QQO 

1  QQO 

1996 

Missouri 

1  nco 
l90o, 

xy/D, 

1  QQn 

1988,  1996,  2000,  2004,  2008 

Montana 

1  non 
i9oU, 

1  OQQ 

iyoo, 

1992, 

1996,  2008 

Nevada 

1  n*7c 

1975, 

1  nno 

±992, 

lyy  0, 

2000, 

2004 

New  Hampshire 

1992, 

1  nn/j 
199o, 

onnn 
2UUU, 

2004, 2008 

New  Jersey 

1  nvc 
19/0, 

lyy^, 

onn/i 
2UU4 

New  Mexico 

1970, 

1  noo 

iyoo, 

1992, 

1996, 

2000, 

2004 

New  York 

1976, 

1980j 

1984, 

1988 

North  Carolina 

1  non 
1980, 

1  nno 

iyy^j 

1996, 

2008 

North  Dalcota 

1970, 

1  nnc 

lyyo, 

2008 

Ohio 

1968, 

1976, 

1992, 

1996,  2000,  2004,  2008 

Oklahoma 

1976, 

1992, 

1996 

Oregon 

1968, 

1976, 

1980, 

1988,  1992,  1996,  2000,  2004 

Pennsylv6inia 

1968, 

1976, 

1980, 

1984,  1988,  1992,  2000 

Rhode  Island 

1984 

South  Carolina 

1980, 

1992, 

1996, 

2008 

South  Dakota 

1976, 

1988, 

1992, 

1996, 

2008 

Tennessee 

1980, 

1992, 

1996, 

2000 

Texas 

1976, 

1992, 

1996 

Vermont 

1980, 

1988, 

2000 

Virginia 

1976, 

1992, 

1996, 

2000,  2004,  2008 

Washington 

1976, 

1988, 

2000, 

2004 

West  Virginia 

1980, 

1988, 

2000 

Wisconsin 

1968, 

1972, 

1976,  1980,  1984, 1988,  1992,  2000 

Wyoming 

1992 
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Table  12:  Super  Tuesday  states  by  year 


Alabama 

1980,  1984,  1988,  2008 

Alaska 

1980,  2008 

Arizona 

2008 

Arkansas 

1976,  1988,  2008 

California 

2000,  2004,  2008 

Colorado 

1996 

Connecticut 

1996,  2000,  2004,  2008 

Delaware 

1992,  2008 

Florida 

1980,  1984,  1988,  1992 

Georgia 

1980,  1984,  1988,  1996,  2000,  2004,  2008 

Hawaii 

1980,  1984,  1988,  2000 

Idaho 

1976,  2008 

Illinois 

2008 

Kansas 

1988,  2008 

Kentucky 

1976,  1988 

Louisiana 

1992 

Maine 

1996,  2000 

Maryland 

1988,  1996,  2000,  2004 

Massachusetts 

1984,  1988,  1996,  2000,  2004,  2008 

Minnesota 

1996,  2000,  2004,  2008 

Missouri 

1988, 1992,  1996,  2000,  2008 

Montana 

2008 

Nevada 

1976, 1984,  1988 

New  Jersej'' 

2008 

New  Mexico 

2008 

New  York 

2000,  2004,  2008 

North  CaroHna 

1988 

North  Dakota 

2000,  2004,  2008 

Ohio 

2000,  2004 

Oklahoma 

1980,  1984,  1988,  1992,  2008 

Oregon 

1976 

Rhode  Island 

1984,  1988,  1992,  1996,  2000,  2004 

Tennessee 

1976,  1988,  1992,  2008 

Texas 

1988,  1992 

Utah 

2008 

Vermont 

1996,  2000,  2004 

Virginia 

1988 

Washington 

1980,  1984,  1988,  2004 

West  Virginia 

2007 
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Appendix  C:  Robustness 

Table  13:  Per  Capita  Ganipaign  Expenditures  Modestly  Increase  Income  Growth 


Dependent  Variable^  Per  Capita  Income  Growth 


(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growth 

0.000542*** 

0.00134*** 

0.000607*** 

(0.000155) 

(0.000259) 

(0.000215) 

Battleground  State 

0.000769 

-0.00938*** 

-0.00333** 

(0.00125) 

(0.00187) 

(0.00153) 

Observations 

658 

658 

658 

Robust  standard  errors 

in  parentheses. 

*  J3  <  0.10,  *' 

p  <  0.05,  ***  p  <  0.01 

Includes  quarter  dmiunies.  State-quarter  observations. 
Drops  lA,  NH,  SC. 

Table  14:  Per  Capita  Campaign  Expenditures  Modestly  Increase  Income  Growth  (state 
fixed  effects) 


Dependent  Variable=  Per  Capita  Income  Growth 

(1) 

(2) 

(3) 

Income 

Accom. 

Retail 

Spending  Growtli 

0.000521*** 

0.00128*** 

0.000587*** 

(0.000134) 

(0,000267) 

(0.000207) 

Battleground 

0.000223 

-0.0125*** 

-0.00430** 

(0.00120) 

(0.00221) 

(0.00165) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses.  *  p  <  0.10,  **  p<  0.05,  ***  p  <  0.01 
Includes  quarter  dummies  and  state  fixed  effects. 
State-quarter  observations.  Drops  lA,  NH,  SC. 
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Table  15:  Results  are  robust  restricting  sample  to  2004  and  2008  expenditures  sample 


(1) 

Income 

(2) 
Accom. 

(3) 
Retail 

Primary 

0.00734*** 
(0.00162) 

0.0131*** 
(0.00273) 

0.00680*** 
(0.00196) 

Primary  on  Super  Tuesday 

-0.000656 
(0.00301) 

-0.00935** 
(0.00443) 

-0.00731* 
(0.00438) 

Battleground  State 

-0.000263 
(0.00123) 

-0.0114*** 

(0.00188) 

-0.00411*** 
(0.00147) 

Observations 

658 

658 

658 

Robust  standard  errors  in  parentheses 

Includes  quarter  dummies 

*  p  <  0.10,  **  p<  0.05,  ***  p  <  0.01 

Primary  is  a  dummy  for  whether  or  not  there  is  a  primary  campaign  in  the 
given  state  and  given  quarter  or  following  quarter. 
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CHAPTER  23:  EXPENDITURE  MULTIPLIER 
Consumption  and  Savings  Function: 

n  Consumption  is  primarily  a  function  of  Yd  (disposable  income)  or  "after-tax"  income.  Although  it 
is  also  influenced  by  the  rate  of  interest,  expectations  about  future  Yd,  wealth  effects  etc. 

n  if  plot  Consumption  as  a  function  of  Yd  it  will  have  a  positive  vertical  intercept  ('autonomous 
consumption')  and  a  positive  slope  but  less  than  one  (i.e,  the  slope  of  the  consumption  function  is 
the  coefficient  on  Yd  in  the  Consumption  equation  and  represents  the  Marginal  Propensity  to 
Consume  (MFC).  Therefore,  0<MPC<1 

n  if  plot  the  consumption  function  versus  a  45  degree  line  (with  the  mathematical  property  that  any 
point  on  the  45  degree  line  has  the  same  vertical  coordinate  as  horizontal  coordinate,  or  x  =  y)  then 
where  Consumption  intersects  the  45  degree  line  is  refeiTed  to  as  "breakeven  level  of  Yd". 

n  at  Yd  <  Yd  breakeven,  then  C>  Yd  (the  individual  is  'dissaving'  as  savings  <0) 

n  at  Yd  >  Yd  breakeven,  then  C  <  Yd  and  the  individual  is  "saving".  Savings  >0. 

n  the  Savings  function  is  derived  from  the  consumption  function  (if  the  consumption  function  changes 
then  so  does  the  saviags  function).  For  example,  if 

C  =  a  +  b  (Y  -  T)  where  a>0,  0<b<l  and  Yd=  Y-T 

then  the  implied  savings  function  is: 

S  =  -  a  +  (1-b)  (Y  -  T)       where  (1-b)  =  MPS  (marginal  propensity  to  save) 
Note:  MFC  +  MPS  =  1 

n  Mathematical  example: 

if  C  =  1000  +  0.80  (Y  -T)  then  the  implied  savmgs  function  is: 

S  =  -1000+  0.20  (Y-T) 
where  MPC  =  0.80  and  MPS  =  0.20.  See  the  graphs  pg  529 

Effects  of  other  variables  on  Consumption  function: 

n  if  the  interest  rate  falls  or  expected  future  disposable  income  increases,  then  the  consumption 
function  shifts  upwards  and  the  implied  savings  function  shifts  downwards  (see  pg.  531) 

Other  Components  of  Aggregate  Expenditure  (AE): 

i)  Investment  function: 

n  depends  on  interest  rate,  expected  future  profits.  Not  related  to  cuiTcnt  GDP  or  Yd.  Therefore,  if 
we  plot  the  investment  function  in  diagram  with  Investment  expenditures  on  the  vertical  axis  and 
real  GDP  on  the  horizontal  axis,  the  Investment  (I)  line  is  horizontal  at  Iq.  That  is,  we  assume  that: 

I  =Io. 

ii)  Government  expenditures: 

n  changes  in  government  expenditures  (G)  or  taxes  (T)  represents  a  "fiscal  policy"  decision  of  the 
federal  government.  Therefore,  a  change  in  G  is  a  policy  choice  and  does  not  respond 
automatically  to  the  level  of  GDP  (Y).  So  ia  a  diagram,  G  is  also  assumed  to  be  autonomous, 
G  =  Go. 

iii)  Exports: 

n  exports  represent  Canadian  goods  sold  abroad.  The  level  of  exports  will  depend  primarily  on  the 
Canadian  price  level  (P),  foreign  price  level  (Pf),  the  exchange  rate  (E)  and  foreign  GDP  (Yf). 
Therefore,  once  again,  X  does  not  respond  to  the  level  of  Canadian  GDP  so  exports  are 
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autonomous. 

X  =  Xo. 

iv)  Imports: 

n  depends  on  relative  prices  (Canadian  and  foreign  prices),  the  exchange  rate  (E),  and  Canadian  GDP 
(Y).  As  GDP  (Y)  increases,  we  buy  more  goods  and  services  and  some  of  these  will  be  imported 
from  the  rest  of  the  world.  Therefore, 

Imports  (M)  =  m  Y  where  0<m<l  and  m=MPM  (marginal 

propensity  to  import) 


Aggregate  Expenditure  function  (AE); 

n  will  have  a  positive  intercept  (see  graph  pg.  534) 
n  the  slope  of  the  AE  function  is  given  by: 

n  slope  of  AE=  MPC(l-t)  -  MPM         where  0<t<l 

and  t  represents  the  tax  rate 
n  Note  if  we  have  lump  sum  taxes,  T  =  To  ( a  constant)  then  t=0  and  the  slope  of  the  AE  function  is 
just  =  MPC  -  MPM 

n  Numerical  Example: 

If  MPC  =  0.80,  MPM  =  0.10  and  t  =  0.25  then  the  slope  of  the  AE  function  is: 
slope  of  AE  =  0.80  (1  -  0.25)  -  0.10 
slope  of  AE  =  0.50 

Equihbrium  GDP  (Y^: 

n  when  AE  =  Y  (planned  spending  -  production)  we  have  an  equilibrium 

n  graphically  this  occurs  anywhere  along  the  45  degree  line  with  AE  on  the  vertical  axis  and  real  GDP 
(Y)  on  the  horizontal  axis.  Specifically,  the  equilibrium  is  where  the  given  AE  fimction  intersects 
the  45  degi-ee  line,  (see  pg.  536) 

Calculation  of  Equilibrium  GDP  (Y): 

n  Suppose  you  are  given  the  following  equations: 

C  =  1000+  0.80  (Y-T) 

I  =  180 

G  =  100 

X  =  200 

M  =  0.20  Y 

T  =  100 

n  To  find  equilibrium  GDP,  follow  these  steps: 

n  Step  1:  Calculate  the  AE  equation  by  adding  C,  I G,  X  and  M  together  and  substitute  the  T  value 
into  the  consumption  equation 

AE  =  C  +  I  +  G+  X-  M 
so       AE  -  1000  +  0.80(Y  -100)  +  180  +  100  +  200  -  0.20  Y 
or       AE=1400  +  0.60  Y 
-Step  2:  Impose  the  equilibrium  condition,  AE  =  Y 
so       1400  +  0.60  Y  =  Y 
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and  since  the  equilibrium  condition  has  been  imposed,  the  value  of  Y  solved  for  is  then 
equilibrium  Y. 

n  Step  3:  Solve  for  equilibrium  GDP 
0.40  Y  =  1400 
so    Y  =  3500 

The  Multiplier; 

n  the  defmitionofthe  multiplier  is:  multiplier  =  change  in  equilibrium  Y 

change  in  autonomous  spending 

n  the  formula  for  the  expenditure  multiplier  is:  multiplier  =  ^  1  

1  -  slope  of  AE  function 

Example:  If  the  MFC  =  0.80,  t  =  0,  and  MPM  =  0.05  then 
the  slope  of  the  AE  function  is  =  0.75  and  the  multiplier  is  =  4 

Therefore,  for  everyone  $1  increase  in  spending  (whether  it  be  firom  C,  I,  G,  X)  it  will  generate  a  $4 
increase  in  equilibrium  GDP. 

n  continuing  the  example  from  above  where  equilibrium  Y  =  3500,  if  full  employment  GDP  (Y*)  = 
4300  then  in  order  to  get  to  foil  employment  GDP  the  government  could  increase  its  spending  by 
200  (once  subject  to  the  multiplier,  the  overall  increase  in  GDP  is  going  to  be  $800  bringing  the  new 
equilibrium  GDP  level  to  $4300  (=Y*) 

The  Lmnp  sum  Tax  multiplier; 

n  if  the  government  has  a  lump  sxmi  tax  (so  the  tax  rate,  t  =  0),then  a  $1  increase  in  taxes  would 
reduce  Consumption  expenditures  by  the  value  of  the  MPC  (eg  0.80).  This  reduction  in 
expenditures  is  then  subject  to  the  multiplier.  The  end  result  is  that  when  taxes  (T)  change, 
equilibrium  GDP  changes  according  to  the  value  of  the  tax  multiplier, 

n  definition  of  the  tax  multiplier:         tax  multiplier  =  -  MPC  

1  -  slope  of  the  AE  function 

Example: 

If  the  MPC  =  0.80,  t  =  0  and  MPM  =  0.05  then  the  tax  multiplier  is: 
tax  multiplier  =  -0.80 

1    -  0.75 

then  the  tax  multiplier  is  -3.2 

The  tax  multiplier  is  always  a  negative  number  because  from  the  definition  of  the  tax  multiplier  above, 
we  know  that  if  taxes  increase  (decrease),  then  real  GDP  will  decrease  (increase)  so  the  tax  multipHer 
is  negative. 

n  you  use  the  tax  multiplier  to  determine  the  required  change  in  taxes  to  bring  about  full  employment 

GDP  Suppose  again  that  Y  (eqT)  =  3500  and  Y*  =  4300  and  the  tax  multipUer  is  -3.2 
then  ftom  the  definition  of  the  tax  multiplier: 

tax  multiplier  =  change  in  equihbrium  GDP 
change  in  taxes  (lump  sum) 
so  if  the  tax  multiplier  is  -3.2  and  to  get  to  full  employment  GDP  we  want  the  change  in  equihbrium 
GDP  to  be  +$800,  then  the  change  m  taxes  should  be  =  800/-3.2  or  =  -$250 
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The  Multiplier  and  the  Price  Level: 

n  the  price  level  (P)  was  held  constant  in  deriving  the  AE  function.  Therefore,  if  the  price  level 
changes  it  will  shift  the  AE  curve  (due  to  the  wealth  effect  and  the  substitution  effects,  see  page 
543). 

n  specifically,  if  the  price  level  increases,  AE  shifts  down  (the  increase  in  price  reduces  real  wealth 
and  encom'ages  international  and  intertemporal  substitution  so  consumption  expenditures  decrease 
and  imports  increase  lowering  equiUbrium  GDP).  See  graphs  on  page  544. 

Derivation  of  the  AD  curve; 

n  can  derive  the  AD  ciu've  (from  chapter  22)  by  changing  the  price  level  and  tracing  out  what 
happens  to  equilibrium  GDP  following  the  shift  in  the  AE  curve.  See  page  544. 

n  we  can  also  trace  out  the  effects  of  changes  in  other  variables  (eg  changes  in  the  interest  rate  or 
exchange  rate  etc)  on  the  AD  curve  itself.  See  pa^  545.  If  the  AE  curve  shifts  upwards  due  to  any 
effect  but  a  change  in  price,  then  the  AD  curve  will  shift  in  response.  See  page  545. 

Note:  you  should  read  over  the  Appendix  to  Chapter  23  (the  mathematical  note  at  the  end  of  the 
chapter). 
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December  24,  2013 


Honorable  Thomas  Schweich 
Missouri  State  Auditor 
Capitol  Building,  Room  121 
P.O.  Box  869 
Jefferson  City,  MO  65101 

RE:  2014-079 

Dear  Auditor  Schweich: 

I  have  reviewed  Mr.  Ketcher's  submission  of  December  16, 2013.  I  would  like  to  bring  a 
number  of  items  regarding  such  submission  to  your  attention  as  you  prepare  the  fiscal  note  and 
fiscal  note  summary  for  the  measure. 

(1)  Mr.  Ketcher  is  biased 

Mr.  Ketcher  is  a  proponent  of  the  proposed  measure.  He  has  a  significant  interest  in  seeing  a 
"no  impact"  fiscal  note  summary.  Mr.  Ketcher's  submission  should  be  read  in  light  of  his  bias 
and  given  less  weight  as  a  result. 

(2)  Legislation  related  to  a  "cooling  off  period 

Senate  Bills  4  and  78  relate  to  a  "cooling  off  period  before  legislators  become  lobbyists.  These 
are  consistent  with  my  prior  submission  -  nothing  in  that  submission  suggested  a  fiscal  impact  as 
a  result  of  such  provision. 

(3)  Legislation  related  to  lobbyist  gift  bans 

Senate  Bill  38  relates  to  a  lobbyist  gift  ban.  To  the  extent  the  fiscal  note  suggests  there  would 
not  be  a  fiscal  impact  to  the  state  of  Missouri  as  a  result  of  such  ban,  it  is  incorrect.  It  is 


undisputed  that  a  significant  amount  of  money  is  spent  each  year  on  "lobbying  gifts"  mostly  in 
the  form  of  meals  and  small  gifts,  which  are  taxed  by  both  state  government  and  local 
government  entities. 

(4)  Legislation  related  to  contribution  limits 

Senate  Bills  92  and  385  do  relate  to  contribution  limits,  but  such  limits  are  much  higher  than  the 
limits  in  the  proposed  measure.  The  limits  in  the  bills  were  $5,000  and  $10,000  for  Senators, 
respectively.  The  proposed  measure  caps  contributions  for  Senators  at  $1,000.  The  limits  in  the 
bills  were  $2,500  for  Representatives.  The  proposed  measure  caps  contributions  for 
Representatives  at  $500.  Under  the  proposed  measure,  total  allowable  lawftil  contributions 
would  be  much  less  than  under  Senate  Bills  92  and  385.  The  effect  on  total  campaign  spending 
would  therefore  be  drastically  increased  under  the  proposed  measure  when  compared  to  the  bills 
cited  by  Mr.  Ketcher. 

In  addition,  I  understand  the  argument  regarding  reduced  campaign  spending  is  somewhat 
novel.  While  the  research  supports  the  argument,  as  highlighted  in  my  submission,  it  is  clear 
from  previous  initiative  petitions  relating  to  campaign  finance  in  2014  that  state  government 
entities  had  failed  to  previously  consider  the  fiscal  impact  of  reduced  campaign  spending.  Their 
failure  to  consider  this  aspect  of  proposed  contribution  limits  does  not  mean  that  there  would  be 
no  fiscal  impact,  only  that  they  have  not  previously  considered  or  attempted  to  quantify  such 
impact.  My  previous  submission  quantifies  such  impact  using  verifiable  data  and  citations  to 
valid  authority. 

I  urge  you  to  adopt  the  summary  I  previously  submitted,  despite  Mr.  Ketcher' s  submission. 


Brad  Ketcher  on  behalf  of  Ballot  Measure  Group,  LLC  provided  the  following 
information  as  a  proponent  of  the  proposal  to  the  State  Auditor's  office. 


Fiscal  Comments  to  Version  3:  Art  III  Revision 


Submitted  by  www.ballotmeasuregroup.com 

Version  3  of  the  above-referenced  initiative  will  have  no  impact  on  state  or  local  government 
revenues.  This  proposal,  which  would  implement  legislative  contribution  limits,  lobbyist  gift 
restrictions  and  anti-revolving  door  provisions,  among  others,  has  been  considered  recently  in  one 
form  or  another  by  the  Missouri  Legislature. 

For  each  of  these  legislative  proposals,  the  Committee  on  Legislative  Research,  Oversight  Division  has 
assigned  a  "zero  cost"  fiscal  note  to  the  proposal. 

The  analogous  legislative  proposals  include  the  following: 

2013: 

SB  4:  http://www.moga.mo.gov/Oversight/OVER13/fishtm/0223-02N.ORG.htm 
SB  38:  http://www.moga.mo.gov/Oversight/OVER13/fishtm/0182-02N.ORG.htm 
SB  78:  http://www.moga.mo.gov/Oversight/OVER13/fishtm/0376-06N.ORG.htm 
SB  92:  http://www.moga.mo.gov/Oversight/OVER13/fishtm/0275-01N.ORG.htm 
SB  385:  http://www.moga.mo.gov/Oversight/OVER13/fishtm/1709-02N.ORG.htm 


www.ballotmeasuregroup.com 

PO  Box  190201 

St.  Louis,  MO  63119 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Attorney  General's  office, 
the  Department  of  Agriculture,  the  Department  of  Transportation,  Adair  County, 
Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene 
County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Jefferson,  the  City  of 
Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Hannibal  60  School  District,  Rockwood  R-VI 
School  District,  Linn  State  Technical  College,  Metropolitan  Community  College, 
University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  estimate  increased  annual  operating  costs  starting  at  $120,000.  Local 
governmental  entities  estimate  no  impact  to  operating  costs.  Any  potential  impact  to  state  and 
local  governmental  revenues  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-080) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $142,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $1 12.5  million  in  excise  tax  collections  if  tax  rates  are  the  minimum  15%.  ATC 
also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  Ucense 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  8  ounces  of  usable  marijuana,  16  ounces  of  marijuana 
products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid  form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 

this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  between  15%  and  30%  of  the  purchase  price.  This  excise  tax  will  not  be  a 
part  of  total  state  revenue  and  related  expenditures  not  an  expenditure  of  state 
government. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 
promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 


from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 
dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  8  oz  of  usable  marijuana,  16  oz  of  marijuana 
in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of  marijuana  extracts  at  any  given 
time.  The  state  may  limit  the  number  of  retail  licenses  issued  to  no  less  than  one 
marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state  cannot  limit  the  number  of 
licenses  a  person  may  be  granted,  or  disallow  a  person  from  holding  different  types  of 
licenses,  or  require  them  to  be  a  Missouri  resident.  The  state  may  not  disallow  a  person 
from  a  license  due  to  expugnable  past  marijuana  offenses.  The  state  may  not  require  a 
consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver  marijuana  without  charge 
to  another  over  21  years  of  age  provided  that  the  marijuana  was  purchased  from  a 
licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person  delivering  it.  The  state 
may  not  require  a  retailer  to  record  information  about  the  buyer.  The  state  may  not 
require  a  license  for  marijuana  amounts  that  are  less  than  the  household  exemption 
amounts.  This  subsection  provides  the  guidelines  for  penalties  for  a  manufacturer  that 
grows  more  marijuana  plants  than  the  household  exemption  amounts.  This  subsection 
also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes  it  impractical  to 
conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 


Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 

Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/ Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  1  Agricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 

imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 


department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 
and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  XII.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 
at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 
price. 

o  Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o   Licensing  procedures 

o  Excise  tax  collection 

o  Enforcement  and  compliance  of  licensees 

o  Fee  schedules 

o  Advertisement  regulation 


•  Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 
use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 
medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o   Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o  Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o  Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o  Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 


d.  15%  for  cities  and  counties 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 

Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 

Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Prosecuting 
Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriiis  Retirement  Fund 

Spinal  Cord  hijury  Fund 
surcharge 

ch  f\f\ 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

$8.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$15.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 

$4.00 

Pros.  Attorney  Retirement  Fund 

Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 


their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 

Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  the  petition  calls  for  the  imposition  of  a  15- 

30%  excise  tax  on  the  sale  of  marijuana,  and  a  15%  subset  of  those  monies  (excluding  an 
amount  the  general  assembly  deems  necessary  to  carry  out  the  state's  obligations)  is  set 
aside  for  cities  and  counties.  However,  there  is  no  description  of  how  such  dollars  would 
be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is  not  possible  to 
estimate  the  amount  of  marijuana  sales  that  would  take  place.  The  fiscal  impact  of  the 
petition  is  not  calculable  in  any  meaningful  way. 

Also,  there  is  unclear  language  in  the  petition,  such  as  the  section  that  states  that  no  state 
law  may  limit  the  number  of  marijuana  licenses,  provided  that  the  number  of  licensed 
marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one  marijuana  retailer  per 
2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a  minimum  number  of 
marijuana  retailers  based  on  population,  which  is  unenforceable.  Neither  state  nor  local 
governments  can  mandate  a  particular  number  of  retailers  within  their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $142  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-081) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $142,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $1 12.5  million  in  excise  tax  collections  if  tax  rates  are  the  minimum  15%.  ATC 
also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  Ucense 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  8  ounces  of  usable  marijuana,  16  ounces  of  marijuana 
products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid  form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 

this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  between  15%  and  30%  of  the  purchase  price.  This  excise  tax  will  not  be  a 
part  of  total  state  revenue  and  related  expenditures  not  an  expenditure  of  state 
government. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 
promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 


from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 
dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  8  oz  of  usable  marijuana,  16  oz  of  marijuana 
in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of  marijuana  extracts  at  any  given 
time.  The  state  may  limit  the  number  of  retail  licenses  issued  to  no  less  than  one 
marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state  cannot  limit  the  number  of 
licenses  a  person  may  be  granted,  or  disallow  a  person  from  holding  different  types  of 
licenses,  or  require  them  to  be  a  Missouri  resident.  The  state  may  not  disallow  a  person 
from  a  license  due  to  expugnable  past  marijuana  offenses.  The  state  may  not  require  a 
consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver  marijuana  without  charge 
to  another  over  21  years  of  age  provided  that  the  marijuana  was  purchased  from  a 
licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person  delivering  it.  The  state 
may  not  require  a  retailer  to  record  information  about  the  buyer.  The  state  may  not 
require  a  license  for  marijuana  amounts  that  are  less  than  the  household  exemption 
amounts.  This  subsection  provides  the  guidelines  for  penalties  for  a  manufacturer  that 
grows  more  marijuana  plants  than  the  household  exemption  amounts.  This  subsection 
also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes  it  impractical  to 
conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 


Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 

Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/ Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  1  Agricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 

imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 


department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 
and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  XII.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 
at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 
price. 

o  Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o   Licensing  procedures 

o  Excise  tax  collection 

o  Enforcement  and  compliance  of  licensees 

o  Fee  schedules 

o  Advertisement  regulation 


•  Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 
use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 
medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o   Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o  Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o  Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o  Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 


d.  15%  for  cities  and  counties 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 

Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 

Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Prosecuting 
Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriiis  Retirement  Fund 

Spinal  Cord  hijury  Fund 
surcharge 

ch  f\f\ 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

$8.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$15.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 

$4.00 

Pros.  Attorney  Retirement  Fund 

Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Traimng  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 


their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 

Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  Petitions  14-081,  14-087,  14-088,  14-089  and 

14-090  each  call  for  the  imposition  of  a  15-30%  excise  tax  on  the  sale  of  marijuana. 
Petitions  14-082,  14-083,  14-084,  14-085  and  14-086  each  state  that  a  25%  excise  tax 
shall  be  imposed  on  marijuana  sales.  In  all  cases,  a  15%  subset  of  those  monies 
(excluding  an  amount  the  general  assembly  deems  necessary  to  carry  out  the  state's 
obligations)  is  set  aside  for  cities  and  counties.  However,  there  is  no  description  of  how 
such  dollars  would  be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is 
not  possible  to  estimate  the  amount  of  marijuana  sales  that  would  take  place,  nor  the  price 
of  marijuana  in  Missouri.  The  fiscal  impact  of  the  petition  is  not  calculable  in  any 
meaningful  way. 

Also,  there  is  unclear  language  in  all  of  these  petitions,  such  as  the  section  that  states  that 
no  state  law  may  limit  the  aggregate  number  of  marijuana  licenses,  provided  that  the 
number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one 

marijuana  retailer  per  2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a 
minimum  number  of  marijuana  retailers  based  on  population,  which  is  unenforceable. 
Neither  state  nor  local  governments  can  mandate  a  particular  number  of  retailers  within 
their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $142  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-082) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $217,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $187,500  million  in  excise  tax  collections  if  tax  rates  are  the  minimum  25%. 
ATC  also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per 
2,500  people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly 


600  producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of 
$10,000  per  license  which  would  result  in  approximately  $30  million  in  license  fees. 
This  license  fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  8  marijuana  plants  and  16  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  of  25%  of  the  purchase  price. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 

promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 


dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  8  marijuana  plants  and  16  oz  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  types  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 

Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 


Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  Division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/ Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  lAgricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 
imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 
department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 


and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  Xn.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 

at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 

price. 

o   Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o   Licensing  procedures 

o   Excise  tax  collection 

o   Enforcement  and  compliance  of  licensees 

o  Fee  schedules 

o  Advertisement  regulation 
Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 


use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 

medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o   Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o   Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o   Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o  Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 


e.    15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 
Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  ProfiUng 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Prosecuting 
Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  Fund 

Spinal  Cord  Injury  Fund 
surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

$8.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 

surcharge 

$15.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 

surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Lijury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Traimng  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 


the  decrease. 


Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 
their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 


Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  Petitions  14-081,  14-087,  14-088,  14-089  and 
14-090  each  call  for  the  imposition  of  a  15-30%  excise  tax  on  the  sale  of  marijuana. 
Petitions  14-082,  14-083,  14-084,  14-085  and  14-086  each  state  that  a  25%  excise  tax 
shall  be  imposed  on  marijuana  sales.  In  all  cases,  a  15%  subset  of  those  monies 
(excluding  an  amount  the  general  assembly  deems  necessary  to  carry  out  the  state's 
obligations)  is  set  aside  for  cities  and  counties.  However,  there  is  no  description  of  how 
such  dollars  would  be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is 
not  possible  to  estimate  the  amount  of  marijuana  sales  that  would  take  place,  nor  the  price 
of  marijuana  in  Missouri.  The  fiscal  impact  of  the  petition  is  not  calculable  in  any 
meaningful  way. 

Also,  there  is  unclear  language  in  all  of  these  petitions,  such  as  the  section  that  states  that 
no  state  law  may  limit  the  aggregate  number  of  marijuana  licenses,  provided  that  the 
number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one 
marijuana  retailer  per  2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a 
minimum  number  of  marijuana  retailers  based  on  population,  which  is  unenforceable. 
Neither  state  nor  local  governments  can  mandate  a  particular  number  of  retailers  within 
their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Josepli  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $217  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-083) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $217,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $187,500  million  in  excise  tax  collections  if  tax  rates  are  the  minimum  25%. 
ATC  also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per 
2,500  people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly 


600  producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of 
$10,000  per  license  which  would  result  in  approximately  $30  million  in  license  fees. 
This  license  fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  8  marijuana  plants  and  16  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  of  25%  of  the  purchase  price. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 

promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 


dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  8  marijuana  plants  and  16  oz  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  types  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 

Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 


Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  Division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/ Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  lAgricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 
imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 
department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 


and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  Xn.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 

at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 

price. 

o   Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o   Licensing  procedures 

o   Excise  tax  collection 

o   Enforcement  and  compliance  of  licensees 

o  Fee  schedules 

o  Advertisement  regulation 
Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 


use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 

medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o   Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o   Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o   Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o  Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 


e.    15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 
Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  ProfiUng 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Prosecuting 
Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  Fund 

Spinal  Cord  Injury  Fund 
surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

$8.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 

surcharge 

$15.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 

surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Lijury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Traimng  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 


the  decrease. 


Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 
their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 


Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  Petitions  14-081,  14-087,  14-088,  14-089  and 
14-090  each  call  for  the  imposition  of  a  15-30%  excise  tax  on  the  sale  of  marijuana. 
Petitions  14-082,  14-083,  14-084,  14-085  and  14-086  each  state  that  a  25%  excise  tax 
shall  be  imposed  on  marijuana  sales.  In  all  cases,  a  15%  subset  of  those  monies 
(excluding  an  amount  the  general  assembly  deems  necessary  to  carry  out  the  state's 
obligations)  is  set  aside  for  cities  and  counties.  However,  there  is  no  description  of  how 
such  dollars  would  be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is 
not  possible  to  estimate  the  amount  of  marijuana  sales  that  would  take  place,  nor  the  price 
of  marijuana  in  Missouri.  The  fiscal  impact  of  the  petition  is  not  calculable  in  any 
meaningful  way. 

Also,  there  is  unclear  language  in  all  of  these  petitions,  such  as  the  section  that  states  that 
no  state  law  may  limit  the  aggregate  number  of  marijuana  licenses,  provided  that  the 
number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one 
marijuana  retailer  per  2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a 
minimum  number  of  marijuana  retailers  based  on  population,  which  is  unenforceable. 
Neither  state  nor  local  governments  can  mandate  a  particular  number  of  retailers  within 
their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Josepli  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $217  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-084) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $217,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $187,500  million  in  excise  tax  collections  if  tax  rates  are  25%.  ATC  also 
estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  Ucense 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 
raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  4  marijuana  plants  and  8  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  of  25%  of  the  purchase  price. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 
promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 


from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 
dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  4  marijuana  plants  and  8  oz  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  types  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 


Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 

Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  Division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/ Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  1  Agricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 

imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 


department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 
and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  XII.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 
at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 
price. 

o  Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o   Licensing  procedures 

o  Excise  tax  collection 

o  Enforcement  and  compliance  of  licensees 

o  Fee  schedules 

o  Advertisement  regulation 


•  Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 
use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 
medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o   Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o  Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o  Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o  Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 


d.  15%  for  cities  and  counties 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 

Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 

Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Prosecuting 
Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriiis  Retirement  Fund 

Spinal  Cord  hijury  Fund 
surcharge 

ch  f\f\ 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

$8.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$15.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 

$4.00 

Pros.  Attorney  Retirement  Fund 

Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Traimng  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 


their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 

Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  Petitions  14-081,  14-087,  14-088,  14-089  and 

14-090  each  call  for  the  imposition  of  a  15-30%  excise  tax  on  the  sale  of  marijuana. 
Petitions  14-082,  14-083,  14-084,  14-085  and  14-086  each  state  that  a  25%  excise  tax 
shall  be  imposed  on  marijuana  sales.  In  all  cases,  a  15%  subset  of  those  monies 
(excluding  an  amount  the  general  assembly  deems  necessary  to  carry  out  the  state's 
obligations)  is  set  aside  for  cities  and  counties.  However,  there  is  no  description  of  how 
such  dollars  would  be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is 
not  possible  to  estimate  the  amount  of  marijuana  sales  that  would  take  place,  nor  the  price 
of  marijuana  in  Missouri.  The  fiscal  impact  of  the  petition  is  not  calculable  in  any 
meaningful  way. 

Also,  there  is  unclear  language  in  all  of  these  petitions,  such  as  the  section  that  states  that 
no  state  law  may  limit  the  aggregate  number  of  marijuana  licenses,  provided  that  the 
number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one 

marijuana  retailer  per  2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a 
minimum  number  of  marijuana  retailers  based  on  population,  which  is  unenforceable. 
Neither  state  nor  local  governments  can  mandate  a  particular  number  of  retailers  within 
their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $217  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-085) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $217,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $187,500  million  in  excise  tax  collections  if  tax  rates  are  25%.  ATC  also 
estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  Ucense 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  4  marijuana  plants  and  8  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  of  25%  of  the  purchase  price. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 

promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 


dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  4  marijuana  plants  and  8  oz  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  types  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 

Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 


Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  Division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/ Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  lAgricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 
imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 
department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 


and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  Xn.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 

at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 

price. 

o   Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o   Licensing  procedures 

o   Excise  tax  collection 

o   Enforcement  and  compliance  of  licensees 

o  Fee  schedules 

o  Advertisement  regulation 
Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 


use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 

medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o   Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o   Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o   Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o  Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 


e.    15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 
Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  ProfiUng 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Prosecuting 
Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  Fund 

Spinal  Cord  Injury  Fund 
surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

$8.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 

surcharge 

$15.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 

surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Lijury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Traimng  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 


the  decrease. 


Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 
their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 


Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  Petitions  14-081,  14-087,  14-088,  14-089  and 
14-090  each  call  for  the  imposition  of  a  15-30%  excise  tax  on  the  sale  of  marijuana. 
Petitions  14-082,  14-083,  14-084,  14-085  and  14-086  each  state  that  a  25%  excise  tax 
shall  be  imposed  on  marijuana  sales.  In  all  cases,  a  15%  subset  of  those  monies 
(excluding  an  amount  the  general  assembly  deems  necessary  to  carry  out  the  state's 
obligations)  is  set  aside  for  cities  and  counties.  However,  there  is  no  description  of  how 
such  dollars  would  be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is 
not  possible  to  estimate  the  amount  of  marijuana  sales  that  would  take  place,  nor  the  price 
of  marijuana  in  Missouri.  The  fiscal  impact  of  the  petition  is  not  calculable  in  any 
meaningful  way. 

Also,  there  is  unclear  language  in  all  of  these  petitions,  such  as  the  section  that  states  that 
no  state  law  may  limit  the  aggregate  number  of  marijuana  licenses,  provided  that  the 
number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one 
marijuana  retailer  per  2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a 
minimum  number  of  marijuana  retailers  based  on  population,  which  is  unenforceable. 
Neither  state  nor  local  governments  can  mandate  a  particular  number  of  retailers  within 
their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Josepli  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $217  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-086) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $217,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $187,500  million  in  excise  tax  collections  if  tax  rates  are  25%.  ATC  also 
estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  Ucense 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  6  marijuana  plants  and  12  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  of  25%  of  the  purchase  price. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 

promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 


dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  6  marijuana  plants  and  12  oz  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  types  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 

Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 


Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  Division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/ Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  lAgricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 
imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 
department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 


and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  Xn.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 

at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 

price. 

o   Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o   Licensing  procedures 

o   Excise  tax  collection 

o   Enforcement  and  compliance  of  licensees 

o  Fee  schedules 

o  Advertisement  regulation 
Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 


use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 

medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o   Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o   Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o   Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o  Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 


e.    15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 
Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  ProfiUng 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Prosecuting 
Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  Fund 

Spinal  Cord  Injury  Fund 
surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

$8.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 

surcharge 

$15.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 

surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Lijury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Traimng  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 


the  decrease. 


Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 
their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 


Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  Petitions  14-081,  14-087,  14-088,  14-089  and 
14-090  each  call  for  the  imposition  of  a  15-30%  excise  tax  on  the  sale  of  marijuana. 
Petitions  14-082,  14-083,  14-084,  14-085  and  14-086  each  state  that  a  25%  excise  tax 
shall  be  imposed  on  marijuana  sales.  In  all  cases,  a  15%  subset  of  those  monies 
(excluding  an  amount  the  general  assembly  deems  necessary  to  carry  out  the  state's 
obligations)  is  set  aside  for  cities  and  counties.  However,  there  is  no  description  of  how 
such  dollars  would  be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is 
not  possible  to  estimate  the  amount  of  marijuana  sales  that  would  take  place,  nor  the  price 
of  marijuana  in  Missouri.  The  fiscal  impact  of  the  petition  is  not  calculable  in  any 
meaningful  way. 

Also,  there  is  unclear  language  in  all  of  these  petitions,  such  as  the  section  that  states  that 
no  state  law  may  limit  the  aggregate  number  of  marijuana  licenses,  provided  that  the 
number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one 
marijuana  retailer  per  2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a 
minimum  number  of  marijuana  retailers  based  on  population,  which  is  unenforceable. 
Neither  state  nor  local  governments  can  mandate  a  particular  number  of  retailers  within 
their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Josepli  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $217  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-087) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $142,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $1 12.5  million  in  excise  tax  collections  if  tax  rates  are  the  minimum  15%.  ATC 
also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  Ucense 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  removes  the 
language  dealing  with  the  definition  for  "Expungeable  marijuana  offense.  It  also  sets  out 
household  exemption  limits  of  6  marijuana  plants  and  12  ounces  of  usable  marijuana,  12 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  between  15%  and  30%  of  the  purchase  price.  This  excise  tax  will  not  be  a 
part  of  total  state  revenue  and  related  expenditures  not  an  expenditure  of  state 
government. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 
promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 

marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 


provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 
dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  6  marijuana  plants  and  12  ounces  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  tj^es  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 


Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 

Section  35(a)  14,  regarding  convictions  of  marijuana  offenses  being  expungeable  was 
removed  and  renumbered  and  now  this  section  clarifies  that  contracts  relating  to  the 
manufacturing,  producing,  delivering,  possessing  or  using  marijuana  are  not 
unenforceable  just  because  they  are  prohibited  by  federal  law. 

Section  35(a)15,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 

federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  16  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  17,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  Division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 

year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  lAgricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  PTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 


Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 

imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 
department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 
and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  XII.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 

at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 

price. 

o  Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 
o   Licensing  procedures 
o   Excise  tax  collection 
o   Enforcement  and  compliance  of  licensees 


o  Fee  schedules 

o   Advertisement  regulation 

•  Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 
use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 
medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o  Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o  Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o  Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o   Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 
a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 


b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 
Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 

State  of  Missouri  -  DNA  Profiling 

surcharge 

$30.00 

Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 

State  of  Missouri  -  Independent  Living 

Fund  surcharge 

$1.00 

Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 

Training  (POST)  Commission 

State  of  Missouri  -  Peace  Officer 

surcharge 

$1.00 

Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 

Fund 

ch  A  c\c\ 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 

State  of  Missouri  -  Prosecuting 

Fund  surcharge 

$1.00 

Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 

surcharge  (except  21st  Circuit) 

$3.00 
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Sheriffs  Retirement  Fund 

Spinal  Cord  Injury  Fund 
surcharge 

cho  c\c\ 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

lotal 

q)Z/y.DU 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 

State  of  Missouri  -  Basic  Civil  Legal 

Fund  surcharge 

$8.00 

Services  Fund 

/^l       1  T7 

Clerk  Fee 

ch  1  c  c\c\ 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

State  of  Missouri  -  Court  Automation 

Court  Automation  Fund  Fee 

$7.00 

Fund 

Crime  Victims'  Compensation 

State  of  Missouri  -  Crime  Victims' 

Fund  surcharge 

$7.50 

Compensation  Fund 

DNA  Profiling  Analysis  Fund 

State  of  Missouri  -  DNA  Profiling 

surcharge 

$15.00 

Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 

surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 
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Sheriffs  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Traimng  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 

Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 

We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 

caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 


In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 
their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 

Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  Petitions  14-081,  14-087,  14-088,  14-089  and 
14-090  each  call  for  the  imposition  of  a  15-30%  excise  tax  on  the  sale  of  marijuana. 
Petitions  14-082,  14-083,  14-084,  14-085  and  14-086  each  state  that  a  25%  excise  tax 
shall  be  imposed  on  marijuana  sales.  In  all  cases,  a  15%  subset  of  those  monies 
(excluding  an  amount  the  general  assembly  deems  necessary  to  carry  out  the  state's 
obligations)  is  set  aside  for  cities  and  counties.  However,  there  is  no  description  of  how 
such  dollars  would  be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is 
not  possible  to  estimate  the  amount  of  marijuana  sales  that  would  take  place,  nor  the  price 
of  marijuana  in  Missouri.  The  fiscal  impact  of  the  petition  is  not  calculable  in  any 
meaningful  way. 

Also,  there  is  unclear  language  in  all  of  these  petitions,  such  as  the  section  that  states  that 
no  state  law  may  limit  the  aggregate  number  of  marijuana  licenses,  provided  that  the 
number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one 
marijuana  retailer  per  2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a 
minimum  number  of  marijuana  retailers  based  on  population,  which  is  unenforceable. 
Neither  state  nor  local  governments  can  mandate  a  particular  number  of  retailers  within 
their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 


Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $142  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-088) 

Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $142,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $112,500  million  in  excise  tax  collections  if  tax  rates  are  15%.  ATC  also 
estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  Ucense 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  6  marijuana  plants  and  12  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  of  a  minimum  of  15%  of  the  purchase  price. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 

promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 


dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  6  marijuana  plants  and  12  oz  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  types  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 

Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 


Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  Division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/ Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  lAgricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 
imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 
department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 


and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  Xn.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 

at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 

price. 

o   Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o   Licensing  procedures 

o   Excise  tax  collection 

o   Enforcement  and  compliance  of  licensees 

o  Fee  schedules 

o  Advertisement  regulation 
Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 


use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 

medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o   Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o   Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o   Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o  Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 


e.    15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 
Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  ProfiUng 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Prosecuting 
Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  Fund 

Spinal  Cord  Injury  Fund 
surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

$8.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 

surcharge 

$15.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 

surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Lijury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Traimng  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 


the  decrease. 


Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 
their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 


Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  Petitions  14-081,  14-087,  14-088,  14-089  and 
14-090  each  call  for  the  imposition  of  a  15-30%  excise  tax  on  the  sale  of  marijuana. 
Petitions  14-082,  14-083,  14-084,  14-085  and  14-086  each  state  that  a  25%  excise  tax 
shall  be  imposed  on  marijuana  sales.  In  all  cases,  a  15%  subset  of  those  monies 
(excluding  an  amount  the  general  assembly  deems  necessary  to  carry  out  the  state's 
obligations)  is  set  aside  for  cities  and  counties.  However,  there  is  no  description  of  how 
such  dollars  would  be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is 
not  possible  to  estimate  the  amount  of  marijuana  sales  that  would  take  place,  nor  the  price 
of  marijuana  in  Missouri.  The  fiscal  impact  of  the  petition  is  not  calculable  in  any 
meaningful  way. 

Also,  there  is  unclear  language  in  all  of  these  petitions,  such  as  the  section  that  states  that 
no  state  law  may  limit  the  aggregate  number  of  marijuana  licenses,  provided  that  the 
number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one 
marijuana  retailer  per  2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a 
minimum  number  of  marijuana  retailers  based  on  population,  which  is  unenforceable. 
Neither  state  nor  local  governments  can  mandate  a  particular  number  of  retailers  within 
their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $142  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-089) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $142,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $112,500  million  in  excise  tax  collections  if  tax  rates  are  15%.  ATC  also 
estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  Ucense 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  6  marijuana  plants  and  12  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  of  a  minimum  of  15%  of  the  purchase  price. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 

promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 


dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  6  marijuana  plants  and  12  oz  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  types  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 

Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 


Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 

2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  Division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/ Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  lAgricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 
imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 
department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 
and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 


subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  XII.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 

at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 

price. 

o  Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o   Licensing  procedures 

o  Excise  tax  collection 

o  Enforcement  and  compliance  of  licensees 

o  Fee  schedules 

o   Advertisement  regulation 
Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 


use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 

medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o   Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o   Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o   Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o  Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 


e.    15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 
Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  ProfiUng 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Prosecuting 
Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  Fund 

Spinal  Cord  Injury  Fund 
surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

$8.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 

surcharge 

$15.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 

surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Lijury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Traimng  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 


the  decrease. 


Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 
their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 


Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  Petitions  14-081,  14-087,  14-088,  14-089  and 
14-090  each  call  for  the  imposition  of  a  15-30%  excise  tax  on  the  sale  of  marijuana. 
Petitions  14-082,  14-083,  14-084,  14-085  and  14-086  each  state  that  a  25%  excise  tax 
shall  be  imposed  on  marijuana  sales.  In  all  cases,  a  15%  subset  of  those  monies 
(excluding  an  amount  the  general  assembly  deems  necessary  to  carry  out  the  state's 
obligations)  is  set  aside  for  cities  and  counties.  However,  there  is  no  description  of  how 
such  dollars  would  be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is 
not  possible  to  estimate  the  amount  of  marijuana  sales  that  would  take  place,  nor  the  price 
of  marijuana  in  Missouri.  The  fiscal  impact  of  the  petition  is  not  calculable  in  any 
meaningful  way. 

Also,  there  is  unclear  language  in  all  of  these  petitions,  such  as  the  section  that  states  that 
no  state  law  may  limit  the  aggregate  number  of  marijuana  licenses,  provided  that  the 
number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one 
marijuana  retailer  per  2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a 
minimum  number  of  marijuana  retailers  based  on  population,  which  is  unenforceable. 
Neither  state  nor  local  governments  can  mandate  a  particular  number  of  retailers  within 
their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $142  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
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Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  fi-om  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $142,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  aimually,  resulting  in 
possibly  $1 12.5  million  in  excise  tax  collections  if  tax  rates  are  the  minimum  15%.  ATC 
also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  license 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  8  marijuana  plants  and  16  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  fi-om  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  between  15%  and  30%  of  the  purchase  price.  This  excise  tax  will  not  be  a 
part  of  total  state  revenue  and  related  expenditures  not  an  expenditure  of  state 
government. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 
promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 


Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 
dedicated  fund  shall:  be  appropriated  ixom  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  8  marijuana  plants  and  16  ounces  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  types  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  fi-om  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  fi-om  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 


Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 

Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  Division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  frack  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/ Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  1  Agricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  PTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Confrol  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 

has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 

imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 


department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 
and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  XII.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  exfracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  exfracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 
at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 
price. 

o  Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o   Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  resfrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Confrol  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o    Licensing  procedures 

o   Excise  tax  collection 

o   Enforcement  and  compliance  of  licensees 

o   Fee  schedules 

o   Advertisement  regulation 


•  Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 
use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 
medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o    Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o   Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o   Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o   Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o    Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1 .  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%)  for  mental  health  and  substance  abuse  programs 


d.  1 5%  for  cities  and  counties 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 

institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  fi-om  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 

Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 

Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 

Training  (POST)  Commission 

State  of  Missouri  -  Peace  Officer 

surcharge 

Si. 00 

Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 

Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 

State  of  Missouri  -  Prosecuting 

Fund  surcharge 

$1.00 

Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 

surcharge  (except  21st  Circuit) 

$3.00 

Sheritts  Retirement  Fund 

Spinal  Cord  hijury  Fund 
surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 

State  of  Missouri  -  Basic  Civil  Legal 

Fund  surcharge 

$8.00 

Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

State  of  Missouri  -  Court  Automation 

Court  Automation  Fund  Fee 

$7.00 

Fund 

Crime  Victims'  Compensation 

State  of  Missouri  -  Crime  Victims' 

Fund  surcharge 

$7.50 

Compensation  Fund 

DNA  Profiling  Analysis  Fund 

State  of  Missouri  -  DNA  Profiling 

surcharge 

$15.00 

Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 

Training  (POST)  Commission 

State  of  Missouri  -  Peace  Officer 

surcharge 

$1.00 

Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 

$4.00 

Pros.  Attorney  Retirement  Fund 

Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 

Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 


their  own  home.  The  resuh  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 

Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  Petitions  14-081,  14-087,  14-088,  14-089  and 

14-090  each  call  for  the  imposition  of  a  15-30%  excise  tax  on  the  sale  of  marijuana. 
Petitions  14-082,  14-083,  14-084,  14-085  and  14-086  each  state  that  a  25%  excise  tax 
shall  be  imposed  on  marijuana  sales.  In  all  cases,  a  15%)  subset  of  those  monies 
(excluding  an  amount  the  general  assembly  deems  necessary  to  carry  out  the  state's 
obligations)  is  set  aside  for  cities  and  counties.  However,  there  is  no  description  of  how 
such  dollars  would  be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is 
not  possible  to  estimate  the  amount  of  marijuana  sales  that  would  take  place,  nor  the  price 
of  marijuana  in  Missouri.  The  fiscal  impact  of  the  petition  is  not  calculable  in  any 
meaningful  way. 

Also,  there  is  unclear  language  in  all  of  these  petitions,  such  as  the  section  that  states  that 
no  state  law  may  limit  the  aggregate  number  of  marijuana  licenses,  provided  that  the 
number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one 
marijuana  retailer  per  2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a 
minimum  number  of  marijuana  retailers  based  on  population,  which  is  unenforceable. 
Neither  state  nor  local  governments  can  mandate  a  particular  number  of  retailers  within 
their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  milUon  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  milUon,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $142  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-091) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $142,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $1 12.5  million  in  excise  tax  collections  if  tax  rates  are  the  minimum  15%.  ATC 
also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  Ucense 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  removes  the 
language  dealing  with  the  definition  for  "Expungeable  marijuana  offense.  It  also  sets  out 
household  exemption  limits  of  4  marijuana  plants  and  8  ounces  of  usable  marijuana,  12 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  between  15%  and  30%  of  the  purchase  price.  This  excise  tax  will  not  be  a 
part  of  total  state  revenue  and  related  expenditures  not  an  expenditure  of  state 
government. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 
promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 

marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 


provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 
dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  4  marijuana  plants  and  8  ounces  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  tj^es  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 


Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 

Section  35(a)  14,  regarding  convictions  of  marijuana  offenses  being  expungeable  was 
removed  and  renumbered  and  now  this  section  clarifies  that  contracts  relating  to  the 
manufacturing,  producing,  delivering,  possessing  or  using  marijuana  are  not 
unenforceable  just  because  they  are  prohibited  by  federal  law. 

Section  35(a)15,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 

federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  16  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  17,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  Division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 

year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  lAgricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  PTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 


Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 

imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 
department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 
and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  XII.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 

at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 

price. 

o  Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 
o   Licensing  procedures 
o   Excise  tax  collection 
o   Enforcement  and  compliance  of  licensees 


o  Fee  schedules 

o   Advertisement  regulation 

•  Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 
use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 
medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o  Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o  Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o  Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o   Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 
a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 


b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 

Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Prosecuting 
Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriiis  Retirement  Fund 

Spinal  Cord  Injury  Fund 
surcharge 

ch  o  r\r\ 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

$8.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$15.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 

surcharge  (except  21st  Circuit) 

$3.00 

Sherirrs  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 

surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 

Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 


their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 

Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  the  petition  calls  for  the  imposition  of  a  15- 

30%  excise  tax  on  the  sale  of  marijuana,  and  a  15%  subset  of  those  monies  (excluding  an 
amount  the  general  assembly  deems  necessary  to  carry  out  the  state's  obligations)  is  set 
aside  for  cities  and  counties.  However,  there  is  no  description  of  how  such  dollars  would 
be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is  not  possible  to 
estimate  the  amount  of  marijuana  sales  that  would  take  place.  The  fiscal  impact  of  the 
petition  is  not  calculable  in  any  meaningful  way. 

Also,  there  is  unclear  language  in  the  petition,  such  as  the  section  that  states  that  no  state 
law  may  limit  the  number  of  marijuana  licenses,  provided  that  the  number  of  licensed 
marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one  marijuana  retailer  per 
2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a  minimum  number  of 
marijuana  retailers  based  on  population,  which  is  unenforceable.  Neither  state  nor  local 
governments  can  mandate  a  particular  number  of  retailers  within  their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $142  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-092) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  13,  2013) 

Date 

January  6,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  create  an  unknown  increase  in  state  revenues. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $142,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $1 12.5  million  in  excise  tax  collections  if  tax  rates  are  the  minimum  15%.  ATC 
also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  Ucense 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 
household  exemption  limits  of  4  marijuana  plants  and  8  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  between  15%  and  30%  of  the  purchase  price.  This  excise  tax  will  not  be  a 
part  of  total  state  revenue  and  related  expenditures  not  an  expenditure  of  state 
government. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 
promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 


Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 
dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  4  marijuana  plants  and  8  ounces  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  tj^es  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 


Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 

Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  Division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 

cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  lAgricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  PTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 

administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 
imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however. 


there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 
department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 
and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  XII.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 

Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-092  set  the  tax  rate 

at  not  less  than  fifteen  percent,  but  not  more  than  thirty  percent  of  the  purchase 

price. 

o  Petitions  14-082,  14-083,  14-084,  14-085,  14-086  set  the  tax  rate  at  twenty-five 
percent. 

o  Petitions  14-080,  14-081,  14-087,  14-088,  14-089,  14-090,  14-090,  14-091,  and 
14-092  restrict  the  expenditures  from  this  additional  revenue  to  not  be  an 
"expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o   Licensing  procedures 

o  Excise  tax  collection 

o  Enforcement  and  compliance  of  licensees 

o  Fee  schedules 

o  Advertisement  regulation 


•  Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 
use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 
medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o   Petitions  14-087  and  14-091  does  not  permit  expungement  of  marijuana  offenses 

no  longer  illegal  under  this  act. 
o  Petitions  14-081,  14-083,  14-085,  14-086,  14-089,  and  14-090  permit  those 

persons  incarcerated  solely  on  charges  related  to  marijuana  offenses  no  longer 

illegal  under  this  act  to  be  immediately  released. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the  scope 
of  the  petition. 

o  Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana, 
o   Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o  Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o   Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol 
and  tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a  reserve 
fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 


d.  15%  for  cities  and  counties 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such 
institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  Stat  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 

Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 

Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Prosecuting 
Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriiis  Retirement  Fund 

Spinal  Cord  hijury  Fund 
surcharge 

ch  f\f\ 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 
Fund  surcharge 

$8.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$15.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 

$4.00 

Pros.  Attorney  Retirement  Fund 

Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Traimng  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  these  fiscal  notes  will  critically  effect  fiscal 
balance  across  the  state  of  Missouri.  Due  to  heightened  abuse  that  will  occur,  as  it  clearly 
has  with  alcohol,  heightened  substance  addiction  will  occur  with  the  heightened  crime 
and  addiction  treatment. 

In  Alaska,  the  State  Supreme  Court  had  said  the  right  of  the  state  to  protect  itself  from  an 
individual  using  marijuana  was  outweighed  by  the  individual's  right  to  use  marijuana  in 


their  own  home.  The  result  was  an  increase  in  violent  crime.  After  recriminalized,  violent 
crime  dropped  to  close  to  pre-semi-legalization  levels. 

Marijuana  legalization  will  burden  all  Missouri  counties  in  a  fiscally  significant  way,  due 
to  both  violent  crime  and  property  crimes  increasing.  Lastly,  understand  the  cost  of 
addiction  on  society.  Legalizing  any  drug  will  not  reduce  property  and  violent  crimes  or 
addiction  treatment. 

Officials  from  St.  Louis  County  indicated  the  petition  calls  for  the  imposition  of  a  15- 

30%  excise  tax  on  the  sale  of  marijuana,  and  a  15%  subset  of  those  monies  (excluding  an 
amount  the  general  assembly  deems  necessary  to  carry  out  the  state's  obligations)  is  set 
aside  for  cities  and  counties.  However,  there  is  no  description  of  how  such  dollars  would 
be  distributed  between  cities  and  counties  (e.g.,  per  capita),  and  it  is  not  possible  to 
estimate  the  amount  of  marijuana  sales  that  would  take  place.  The  fiscal  impact  of  the 
petition  is  not  calculable  in  any  meaningful  way. 

Also,  there  is  unclear  language  in  the  petition,  such  as  the  section  that  states  that  no  state 
law  may  limit  the  number  of  marijuana  licenses,  provided  that  the  number  of  licensed 
marijuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one  marijuana  retailer  per 
2,500  inhabitants.  This  section  on  page  five  appears  to  dictate  a  minimum  number  of 
marijuana  retailers  based  on  population,  which  is  unenforceable.  Neither  state  nor  local 
governments  can  mandate  a  particular  number  of  retailers  within  their  jurisdictions. 

Officials  from  the  City  of  Jefferson  indicated  no  fiscal  impact  for  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $142  million.  The  fiscal  impact  to  local 
governments  is  unknown. 
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Subject 

Initiative  petition  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  December  23,  2013) 

Date 

January  13,  2014 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  University  of  Central  Missouri,  Harris-Stowe  State  University,  Lincoln 
University,  Missouri  State  University,  Missouri  Southern  State  University,  Missouri 
Western  State  University,  Northwest  Missouri  State  University,  Southeast  Missouri 
State  University,  and  Truman  State  University. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

Section  26 

The  proposal  imposes  a  new  special  assessment  in  the  amount  of  $0,034  on  the  sale  of 
every  vapor  product  unit.  In  addition,  an  equity  assessment  fee  is  imposed  upon  the 
purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  of  non- 
participating  manufacturer  cigarettes  at  the  rate  of  $0.55  per  package  of  20  cigarettes. 
We  defer  to  DOR  in  regard  to  collection  amounts  resulting  from  the  assessments  and 
fees. 

Section  27 

The  individual  income  tax  is  reduced  per  "reduction  factor"  (i.e.  the  percentage,  rounded 
to  the  nearest  tenth  of  one  percent  but  not  less  than  one  tenth  of  one  percent,  sufficient  to 
reduce  tax  collections  by  the  amount  collected  from  the  fees  or  assessments  imposed). 
The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the 
reduction  factor  effective  the  immediately  ensuing  tax  year.  If  the  existing  rate  of  the 
individual  income  tax  is  one  tenth  of  one  percent  or  less,  then  the  individual  income  tax 
shall  be  permanently  eliminated  and  the  general  assembly  shall  not  have  the  authority  to 
impose  a  tax  on  or  measured  by  income  or  earnings  of  an  individual. 

Summary 

All  revenues  generated  shall  be  used  to  reduce  the  individual  income  tax.  Based  on  this 
assumption,  the  state  school  foundation  formula  would  not  be  negatively  impacted 
fiscally.  However,  the  proposal  appears  to  address  the  reduction  and\or  permanent 
elimination  of  the  individual  income  tax  rate.  It  does  not  appear  to  allow  for  an  increase 
or  adjustment  to  the  individual  income  tax  rate  when  the  collection  of  assessments  and 
fees  are  insufficient  to  cover  the  reduction  factor  in  any  previous  year.  This  could 
ultimately  lead  to  a  situation  where  there  are  minimal  taxes  collected  from  individual 
income  taxes  and  minimal  collections  from  the  assessments  and  fees  created  here,  such 
that  state  revenues  could  be  significantly  diminished.  This  would  negatively  impact  the 
state  school  foundation  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  this  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  Although  the  petition  would  levy  new 
taxes,  it  appears  the  adjustment  to  other  taxes  would  result  in  a  zero  total  impact.  In  any 
regard,  the  potential  change  in  revenue  is  unknown  and  would  not  constitute  a  savings  to 
their  department. 


Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  increased  operating  costs  for  the 
department  will  be  $258,724  for  fiscal  year  2015,  $206,774  for  fiscal  year  2016,  and 
$208,925  for  fiscal  year  2017. 

The  IT  portion  of  this  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $55,037. 
This  value  is  based  on  2,016  FTE  hours. 

This  amendment  may  result  in  a  decrease  in  Total  State  Revenue.  The  increase  due  to  the 
$0,034  tax  on  vapor  product  units  is  unknown.  The  $0.55  assessment  on  all  non- 
participating  manufacturer  cigarettes  will  result  in  an  increase  of  $71.2  million  in  the  first 
year.  This  increase  will  result  in  a  reduction  in  the  individual  income  tax  rate  to  5.8 
percent,  decreasing  general  revenue  by  an  estimated  $138  million.  The  department 
assumes  that  the  assessments  charged  to  vapor  unit  products  and  non-participating 
manufacturer  cigarette  packages  will  be  deposited  into  the  General  Revenue  fund, 
resulting  in  a  net  loss  of  $66.8  million  dollars  to  general  revenue. 

The  increase  in  assessments  on  vapor  products  and  cigarettes  increases  state  revenues. 
However,  the  permanent  reduction  in  individual  income  tax  rates  will  result  in  a 
reduction  of  general  revenue. 

Section  26 

This  section  proposes  a  new  assessment  of  $0,034  on  vapor  product  units.  The  revenue 
generated  from  this  assessment  reduces  the  individual  income  tax  rate.  The  petition  also 
imposes  an  equity  assessment  fee  of  $0.55  per  pack  of  non-participating  manufacturer 
cigarettes.  In  addition  to  the  above  assessments,  the  petition  makes  any  person  that,  for 
commercial  purposes,  operates  or  maintains  a  machine  that  enables  a  person  to  create  a 
"roll  your  own"  cigarette  to  be  considered  a  manufacturer. 


The  department  has  no  information  on  the  number  of  vapor  product  units  sold  in  the  state. 
OA-BP  may  be  able  to  provide  more  information  on  the  impact  of  this  assessment. 

In  calendar  year  2012,  133.4  million  non-participating  manufacturer  cigarette  packages 
were  sold.  The  $0.55  assessment  on  all  will  increase  revenues  by  $71.2  million  dollars, 
assuming  wholesalers  receive  the  3  percent  discount  established  in  Chapter  149,  RSMo. 

If  revenues  are  increased  due  to  these  assessments,  the  individual  income  tax  rate  will  be 
reduced  ro  5.8  percent,  resulting  in  a  loss  to  general  revenue  of  $138  million  dollars  the 
first  year  the  rate  is  reduced. 

Section  27 

This  section  permanently  reduces  individual  income  tax  by  the  amount  collected  by  the 
state  from  the  assessments  imposed  in  Section  26. 

Administrative  Impact: 
Personal  Tax: 
Section  27 

Personal  Tax  requires  programming  support  and  forms  changes.  Additionally,  one  (1) 
Revenue  Processing  Technician  I  will  be  required  to  process  correspondence. 

Collections  &  Tax  Assistance  (CATA): 

Based  on  Section  27(b),  CATA  anticipates  additional  customer  contacts  due  to  the  tax 
rate  change  and  adjustment  notices.  CATA  requires  two  (2)  Tax  Collection  Technicians  I 
for  additional  contacts  on  the  non-delinquent  and  delinquent  tax  lines  and  one  (1) 
Revenue  Processing  Technician  I  for  contacts  to  the  field  offices.  Each  technician 
requires  CARES  equipment  and  licenses. 

Excise  Tax: 
Section  26(a) 

Depending  on  who  collects  the  tax,  either  250  licensed  wholesalers  or  approximately 
4,500  retailers  need  to  be  notified  of  the  provisions  of  this  amendment.  New  reporting 
forms  would  need  to  be  developed  and  a  program  would  be  needed  to  track  the 
information. 

Excise  Tax  requires  one  (1)  Revenue  Processing  Technician  I  for  every  3,000  returns. 
Section  26(b) 

The  department  assumes  that  all  revenues  collected  would  go  to  the  General  Revenue 
fund.  This  would  require  changes  to  the  cashiering  functions  and  to  SAM  II  entry. 

Section  26(d) 

This  section  requires  a  Constitutional  Amendment  for  any  future  increase  to  the 
tax,  license,  fee  or  special  assessment  on  cigarettes  or  tobacco  products. 


Section  26(f) 

The  department  assumes  that  any  use  of  these  machines  in  a  commercial  setting,  which 
would  include  private  or  social  clubs,  will  be  considered  manufacturing  cigarettes.  This 
would  be  in  line  with  federal  guidelines. 

Section  26(g) 

New  reporting  forms  would  need  to  be  developed,  120  cigarette  wholesalers  would  need 
to  be  notified,  the  Peach  Tree  Accounting  System  would  require  updating  to  allow  for  the 
tax  rate  and  changes  would  need  to  be  made  to  cashiering  functions  and  to  SAM  n  entry. 

ITSD-DOR: 

Individual:      Tax  rate  reduction  -  504  hours 

Excise:  New  Vapor  Product  Excise  Tax  system  -  1008  hours 

New  assessment  on  non-participating  manufacturer  cigarettes  -  504  hours 

Total:  2,016  PTE  Hours 

Comments: 

Section  26 

Although  it  is  not  stated  within  this  amendment,  the  department  assumes  that  the 
assessments  collected  within  this  section  will  be  deposited  into  the  General  Revenue  fund 
to  offset  the  loss  of  funds  due  to  the  individual  income  tax  rate  reduction. 

Currently,  the  department  collects  other  tobacco  products  tax  on  the  manufacturer's 
invoice  price  of  a  product.  The  petition  bases  special  assessment  on  vapor  product  units, 
which  are  defined  as  .05  fluid  ounces  of  specified  material. 

Internet  research  indicates  most  material  containing  nicotine  is  measured  in  milliliters 
(ml)  not  ounces.  Therefore,  conversion  will  be  needed  to  determine  the  special 
assessment  amount  based  upon  ounces.  Additionally  electronic  cigarette  kits  contain 
cartridges  containing  small  amounts  of  fluid  (usually  somewhere  between  3  to  7 
drops).  This  may  be  difficult  to  calculate  the  amount  due. 

It  is  also  unclear  if  the  vapor  product  unit  must  contain  at  least  .05  ounces.  It  is  unclear  if 
a  kit  that  contains  two  cartridges  that  hold  less  than  .05  ounces  is  still  subject  to 
assessment.  The  department  assumes  that  the  assessment  can  be  based  upon  a  fractional 
part  of  .05  ounces.  The  department  also  assumes  that  if  a  product  contains  30  ml  then 
that  would  be  converted  to  ounces  and  divided  by  .05  to  determine  the  number  of  "Vapor 
Product  Units"  subject  to  assessment. 

The  language  is  unclear  as  to  who  would  be  responsible  for  remitting  the  special 
assessment  on  vapor  product  units,  the  wholesaler  or  the  retailer. 

If  the  FDA  regulates  these  products  under  Chapter  V  of  the  Food,  Drug  and  Cosmetics 
Act,  they  would  no  longer  be  subject  to  the  special  assessment. 


It  is  unclear  if  the  person  responsible  for  collecting  the  special  assessment  would  need  to 
be  licensed  or  not.  If  licensing  of  retailers  is  required,  additional  personnel  will  be 
needed.  Additionally,  if  licensing  is  required,  it  is  unclear  if  the  requirements  in  Chapter 
149,  which  impose  a  yearly  fee  and  requiring  submission  of  a  bonding  instrument,  apply. 
There  does  not  appear  to  be  any  penalty  provisions  for  non-compliance.  It  is  unclear  if 
the  person  remitting  the  tax  will  be  granted  any  collection  allowances.  There  are  no 
refund  provisions.  The  legislature  is  not  authorized  to  enact  any  implementing  legislation. 

The  department  assumes  the  effective  date  of  this  legislation  would  be  upon  certification 
of  the  election  results  by  the  Secretary  of  State.  This  would  not  allow  sufficient  time  to 
make  all  the  necessary  form  changes,  programming  changes  and  notifications.  It  is 
recommended  that  the  effective  date  be  changed  to  July  1,  2015. 

Current  cigarette  taxes  are  imposed  upon  the  consumer.  This  legislation  appears  to 
impose  the  tax  on  the  wholesaler,  making  the  assessment  fee  subject  to  sales  tax.  This 
may  be  confusing  to  retailers,  as  they  currently  do  not  charge  sales  tax  on  the  state 
cigarette  tax. 

As  this  legislation  requires  that  the  assessment  be  collected  in  the  same  manner  as  other 
cigarette  tax,  this  would  require  the  design  and  purchase  of  new  cigarette  stamps  to  be 
used  only  on  non-participating  manufacturer  cigarettes.  Because  of  the  special 
assessment  in  this  section,  an  additional  series  of  stamps  would  have  to  be  designed  and 
purchased.  Requiring  separate  stamps  would  put  a  burden  on  the  wholesaler. 

The  department  budgets  for  and  purchases  all  cigarette  stamps  for  the  fiscal  year  at  one 
time.  The  implementation  of  a  new  tax  at  a  time  other  than  the  beginning  of  a  fiscal  year 
could  result  in  inventory  of  stamps  that  will  be  obsolete  and  would  have  to  be 
destroyed.  Additionally  there  may  not  be  sufficient  funds  in  the  budget  to  allow  the 
purchase  of  the  new  stamps. 

The  department  assumes  that  the  compensation  allowance  of  3  percent  provided  for  in 
Chapter  149.021  RSMo  would  apply  to  the  special  assessment  fee  as  the  fee  is  to  be 
collected  in  the  same  way  as  other  cigarette  taxes.  The  department  also  assumes  that  this 
would  allow  for  the  credit  or  refund  on  returned  stamps. 

The  department  assumes  that  any  use  of  rolling  machines  in  a  commercial  setting  under 
Section  26(g),  which  would  include  private  or  social  clubs,  will  be  considered 
manufacturing  cigarettes. 

Section  27 

This  section  allows  for  the  individual  income  tax  to  be  permanently  reduced.  However  it 
does  not  provide  for  any  increase  if  in  future  years  the  revenues  for  the  special 
assessments  imposed  in  Section  26  decreases.  It  is  also  unclear  if  the  rate  reduction 
occurs  if  the  assessment  amounts  collected  remain  the  same  from  year  to  year.  The 


language  is  also  vague  as  to  who  is  responsible  for  determining  whether  the  decrease  is 
reoccurring. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department.  Since  the  budget  of  any  state  agency  is  dependent  upon  the 
appropriations  process,  they  cannot  predict  whether  their  department  might  be  affected  if 
this  proposal  were  to  result  in  a  change  in  the  total  amount  of  general  revenue  available  to 
fund  state  government. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  should  be  no 
fiscal  impact  to  their  agency  as  a  result  of  the  passage  of  this  initiative  petition. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact  from  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated: 

These  proposals  create,  upon  voter  approval,  additional  taxes  on  various  tobacco 
products. 

There  should  be  no  cost  to  the  Office  of  Administration. 
Budget  &  Planning  (BAP)  provides  these  estimates: 
Vapor  Product  Units  (all  versions): 

The  proposals  create  an  additional  tax  of  $0,034  levied  on  each  "Vapor  Product  Unit" 
(VPU),  defined  as  0.05  fl.  oz.  of  nicotine  product. 

•  According  to  a  recent  analysis  by  Wells  Fargo  Securities,^  national  sales  of  e- 
cigarettes  will  total  $1.7  billion  in  2013. 

•  BAP  assumes  2%  of  this  figure  represents  sales  in  MO,  and  of  this,  90%  is  sales  of 
VPUs,  or  about  $32M. 

•  BAP  assumes  these  sales  are  in  the  form  of  "cartridges"  that  retail  for  $2  each,  or 
16M  cartridges.  Also,  each  cartridge  contains  1.5  mL  of  liquid,  for  a  total  of  24M 
mL.  However,  there  are  numerous  e-cigarette  products,  with  various  amounts  of 
fluid,  offered  at  an  array  of  prices  for  consumers  to  choose  from. 

•  BAP  notes  that  24M  mL  is  about  0.8 12M  fl.  Oz,^  which  implies  about  16.23  IM 
VPUs  are  sold  in  MO. 


^  http://www.cnbc.eom/id/1 00991 51 1#_gus 

^  http://www.convertunits.com/from/fluid+ounces/to/ml 


•      At  $0,034  per  VPU,  this  would  generate  about  $0.552M  in  additional  revenues. 

Cigarette  Tax  (versions  97,  98,  99): 

The  proposals  create  an  additional  cigarette  tax  of  $0.17  per  pack,  which  doubles  the 
current  rate  of  tax.  BAP  notes  that  cigarette  tax  revenues  in  FY13  totaled  just  over 
$86. 8M.  However,  the  additional  tax  would  reduce  the  number  of  units  sold.  BAP 
estimates  this  additional  tax  would  generate  $81.8M  of  revenues. 

Equity  Assessment  Fee  for  NPMs  (all  versions): 

The  proposals  create  an  Equity  Assessment  Fee  of  $0.55  per  pack  for  the  sale  of  Non- 
Participating  Manufacturer  cigarettes.  The  DOR  may  have  an  estimate  of  the  revenue 
that  may  be  generated. 

Rolling  Taxes  (all  versions,  v.  96&99  match,  and  v.  97&98  match). 
The  proposals  stipulate  that  any  operator  of  a  machine  that  allows  any  person  to  process 
tobacco  into  a  roll  or  tube,  or  that  provides  access  to  such  machinery,  is  a  manufacturer. 
This  may  increase  revenues,  to  the  extent  that  sellers  of  rolling  services  remit  taxes  based 
on  stamped  products,  instead  of  paying  the  "other  tobacco  products"  taxes  they  may 
currently  be  paying. 

Income  Tax  Reduction  Factor  (all  versions): 

The  proposals  require  the  existing  rate  of  the  individual  income  tax  to  be  reduced  by  a 

"reduction  factor."  There  are  several  marginal  income  tax  rates  in  statute;  BAP  assumes 
this  proposal  refers  to  the  top  marginal  rate  in  effect.  The  "reduction  factor"  means  the 
percentage,  rounded  to  the  nearest  tenth,  but  not  less  than  0.1%,  sufficient  to  reduce 
collections  by  an  amount  equal  to  the  tobacco  taxes  collected  above.  Based  on  2011  Tax 
Year  data,  BAP  estimates  each  0.1%  reduction  may  reduce  revenues  by  $69M  or  more, 
depending  on  the  rate  in  effect.  Thus,  the  "reduction  factor"  may  be  rounded  up  to  as 
much  as  0.3%,  for  a  reduction  of  at  least  $207M.  Therefore,  it  is  possible  the  reduction 
in  income  taxes  may  exceed  the  new  tobacco  revenues. 

The  reduction  factor  is  be  based  on  the  new  tobacco  revenues  collected  in  "any  state 
fiscal  year,"  as  described  in  proposed  subsection  27(a).  Further,  the  proposed  subsection 
27(b)  requires  the  income  tax  rate  to  be  "permanently  reduced"  effective  the  immediately 
ensuing  tax  year.  This  could  be  interpreted  to  mean  that  the  rate  of  income  tax  is  reduced 
every  year,  even  if  the  collection  of  tobacco  taxes  remains  stable  or  decreases,  or  if 
income  taxes  declines  because  of  economic  conditions.  This  situation  is  further  implied 
in  proposed  subsection  27(c),  which  requires  the  elimination  of  the  income  tax  if  the 
existing  rate  is  0.1  percent  or  less.  It  might  follow  that  this  proposal  eliminates  the 
income  tax  in  twenty  to  sixty  years,  so  long  as  any  of  the  proposed  tobacco  revenues 
continue  to  be  collected,  eliminating  $6  billion  in  revenue  based  on  current  collections. 


Other  Comments: 


The  reduction  in  income  tax  rates  will  reduce  general  revenues.  However,  it  is  unclear 
from  this  proposal  if  the  new  tobacco  revenues  will  be  deposited  into  general  revenue  or 
other  dedicated  fiinds. 

Any  reduction  in  the  number  of  tobacco  products  sold  may  also  reduce  sales  taxes.  This 
would  further  reduce  general  revenues,  as  well  as  those  for  schools  and  other  dedicated 
fun 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  zero  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office  other  than  if  revenues  are  significantly 
changed. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  a  fiscal  impact 
to  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  would  have  no 
fiscal  impact  on  their  city. 


Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Josepti  indicated  as  of  now,  this  would  have  no  impact  on 
city  finances  one  way  or  another.  Should  the  city  ever  enact  a  personal  income  tax,  the 
proposed  reduction  factor  could  negatively  impact  revenues  with  no  corresponding 
revenues  from  this  new  tax  to  replace  them. 

Officials  from  the  Hannibal  60  School  District  indicated  it  is  their  belief  that,  if  passed, 
this  initiative  petition  would  have  a  negative  impact  on  Elementary  and  Secondary 
Education.  The  permanent  reduction  of  taxes  could  negatively  impact  education  for 
many  years  to  come. 

Officials  from  University  of  Missouri  indicated  the  fiscal  impact  on  their  university 
would  be  tax  neutral  in  that  additional  revenues  generated  will  be  used  to  reduce  the 
individual  income  tax. 

Officials  from  the  University  of  Central  Missouri  indicated  they  estimate  no  fiscal 
impact  from  this  initiative  petition. 

Officials  from  Northwest  Missouri  State  University  indicated  no  impact. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Public  Safety,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  Metropolitan  Community  College,  St.  Louis  Community 
College,  Harris-Stowe  State  University,  Lincoln  University,  Missouri  State 
University,  Missouri  Southern  State  University,  Missouri  Western  State  University, 
Southeast  Missouri  State  University,  and  Truman  State  University. 

Fiscal  Note  Summary 

Taxes  and  fees  collected  annually  under  the  proposal  are  used  to  calculate  permanent  reductions 
to  the  individual  income  tax  rate.  This  process  over  several  decades  could  eliminate  the 
individual  income  tax,  which  would  be  approximately  $6  billion  in  annual  revenue  based  on 
current  collections.  Whether  the  proposal  will  be  revenue  neutral  cannot  be  determined. 
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Subject 

Initiative  petition  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  December  23,  2013) 

Date 

January  13,  2014 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  University  of  Central  Missouri,  Harris-Stowe  State  University,  Lincoln 
University,  Missouri  State  University,  Missouri  Southern  State  University,  Missouri 
Western  State  University,  Northwest  Missouri  State  University,  Southeast  Missouri 
State  University,  and  Truman  State  University. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

Section  26 

In  addition  to  all  other  taxes  imposed  on  tobacco  products,  an  additional  special 
assessment  of  $0.17  per  package  of  20  cigarettes  shall  be  paid  by  the  wholesaler.  The 
proposal  also  imposes  a  new  special  assessment  in  the  amount  of  $0,034  on  the  sale  of 
every  vapor  product  unit.  In  addition,  an  equity  assessment  fee  is  imposed  upon  the 
purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  of  non- 
participating  manufacturer  cigarettes  at  the  rate  of  $0.55  per  package  of  20  cigarettes. 
We  defer  to  DOR  in  regard  to  collection  amounts  resulting  from  the  assessments  and 
fees. 

Section  27 

The  individual  income  tax  is  reduced  per  "reduction  factor"  (i.e.  the  percentage,  rounded 

to  the  nearest  tenth  of  one  percent  but  not  less  than  one  tenth  of  one  percent,  sufficient  to 
reduce  tax  collections  by  the  amount  collected  from  the  fees  or  assessments  imposed). 
The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the 
reduction  factor  effective  the  immediately  ensuing  tax  year.  If  the  existing  rate  of  the 
individual  income  tax  is  one  tenth  of  one  percent  or  less,  then  the  individual  income  tax 
shall  be  permanently  eliminated  and  the  general  assembly  shall  not  have  the  authority  to 
impose  a  tax  on  or  measured  by  income  or  earnings  of  an  individual. 

Summary 

All  revenues  generated  shall  be  used  to  reduce  the  individual  income  tax.  Based  on  this 
assumption,  the  state  school  foundation  formula  would  not  be  negatively  impacted 
fiscally.  However,  the  proposal  appears  to  address  the  reduction  and\or  permanent 
elimination  of  the  individual  income  tax  rate.  It  does  not  appear  to  allow  for  an  increase 
or  adjustment  to  the  individual  income  tax  rate  when  the  collection  of  assessments  and 
fees  are  insufficient  to  cover  the  reduction  factor  in  any  previous  year.  This  could 
ultimately  lead  to  a  situation  where  there  are  minimal  taxes  collected  from  individual 
income  taxes  and  minimal  collections  from  the  assessments  and  fees  created  here,  such 
that  state  revenues  could  be  significantly  diminished.  This  would  negatively  impact  the 
state  school  foundation  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  this  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  Although  the  petition  would  levy  new 
taxes,  it  appears  the  adjustment  to  other  taxes  would  result  in  a  zero  total  impact.  In  any 


regard,  the  potential  change  in  revenue  is  unknown  and  would  not  constitute  a  savings  to 
their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  increased  operating  costs  for  the 
department  will  be  $298,756  for  fiscal  year  2015,  $248,128  for  fiscal  year  2016,  and 
$250,71 1  for  fiscal  year  2017. 

The  IT  portion  of  this  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $55,037. 
This  value  is  based  on  2,016  FTE  hours. 

This  amendment  may  result  in  decrease  in  Total  State  Revenue.  While  the  increase  due  to 
the  $0,034  tax  on  vapor  product  units  is  unknown,  the  $0.17  assessment  fee  on  all 
cigarette  packages  will  increase  revenues  by  $88.5  million  the  first  year  the  amendment 
goes  into  effect.  The  $0.55  assessment  fee  on  all  non-participating  manufacturer 
cigarettes  will  result  in  an  increase  of  $71.2  million.  This  increase  will  result  in  a 
reduction  in  the  individual  income  tax  rate  of  0.3  percent,  decreasing  general  revenue  by 
an  estimated  $206.3  million.  The  department  assumes  that  the  assessments  charged  to 
vapor  unit  products  and  non-participating  manufacturer  cigarette  packages  will  be 
deposited  into  the  General  Revenue  fund,  resulting  in  a  net  loss  of  $46.6  million  dollars 
to  general  revenue. 

The  increase  in  assessments  on  vapor  products  and  cigarettes  increases  state  revenues. 
But,  if  the  amendment  permanently  reduces  individual  income  based  on  the  increased 
assessments  and  then  vapor  products  and  cigarette  sales  decrease,  this  may  lead  to  a 
decrease  in  state  revenues. 


Section  26 

This  version  of  the  petition  adds  an  additional  $0.17  per  pack  special  assessment  on 
cigarettes  purchased  after  the  effective  date  of  this  amendment.  This  section  also 
proposes  a  new  assessment  of  $0,034  on  vapor  product  units,  and  an  additional  $0.55 
assessment  on  all  non-participating  manufacturer  cigarettes.  The  revenue  generated  from 
these  assessments  reduces  the  individual  income  tax. 

In  calendar  year  2012,  536.5  million  packages  of  cigarettes  vv'ere  reported  as  being 
stamped  for  sale  in  the  state  of  Missouri.  The  $0.17  assessment  fee  will  increase  revenues 
by  an  estimated  $88.5  million,  assuming  the  wholesalers  receive  the  3  percent  discount 
established  in  Chapter  149,  RSMo.  The  department  has  no  information  on  the  number  of 
vapor  product  units  sold  in  the  state.  OA-BP  may  be  able  to  provide  more  information  on 
the  impact  of  this  assessment. 

In  calendar  year  2012,  133.4  million  non-participating  manufacturer  cigarette  packages 
were  sold.  The  $0.55  assessment  on  all  will  increase  revenues  by  $71.2  million  dollars, 
assuming  wholesalers  receive  the  3  percent  discount. 

If  revenues  are  increased  due  to  these  assessments,  the  individual  income  tax  rate  will  be 
reduced  to  5.7  percent,  resulting  in  a  loss  to  general  revenue  of  $206.3  million  dollars  the 
first  year  the  rate  is  reduced. 

In  addition  to  the  above  assessments,  the  petition  requires  any  person  providing 
automatic  cigarette  manufacturing  services  be  considered  a  manufacturer  unless  the 
consumer  gets  exclusive  title  to  and  possession  of  the  manufacturing  equipment  prior  to 
its  use.  No  person  can  possess  more  than  1,000  cigarettes  unless  the  person  has  a  retail 
sales  license.  The  department  may  require  manufacturers,  wholesalers,  and  retailers  to 
provide  an  annual  report  on  the  quantity  of  cigarettes  sold  in  the  prior  year. 

Section  27 

This  section  permanently  reduces  individual  income  tax  by  the  amount  collected  by  the 
state  from  the  assessments  imposed  in  Section  26. 

Administrative  Impact: 

Personal  Tax: 
Section  27 

Personal  Tax  requires  programming  support  and  forms  changes.  This  will  require  one  (1) 
Revenue  Processing  Technician  I  to  process  correspondence. 

Collections  &  Tax  Assistance  (CATA): 

CATA  anticipates  additional  customer  contacts  due  to  the  tax  rate  change  and  adjustment 
notices.  CATA  requires  two  (2)  Tax  Collection  Technicians  I  for  additional  contacts  on 
the  non-delinquent  and  delinquent  tax  lines  and  one  (1)  Revenue  Processing  Technician  I 
for  contacts  to  the  field  offices.  Each  technician  requires  CARES  equipment  and 
licenses. 


Excise  Tax: 
Section  26(b) 

Depending  on  who  collects  the  tax,  either  250  licensed  wholesalers  or  approximately 
4,500  retailers  need  to  be  notified  of  the  provisions  of  this  amendment.  New  reporting 
forms  would  need  to  be  developed  and  a  program  would  be  needed  to  track  the 
information. 

Excise  Tax  requires  one  (1)  Revenue  Processing  Technician  I  for  every  3,000  returns. 
Section  26(c) 

The  department  assumes  that  all  revenues  collected  would  go  to  the  general  revenue 
fund.  This  would  require  changes  to  the  cashiering  functions  and  to  SAM  II  entry. 

Section  26(e) 

This  section  requires  a  Constitutional  Amendment  for  any  future  increase  to  the 
tax,  license,  fee  or  special  assessment  on  cigarettes  or  tobacco  products. 

Section  26(h) 

New  reporting  forms  would  need  to  be  developed,  120  cigarette  wholesalers  would  need 
to  be  notified,  the  Peach  Tree  Accounting  System  would  require  updating  to  allow  for  the 
tax  rate,  and  changes  would  need  to  be  made  to  cashiering  functions  and  to  SAM  IT 
entry. 

Section  26(j) 

If  the  department  decides  to  exercise  this  option  of  requiring  annual  reports,  then  forms 
would  need  to  be  developed,  some  type  of  program  would  need  to  be  developed  in  order 
to  track  the  information. 

Generally  manufacturers  and  wholesalers  already  file  reports,  however  if  retailers  were 
required  to  file  reports,  they  would  need  to  be  identified.  One  FTE  would  be  needed  for 
every  3,000  reports  filed. 

ITSD-DOR: 

Individual:      Tax  rate  reduction  -  504  hours 

Excise:  New  Vapor  Product  Excise  Tax  system  -  1008  hours 

New  assessment  on  non-participating  manufacturer  cigarettes  -  504  hours 
Total:  2,016  FTE  Hours 

Comments: 

Section  26 

Although  it  is  not  stated  within  this  amendment,  the  department  assumes  that  the 
assessments  collected  within  this  section  will  be  deposited  into  the  General  Revenue  fund 
to  offset  the  loss  of  funds  due  to  the  individual  income  tax  rate  reduction. 


Currently,  the  department  collects  other  tobacco  product's  tax  on  the  manufacturer's 
invoice  price  of  a  product.  To  collect  the  special  assessment  based  upon  a  number  of 
ounces  provides  special  challenges  for  the  department. 

Internet  research  indicates  most  material  containing  nicotine  is  measured  in  milliliters 
(ml)  not  ounces.  Therefore,  conversion  will  be  needed  to  determine  the  special 
assessment  amount  based  upon  ounces.  Additionally  electronic  cigarette  kits  contain 
cartridges  containing  small  amounts  of  fluid  (usually  somewhere  between  3  to  7 
drops).  This  may  be  difficult  to  calculate  the  amount  due. 

It  is  also  unclear  if  the  vapor  product  unit  must  contain  at  least  .05  ounces.  It  is  unclear  if 
a  kit  that  contains  two  cartridges  that  hold  less  than  .05  ounces  is  still  subject  to 
assessment.  The  department  assumes  that  the  assessment  can  be  based  upon  a  fractional 
part  of  .05  ounces.  The  department  also  assumes  that  if  a  product  contains  30  ml  then 
that  would  be  converted  to  ounces  and  divided  by  .05  to  determine  the  number  of  "Vapor 
Product  Units"  subject  to  assessment. 

The  language  is  unclear  as  to  who  would  be  responsible  for  remitting  the  special 
assessment  fee  whether  at  the  sale  by  the  wholesaler  to  the  retailer  or  at  the  sale  by  the 
retailer  to  the  consumer. 

If  the  FDA  should  ever  regulate  these  products  under  Chapter  V,  they  would  no  longer  be 
subject  to  the  special  assessment. 

It  is  unclear  if  the  person  responsible  for  collecting  the  special  assessment  would  need  to 
be  licensed  or  not.  If  licensing  of  retailers  is  required,  additional  personnel  will  be 
needed.  Additionally,  if  licensing  is  required,  it  is  unclear  if  the  requirements  in  Chapter 
149  can  be  applied,  which  impose  a  yearly  fee  and  requiring  submission  of  a  bonding 
instrument. 

There  does  not  appear  to  be  any  penalty  provisions  for  non-compliance.  It  is  unclear  if 
the  person  remitting  the  tax  will  be  granted  any  collection  allowances.  There  are  no 
refund  provisions. 

The  department  assumes  the  effective  date  of  this  legislation  would  be  upon  certification 
of  the  election  results  by  the  Secretary  of  State.  This  would  not  allow  sufficient  time  to 
make  all  the  necessary  form  changes,  programming  changes  and  notifications.  It  is 
recommended  that  the  effective  date  be  changed  to  July  1,  2015.  This  will  also  reduce  the 
burden  on  the  wholesalers  required  to  implement  the  assessment  in  the  middle  of  the 
month. 

Although  it  is  not  stated  within  this  amendment,  the  department  assumes  that  the 
assessments  collected  within  this  section  will  be  deposited  into  the  General  Revenue  fund 
to  offset  the  loss  of  funds  due  to  the  individual  income  tax  rate  reduction. 


Current  cigarette  taxes  are  imposed  upon  the  consumer.  This  legislation  appears  to 
impose  the  tax  on  the  wholesaler,  making  the  assessment  fee  subject  to  sales  tax.  This 
may  be  confusing  to  retailers,  as  they  currently  do  not  charge  sales  tax  on  the  state 
cigarette  tax. 

As  this  legislation  requires  that  the  assessment  be  collected  in  the  same  manner  as  other 
cigarette  tax,  this  would  require  the  design  and  purchase  of  new  cigarette  stamps  to  be 
used  only  on  non-participating  manufacturer  cigarettes.  Because  of  the  special 
assessment  in  this  section,  an  additional  series  of  stamps  would  have  to  be  designed  and 
purchased.  Although  a  separate  stamp  could  be  developed,  in  consultation  with  a 
cigarette  wholesaler,  this  would  put  an  extreme  burden  on  wholesaler  in  order  to  apply 
separate  stamps  to  each  pack  of  cigarettes. 

The  department  budgets  for  and  purchases  all  cigarette  stamps  for  the  fiscal  year  at  one 
time.  The  implementation  of  a  new  tax  at  a  time  other  than  the  beginning  of  a  fiscal  year 
could  result  in  inventory  of  stamps  that  will  be  obsolete  and  would  have  to  be 
destroyed.  Additionally,  there  may  not  be  sufficient  funds  in  the  budget  to  allow  the 
purchase  of  the  new  stamps. 

The  department  assumes  that  the  compensation  allowance  of  3  percent  provided  for  in 
Chapter  149.021  RSMo  would  apply  to  the  special  assessment  fee,  as  the  fee  is  to  be 
collected  in  the  same  way  as  other  cigarette  taxes.  The  department  also  assumes  that  as 
this  assessment  is  to  be  collected  in  the  same  manner  as  other  cigarette  taxes,  this  would 
allow  for  the  credit  or  refund  on  returned  stamps. 

Section  26(i)  states  that  no  person  required  to  have  a  license  may  buy  or  sell  tobacco 
products  from  an  unlicensed  person.  It  is  unclear  as  to  what  type  of  license  they  are 
referring  to. 

Section  27 

This  section  allows  for  the  individual  income  tax  to  be  permanently  reduced.  However  it 
does  not  provide  for  any  increase  if  in  future  years  the  revenues  for  the  special 
assessments  imposed  in  Section  26  decreases.  It  is  also  unclear  if  the  rate  reduction 
occurs  if  the  assessment  amounts  collected  remain  the  same  from  year  to  year.  The 
language  is  also  vague  as  to  who  is  responsible  for  determining  whether  the  decrease  is 
reoccurring. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department.  Since  the  budget  of  any  state  agency  is  dependent  upon  the 

appropriations  process,  they  cannot  predict  whether  their  department  might  be  affected  if 
this  proposal  were  to  result  in  a  change  in  the  total  amount  of  general  revenue  available  to 
fund  state  government. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  there  should  be  no 
fiscal  impact  to  their  agency  as  a  result  of  the  passage  of  this  initiative  petition. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact  from  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated: 

These  proposals  create,  upon  voter  approval,  additional  taxes  on  various  tobacco 
products. 

There  should  be  no  cost  to  the  Office  of  Administration. 
Budget  &  Planning  (BAP)  provides  these  estimates: 

Vapor  Product  Units  (all  versions): 

The  proposals  create  an  additional  tax  of  $0,034  levied  on  each  "Vapor  Product  Unit" 
(VPU),  defined  as  0.05  fl.  oz.  of  nicotine  product. 

•  According  to  a  recent  analysis  by  Wells  Fargo  Securities,^  national  sales  of  e- 
cigarettes  will  total  $1.7  billion  in  2013. 

•  BAP  assumes  2%  of  this  figure  represents  sales  in  MO,  and  of  this,  90%  is  sales  of 
VPUs,  or  about  $32M. 

•  BAP  assumes  these  sales  are  in  the  form  of  "cartridges"  that  retail  for  $2  each,  or 
16M  cartridges.  Also,  each  cartridge  contains  1.5  mL  of  liquid,  for  a  total  of  24M 
mL.  However,  there  are  numerous  e-cigarette  products,  with  various  amounts  of 
fluid,  offered  at  an  array  of  prices  for  consumers  to  choose  from. 

•  BAP  notes  that  24M  mL  is  about  0.8 12M  fl.  Oz,^  which  implies  about  16.23  IM 
VPUs  are  sold  in  MO. 

•  At  $0,034  per  VPU,  this  would  generate  about  $0.552M  in  additional  revenues. 

Cigarette  Tax  (versions  97,  98,  99): 

The  proposals  create  an  additional  cigarette  tax  of  $0.17  per  pack,  which  doubles  the 
current  rate  of  tax.  BAP  notes  that  cigarette  tax  revenues  in  FY  13  totaled  just  over 
$86. 8M.  However,  the  additional  tax  would  reduce  the  number  of  units  sold.  BAP 
estimates  this  additional  tax  would  generate  $81.8M  of  revenues. 

Equity  Assessment  Fee  for  NPMs  (all  versions): 

The  proposals  create  an  Equity  Assessment  Fee  of  $0.55  per  pack  for  the  sale  of  Non- 
Participating  Manufacturer  cigarettes.  The  DOR  may  have  an  estimate  of  the  revenue 
that  may  be  generated. 


^  http://www.cnbc.eom/id/1 00991 51 1#_gus 

^  http://www.convertunits.com/from/fluid+ounces/to/ml 


Rolling  Taxes  (all  versions,  v.  96&99  match,  and  v.  97&98  match). 
The  proposals  stipulate  that  any  operator  of  a  machine  that  allows  any  person  to  process 
tobacco  into  a  roll  or  tube,  or  that  provides  access  to  such  machinery,  is  a  manufacturer. 
This  may  increase  revenues,  to  the  extent  that  sellers  of  rolling  services  remit  taxes  based 
on  stamped  products,  instead  of  paying  the  "other  tobacco  products"  taxes  they  may 
currently  be  paying. 

Income  Tax  Reduction  Factor  (all  versions): 

The  proposals  require  the  existing  rate  of  the  individual  income  tax  to  be  reduced  by  a 

"reduction  factor."  There  are  several  marginal  income  tax  rates  in  statute;  BAP  assumes 
this  proposal  refers  to  the  top  marginal  rate  in  effect.  The  "reduction  factor"  means  the 
percentage,  rounded  to  the  nearest  tenth,  but  not  less  than  0.1%,  sufficient  to  reduce 
collections  by  an  amount  equal  to  the  tobacco  taxes  collected  above.  Based  on  2011  Tax 
Year  data,  BAP  estimates  each  0.1%  reduction  may  reduce  revenues  by  $69M  or  more, 
depending  on  the  rate  in  effect.  Thus,  the  "reduction  factor"  may  be  rounded  up  to  as 
much  as  0.3%,  for  a  reduction  of  at  least  $207M.  Therefore,  it  is  possible  the  reduction 
in  income  taxes  may  exceed  the  new  tobacco  revenues. 

The  reduction  factor  is  be  based  on  the  new  tobacco  revenues  collected  in  "any  state 
fiscal  year,"  as  described  in  proposed  subsection  27(a).  Further,  the  proposed  subsection 
27(b)  requires  the  income  tax  rate  to  be  "permanently  reduced"  effective  the  immediately 
ensuing  tax  year.  This  could  be  interpreted  to  mean  that  the  rate  of  income  tax  is  reduced 
every  year,  even  if  the  collection  of  tobacco  taxes  remains  stable  or  decreases,  or  if 
income  taxes  declines  because  of  economic  conditions.  This  situation  is  further  implied 
in  proposed  subsection  27(c),  which  requires  the  elimination  of  the  income  tax  if  the 
existing  rate  is  0.1  percent  or  less.  It  might  follow  that  this  proposal  eliminates  the 
income  tax  in  twenty  to  sixty  years,  so  long  as  any  of  the  proposed  tobacco  revenues 
continue  to  be  collected,  eliminating  $6  billion  in  revenue  based  on  current  collections. 

Other  Comments: 

The  reduction  in  income  tax  rates  will  reduce  general  revenues.  However,  it  is  unclear 
from  this  proposal  if  the  new  tobacco  revenues  will  be  deposited  into  general  revenue  or 
other  dedicated  funds. 

Any  reduction  in  the  number  of  tobacco  products  sold  may  also  reduce  sales  taxes.  This 
would  further  reduce  general  revenues,  as  well  as  those  for  schools  and  other  dedicated 
funds. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office. 


Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office  other  than  if  revenues  are  significantly 
changed. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  a  fiscal  impact 
to  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  would  have  no 
fiscal  impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  as  increase  in  cigarette  taxes  could 
negatively  impact  revenues  should  customers  find  it  less  expensive  to  hop  over  to  Kansas 
and  purchase  cigarettes  there. 

As  of  now,  the  tax  on  "vapor  products"  would  have  no  impact  on  city  finances  one  way 
or  another.  Should  the  city  ever  enact  a  personal  income  tax,  the  proposed  reduction 
factor  could  negatively  impact  revenues  with  no  corresponding  revenues  from  the  new 
special  assessment  tax  to  replace  them. 

Officials  from  the  Hannibal  60  School  District  indicated  it  is  their  belief  that,  if  passed, 
this  initiative  petition  would  have  a  negative  impact  on  Elementary  and  Secondary 
Education.  The  permanent  reduction  of  taxes  could  negatively  impact  education  for 
many  years  to  come. 


Officials  from  University  of  Missouri  indicated  the  fiscal  impact  on  their  university 
would  be  tax  neutral  in  that  additional  revenues  generated  will  be  used  to  reduce  the 
individual  income  tax. 

Officials  from  the  University  of  Central  Missouri  indicated  they  estimate  no  fiscal 
impact  from  this  initiative  petition. 

Officials  from  Northveest  Missouri  State  University  indicated  no  impact. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Public  Safety,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  Metropolitan  Community  College,  St.  Louis  Community 
College,  Harris-Stowe  State  University,  Lincoln  University,  Missouri  State 
University,  Missouri  Southern  State  University,  Missouri  Western  State  University, 
Southeast  Missouri  State  University,  and  Truman  State  University. 

Fiscal  Note  Summary 

Taxes  and  fees  collected  annually  under  the  proposal  are  used  to  calculate  permanent  reductions 
to  the  individual  income  tax  rate.  This  process  over  several  decades  could  eliminate  the 
individual  income  tax,  which  would  be  approximately  $6  billion  in  annual  revenue  based  on 
current  collections.  Whether  the  proposal  will  be  revenue  neutral  cannot  be  determined. 
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Subject 

Initiative  petition  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  December  23,  2013) 

Date 

January  13,  2014 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  University  of  Central  Missouri,  Harris-Stowe  State  University,  Lincoln 
University,  Missouri  State  University,  Missouri  Southern  State  University,  Missouri 
Western  State  University,  Northwest  Missouri  State  University,  Southeast  Missouri 
State  University,  and  Truman  State  University. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

Section  26 

In  addition  to  all  other  taxes  imposed  on  tobacco  products,  an  additional  special 
assessment  of  $0.17  per  package  of  20  cigarettes  shall  be  paid  by  the  wholesaler.  The 
proposal  also  imposes  a  new  special  assessment  in  the  amount  of  $0,034  on  the  sale  of 
every  vapor  product  unit.  In  addition,  an  equity  assessment  fee  is  imposed  upon  the 
purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  of  non- 
participating  manufacturer  cigarettes  at  the  rate  of  $0.55  per  package  of  20  cigarettes. 
We  defer  to  DOR  in  regard  to  collection  amounts  resulting  from  the  assessments  and 
fees. 

Section  27 

The  individual  income  tax  is  reduced  per  "reduction  factor"  (i.e.  the  percentage,  rounded 

to  the  nearest  tenth  of  one  percent  but  not  less  than  one  tenth  of  one  percent,  sufficient  to 
reduce  tax  collections  by  the  amount  collected  from  the  fees  or  assessments  imposed). 
The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the 
reduction  factor  effective  the  immediately  ensuing  tax  year.  If  the  existing  rate  of  the 
individual  income  tax  is  one  tenth  of  one  percent  or  less,  then  the  individual  income  tax 
shall  be  permanently  eliminated  and  the  general  assembly  shall  not  have  the  authority  to 
impose  a  tax  on  or  measured  by  income  or  earnings  of  an  individual. 

Summary 

All  revenues  generated  shall  be  used  to  reduce  the  individual  income  tax.  Based  on  this 
assumption,  the  state  school  foundation  formula  would  not  be  negatively  impacted 
fiscally.  However,  the  proposal  appears  to  address  the  reduction  and\or  permanent 
elimination  of  the  individual  income  tax  rate.  It  does  not  appear  to  allow  for  an  increase 
or  adjustment  to  the  individual  income  tax  rate  when  the  collection  of  assessments  and 
fees  are  insufficient  to  cover  the  reduction  factor  in  any  previous  year.  This  could 
ultimately  lead  to  a  situation  where  there  are  minimal  taxes  collected  from  individual 
income  taxes  and  minimal  collections  from  the  assessments  and  fees  created  here,  such 
that  state  revenues  could  be  significantly  diminished.  This  would  negatively  impact  the 
state  school  foundation  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  this  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  Although  the  petition  would  levy  new 
taxes,  it  appears  the  adjustment  to  other  taxes  would  result  in  a  zero  total  impact.  In  any 


regard,  the  potential  change  in  revenue  is  unknown  and  would  not  constitute  a  savings  to 
their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  increased  operating  costs  for  the 
department  will  be  $258,724  for  fiscal  year  2015,  $206,774  for  fiscal  year  2016,  and 
$208,925  for  fiscal  year  2017. 

The  IT  portion  of  this  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $55,037. 
This  value  is  based  on  2,016  FTE  hours. 

This  amendment  may  result  in  decrease  in  Total  State  Revenue.  While  the  increase  due  to 
the  $0,034  tax  on  vapor  product  units  is  unknown,  the  $0.17  assessment  fee  on  all 
cigarette  packages  will  increase  revenues  by  $88.5  million  the  first  year  the  amendment 
goes  into  effect.  The  $0.55  assessment  fee  on  all  non-participating  manufacturer 
cigarettes  will  result  in  an  increase  of  $71.2  million.  This  increase  will  result  in  a 
reduction  in  the  individual  income  tax  rate  of  0.3  percent,  decreasing  general  revenue  by 
an  estimated  $206.3  million.  The  department  assumes  that  the  assessments  charged  to 
vapor  unit  products  and  non-participating  manufacturer  cigarette  packages  will  be 
deposited  into  the  General  Revenue  fund,  resulting  in  a  net  loss  of  $46.6  million  dollars 
to  general  revenue. 

The  increase  in  assessments  on  vapor  products  and  cigarettes  increases  state  revenues. 
But,  if  the  amendment  permanently  reduces  individual  income  based  on  the  increased 
assessments  and  then  vapor  products  and  cigarette  sales  decrease,  this  may  lead  to  a 
decrease  in  state  revenues. 


Section  26 

This  version  of  the  petition  adds  an  additional  $0.17  per  pack  special  assessment  on 
cigarettes  purchased  after  the  effective  date  of  this  amendment.  This  section  also 
proposes  a  new  assessment  of  $0,034  on  vapor  product  units,  and  an  additional  $0.55 
assessment  on  all  non-participating  manufacturer  cigarettes.  The  revenue  generated  from 
these  assessments  reduces  the  individual  income  tax. 

In  calendar  year  2012,  536.5  million  packages  of  cigarettes  vv'ere  reported  as  being 
stamped  for  sale  in  the  state  of  Missouri.  The  $0.17  assessment  fee  will  increase  revenues 
by  an  estimated  $88.5  million,  assuming  the  wholesalers  receive  the  3  percent  discount 
established  in  Chapter  149,  RSMo.  The  department  has  no  information  on  the  number  of 
vapor  product  units  sold  in  the  state.  OA-BP  may  be  able  to  provide  more  information  on 
the  impact  of  this  assessment. 

In  calendar  year  2012,  133.4  million  non-participating  manufacturer  cigarette  packages 
were  sold.  The  $0.55  assessment  on  all  will  increase  revenues  by  $71.2  million  dollars, 
assuming  wholesalers  receive  the  3  percent  discount. 

If  revenues  are  increased  due  to  these  assessments,  the  individual  income  tax  rate  will  be 
reduced  to  5.7  percent,  resulting  in  a  loss  to  general  revenue  of  $206.3  million  dollars  the 
first  year  the  rate  is  reduced. 

Section  27 

This  section  permanently  reduces  individual  income  tax  by  the  amount  collected  by  the 
state  from  the  assessments  imposed  in  Section  26. 

Administrative  Impact: 

Personal  Tax: 
Section  27 

Personal  Tax  requires  programming  support  and  forms  changes.  Additionally,  one  (1) 
Revenue  Processing  Technician  I  will  be  required  to  process  correspondence. 

Collections  &  Tax  Assistance  (CAT A): 

Based  on  Sections  27(a)  and  27(b),  CATA  anticipates  additional  customer  contacts  due  to 
the  tax  rate  change  and  adjustment  notices.  CATA  requires  two  (2)  Tax  Collection 
Technicians  I  for  additional  contacts  on  the  non-delinquent  and  delinquent  tax  lines  and 
one  (1)  Revenue  Processing  Technician  I  for  contacts  to  the  field  offices.  Each 
technician  requires  CARES  equipment  and  licenses. 

Excise  Tax: 
Section  26(a) 

Depending  on  who  collects  the  tax,  either  250  licensed  wholesalers  or  approximately 
4,500  retailers  need  to  be  notified  of  the  provisions  of  this  amendment.  New  reporting 
forms  would  need  to  be  developed  and  a  program  would  be  needed  to  track  the 
information. 


Excise  Tax  requires  one  (1)  Revenue  Processing  Technician  I  for  every  3,000  returns. 
Section  26(b) 

The  department  assumes  that  all  revenues  collected  would  go  to  the  general  revenue 
fund.  This  would  require  changes  to  the  cashiering  functions  and  to  SAM  11  entry. 

Section  26(d) 

This  section  requires  a  Constitutional  Amendment  for  any  future  increase  to  the 
tax,  license,  fee  or  special  assessment  on  cigarettes  or  tobacco  products. 

Section  26(f) 

The  department  assumes  that  any  use  of  these  machines  in  a  commercial  setting,  which 
would  include  private  or  social  clubs,  will  be  considered  manufacturing  cigarettes.  This 
would  be  in  line  with  federal  guidelines. 

Section  26(g) 

New  reporting  forms  would  need  to  be  developed,  120  cigarette  wholesalers  would  need 
to  be  notified,  the  Peach  Tree  Accounting  System  would  require  updating  to  allow  for  the 
tax  rate,  and  changes  would  need  to  be  made  to  cashiering  functions  and  to  SAM  11 
entry. 

ITSD-DOR: 

Individual:      Tax  rate  reduction  -  504  hours 

Excise:  New  Vapor  Product  Excise  Tax  system  -  1008  hours 

New  assessment  on  non-participating  manufacturer  cigarettes  -  504  hours 
Total:  2,016  PTE  Hours 

Comments: 

Section  26 

Although  it  is  not  stated  within  this  amendment,  the  department  assumes  that  the 
assessments  collected  within  this  section  will  be  deposited  into  the  General  Revenue  fund 
to  offset  the  loss  of  funds  due  to  the  individual  income  tax  rate  reduction. 

Currently,  the  department  collects  other  tobacco  products  tax  on  the  manufacturer's 
invoice  price  of  a  product.  The  petition  bases  special  assessment  on  vapor  product  units, 
which  are  defined  as  .05  fluid  ounces  of  specified  material. 

Internet  research  indicates  most  material  containing  nicotine  is  measured  in  milliliters 
(ml)  not  ounces.  Therefore,  conversion  will  be  needed  to  determine  the  special 
assessment  amount  based  upon  ounces.  Additionally  electronic  cigarette  kits  contain 
cartridges  containing  small  amounts  of  fluid  (usually  somewhere  between  3  to  7 
drops).  This  may  be  difficult  to  calculate  the  amount  due. 

It  is  also  unclear  if  the  vapor  product  unit  must  contain  at  least  .05  ounces.  It  is  unclear  if 
a  kit  that  contains  two  cartridges  that  hold  less  than  .05  ounces  is  still  subject  to 


assessment.  The  department  assumes  that  the  assessment  can  be  based  upon  a  fractional 
part  of  .05  ounces.  The  department  also  assumes  that  if  a  product  contains  30  ml  then 
that  would  be  converted  to  ounces  and  divided  by  .05  to  determine  the  number  of  "Vapor 
Product  Units"  subject  to  assessment. 

The  language  is  unclear  as  to  who  would  be  responsible  for  remitting  the  special 
assessment  on  vapor  product  units,  the  wholesaler  or  the  retailer. 

If  the  FDA  regulates  these  products  under  Chapter  V  of  the  Food,  Drug  and  Cosmetics 
Act,  they  would  no  longer  be  subject  to  the  special  assessment. 

It  is  unclear  if  the  person  responsible  for  collecting  the  special  assessment  would  need  to 
be  licensed  or  not.  If  licensing  of  retailers  is  required,  additional  personnel  will  be 
needed.  Additionally,  if  licensing  is  required,  it  is  unclear  if  the  requirements  in  Chapter 
149,  which  impose  a  yearly  fee  and  requiring  submission  of  a  bonding  instrument,  apply. 

There  does  not  appear  to  be  any  penalty  provisions  for  non-compliance.  It  is  unclear  if 
the  person  remitting  the  tax  will  be  granted  any  collection  allowances.  There  are  no 
refund  provisions.  The  legislature  is  not  authorized  to  enact  any  implementing  legislation. 

The  department  assumes  the  effective  date  of  this  legislation  would  be  upon  certification 
of  the  election  results  by  the  Secretary  of  State.  This  would  not  allow  sufficient  time  to 

make  all  the  necessary  form  changes,  programming  changes  and  notifications.  It  is 
recommended  that  the  effective  date  be  changed  to  July  1,  2015. 

Current  cigarette  taxes  are  imposed  upon  the  consumer.  This  legislation  appears  to 
impose  the  tax  on  the  wholesaler,  making  the  assessment  fee  subject  to  sales  tax.  This 
may  be  confusing  to  retailers,  as  they  currently  do  not  charge  sales  tax  on  the  state 
cigarette  tax. 

As  this  legislation  requires  that  the  assessment  be  collected  in  the  same  manner  as  other 
cigarette  tax,  this  would  require  the  design  and  purchase  of  new  cigarette  stamps  to  be 
used  only  on  non-participating  manufacturer  cigarettes.  Because  of  the  special 
assessment  in  this  section,  an  additional  series  of  stamps  would  have  to  be  designed  and 
purchased.  Requiring  separate  stamps  would  put  a  burden  on  the  wholesaler. 

The  department  budgets  for  and  purchases  all  cigarette  stamps  for  the  fiscal  year  at  one 
time.  The  implementation  of  a  new  tax  at  a  time  other  than  the  beginning  of  a  fiscal  year 
could  result  in  inventory  of  stamps  that  will  be  obsolete  and  would  have  to  be 
destroyed.  Additionally  there  may  not  be  sufficient  funds  in  the  budget  to  allow  the 
purchase  of  the  new  stamps. 

The  department  assumes  that  the  compensation  allowance  of  3  percent  provided  for  in 
Chapter  149.021  RSMo  would  apply  to  the  special  assessment  fee  as  the  fee  is  to  be 
collected  in  the  same  way  as  other  cigarette  taxes.  The  department  also  assumes  that  this 
would  allow  for  the  credit  or  refund  on  returned  stamps. 


The  department  assumes  that  any  use  of  rolling  machines  in  a  commercial  setting  under 
Section  26(g),  which  would  include  private  or  social  clubs,  will  be  considered 
manufacturing  cigarettes. 

Section  27 

This  section  allows  for  the  individual  income  tax  to  be  permanently  reduced.  However  it 
does  not  provide  for  any  increase  if  in  future  years  the  revenues  for  the  special 
assessments  imposed  in  Section  26  decreases.  It  is  also  unclear  if  the  rate  reduction 
occurs  if  the  assessment  amounts  collected  remain  the  same  from  year  to  year.  The 
language  is  also  vague  as  to  who  is  responsible  for  determining  whether  the  decrease  is 
reoccurring. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department.  Since  the  budget  of  any  state  agency  is  dependent  upon  the 
appropriations  process,  they  cannot  predict  whether  their  department  might  be  affected  if 
this  proposal  were  to  result  in  a  change  in  the  total  amount  of  general  revenue  available  to 
fund  state  government. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  should  be  no 
fiscal  impact  to  their  agency  as  a  result  of  the  passage  of  this  initiative  petition. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact  from  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated: 

These  proposals  create,  upon  voter  approval,  additional  taxes  on  various  tobacco 
products. 

There  should  be  no  cost  to  the  Office  of  Administration. 
Budget  &  Planning  (BAP)  provides  these  estimates: 

Vapor  Product  Units  (all  versions): 

The  proposals  create  an  additional  tax  of  $0,034  levied  on  each  "Vapor  Product  Unit" 
(VPU),  defined  as  0.05  fl.  oz.  of  nicotine  product. 

•      According  to  a  recent  analysis  by  Wells  Fargo  Securities,^  national  sales  of  e- 
cigarettes  will  total  $1.7  billion  in  2013. 


^  http://www.cnbc.com/id/10099151 1#_gus 


•  BAP  assumes  2%  of  this  figure  represents  sales  in  MO,  and  of  this,  90%  is  sales  of 
VPUs,  or  about  $32M. 

•  BAP  assumes  these  sales  are  in  the  form  of  "cartridges"  that  retail  for  $2  each,  or 
16M  cartridges.  Also,  each  cartridge  contains  1.5  mL  of  liquid,  for  a  total  of  24M 
mL.  However,  there  are  numerous  e-cigarette  products,  with  various  amounts  of 
fluid,  offered  at  an  array  of  prices  for  consumers  to  choose  from. 

•  BAP  notes  that  24M  mL  is  about  0.812M  fl.  Oz,^  which  implies  about  16.23  IM 
VPUs  are  sold  in  MO. 

•  At  $0,034  per  VPU,  this  would  generate  about  $0.552M  in  additional  revenues. 

Cigarette  Tax  (versions  97,  98,  99): 

The  proposals  create  an  additional  cigarette  tax  of  $0.17  per  pack,  which  doubles  the 
current  rate  of  tax.  BAP  notes  that  cigarette  tax  revenues  in  FY  13  totaled  just  over 
$86.8M.  However,  the  additional  tax  would  reduce  the  number  of  units  sold.  BAP 
estimates  this  additional  tax  would  generate  $81.8M  of  revenues. 

Equity  Assessment  Fee  for  NPMs  (all  versions): 

The  proposals  create  an  Equity  Assessment  Fee  of  $0.55  per  pack  for  the  sale  of  Non- 
Participating  Manufacturer  cigarettes.  The  DOR  may  have  an  estimate  of  the  revenue 
that  may  be  generated. 

Rolling  Taxes  (all  versions,  v.  96&99  match,  and  v.  97&98  match). 
The  proposals  stipulate  that  any  operator  of  a  machine  that  allows  any  person  to  process 
tobacco  into  a  roll  or  tube,  or  that  provides  access  to  such  machinery,  is  a  manufacturer. 
This  may  increase  revenues,  to  the  extent  that  sellers  of  rolling  services  remit  taxes  based 
on  stamped  products,  instead  of  paying  the  "other  tobacco  products"  taxes  they  may 
currently  be  paying. 

Income  Tax  Reduction  Factor  (all  versions): 

The  proposals  require  the  existing  rate  of  the  individual  income  tax  to  be  reduced  by  a 
"reduction  factor."  There  are  several  marginal  income  tax  rates  in  statute;  BAP  assumes 
this  proposal  refers  to  the  top  marginal  rate  in  effect.  The  "reduction  factor"  means  the 
percentage,  rounded  to  the  nearest  tenth,  but  not  less  than  0.1%,  sufficient  to  reduce 
collections  by  an  amount  equal  to  the  tobacco  taxes  collected  above.  Based  on  201 1  Tax 
Year  data,  BAP  estimates  each  0.1%  reduction  may  reduce  revenues  by  $69M  or  more, 
depending  on  the  rate  in  effect.  Thus,  the  "reduction  factor"  may  be  rounded  up  to  as 
much  as  0.3%,  for  a  reduction  of  at  least  $207M.  Therefore,  it  is  possible  the  reduction 
in  income  taxes  may  exceed  the  new  tobacco  revenues. 

The  reduction  factor  is  be  based  on  the  new  tobacco  revenues  collected  in  "any  state 
fiscal  year,"  as  described  in  proposed  subsection  27(a).  Further,  the  proposed  subsection 
27(b)  requires  the  income  tax  rate  to  be  "permanently  reduced"  effective  the  immediately 
ensuing  tax  year.  This  could  be  interpreted  to  mean  that  the  rate  of  income  tax  is  reduced 
every  year,  even  if  the  collection  of  tobacco  taxes  remains  stable  or  decreases,  or  if 


^  http://www.convertunits.com/from/fluid+ounces/to/ml 


income  taxes  declines  because  of  economic  conditions.  This  situation  is  further  implied 
in  proposed  subsection  27(c),  which  requires  the  elimination  of  the  income  tax  if  the 
existing  rate  is  0.1  percent  or  less.  It  might  follow  that  this  proposal  eliminates  the 
income  tax  in  twenty  to  sixty  years,  so  long  as  any  of  the  proposed  tobacco  revenues 
continue  to  be  collected,  eliminating  $6  billion  in  revenue  based  on  current  collections. 

Other  Comments: 

The  reduction  in  income  tax  rates  will  reduce  general  revenues.  However,  it  is  unclear 
from  this  proposal  if  the  new  tobacco  revenues  will  be  deposited  into  general  revenue  or 
other  dedicated  funds. 

Any  reduction  in  the  number  of  tobacco  products  sold  may  also  reduce  sales  taxes.  This 
would  further  reduce  general  revenues,  as  well  as  those  for  schools  and  other  dedicated 
funds. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  zero  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office  other  than  if  revenues  are  significantly 
changed. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 


Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  a  fiscal  impact 
to  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  would  have  no 
fiscal  impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  as  increase  in  cigarette  taxes  could 
negatively  impact  revenues  should  customers  find  it  less  expensive  to  hop  over  to  Kansas 
and  purchase  cigarettes  there. 

As  of  now,  the  tax  on  "vapor  products"  would  have  no  impact  on  city  finances  one  way 
or  another.  Should  the  city  ever  enact  a  personal  income  tax,  the  proposed  reduction 
factor  could  negatively  impact  revenues  with  no  corresponding  revenues  from  the  new 
special  assessment  tax  to  replace  them. 

Officials  from  the  Hannibal  60  School  District  indicated  it  is  their  belief  that,  if  passed, 
this  initiative  petition  would  have  a  negative  impact  on  Elementary  and  Secondary 
Education.  The  permanent  reduction  of  taxes  could  negatively  impact  education  for 
many  years  to  come. 

Officials  from  University  of  Missouri  indicated  the  fiscal  impact  on  their  university 
would  be  tax  neutral  in  that  additional  revenues  generated  will  be  used  to  reduce  the 
individual  income  tax. 

Officials  from  the  University  of  Central  Missouri  indicated  they  estimate  no  fiscal 
impact  from  this  initiative  petition. 

Officials  from  Northwest  Missouri  State  University  indicated  no  impact. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Public  Safety,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  Metropolitan  Community  College,  St.  Louis  Community 
College,  Harris-Stowe  State  University,  Lincoln  University,  Missouri  State 
University,  Missouri  Southern  State  University,  Missouri  Western  State  University, 
Southeast  Missouri  State  University,  and  Truman  State  University. 

Fiscal  Note  Summary 

Taxes  and  fees  collected  annually  under  the  proposal  are  used  to  calculate  permanent  reductions 
to  the  individual  income  tax  rate.  This  process  over  several  decades  could  eliminate  the 
individual  income  tax,  which  would  be  approximately  $6  billion  in  annual  revenue  based  on 
current  collections.  Whether  the  proposal  will  be  revenue  neutral  cannot  be  determined. 
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Subject 

Initiative  petition  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  December  23,  2013) 

Date 

January  13,  2014 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  University  of  Central  Missouri,  Harris-Stowe  State  University,  Lincoln 
University,  Missouri  State  University,  Missouri  Southern  State  University,  Missouri 
Western  State  University,  Northwest  Missouri  State  University,  Southeast  Missouri 
State  University,  and  Truman  State  University. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

Section  26 

In  addition  to  all  other  taxes  imposed  on  tobacco  products,  an  additional  special 
assessment  of  $0.17  per  package  of  20  cigarettes  shall  be  paid  by  the  wholesaler.  The 
proposal  also  imposes  a  new  special  assessment  in  the  amount  of  $0,034  on  the  sale  of 
every  vapor  product  unit.  In  addition,  an  equity  assessment  fee  is  imposed  upon  the 
purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  of  non- 
participating  manufacturer  cigarettes  at  the  rate  of  $0.55  per  package  of  20  cigarettes. 
We  defer  to  DOR  in  regard  to  collection  amounts  resulting  from  the  assessments  and 
fees. 

Section  27 

The  individual  income  tax  is  reduced  per  "reduction  factor"  (i.e.  the  percentage,  rounded 

to  the  nearest  tenth  of  one  percent  but  not  less  than  one  tenth  of  one  percent,  sufficient  to 
reduce  tax  collections  by  the  amount  collected  from  the  fees  or  assessments  imposed). 
The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the 
reduction  factor  effective  the  immediately  ensuing  tax  year.  If  the  existing  rate  of  the 
individual  income  tax  is  one  tenth  of  one  percent  or  less,  then  the  individual  income  tax 
shall  be  permanently  eliminated  and  the  general  assembly  shall  not  have  the  authority  to 
impose  a  tax  on  or  measured  by  income  or  earnings  of  an  individual. 

Summary 

All  revenues  generated  shall  be  used  to  reduce  the  individual  income  tax.  Based  on  this 
assumption,  the  state  school  foundation  formula  would  not  be  negatively  impacted 
fiscally.  However,  the  proposal  appears  to  address  the  reduction  and\or  permanent 
elimination  of  the  individual  income  tax  rate.  It  does  not  appear  to  allow  for  an  increase 
or  adjustment  to  the  individual  income  tax  rate  when  the  collection  of  assessments  and 
fees  are  insufficient  to  cover  the  reduction  factor  in  any  previous  year.  This  could 
ultimately  lead  to  a  situation  where  there  are  minimal  taxes  collected  from  individual 
income  taxes  and  minimal  collections  from  the  assessments  and  fees  created  here,  such 
that  state  revenues  could  be  significantly  diminished.  This  would  negatively  impact  the 
state  school  foundation  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  this  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  Although  the  petition  would  levy  new 
taxes,  it  appears  the  adjustment  to  other  taxes  would  result  in  a  zero  total  impact.  In  any 


regard,  the  potential  change  in  revenue  is  unknown  and  would  not  constitute  a  savings  to 
their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  increased  operating  costs  for  the 
department  will  be  $258,724  for  fiscal  year  2015,  $206,774  for  fiscal  year  2016,  and 
$208,925  for  fiscal  year  2017. 

The  IT  portion  of  this  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $55,037. 
This  value  is  based  on  2,016  FTE  hours. 

This  amendment  may  result  in  decrease  in  Total  State  Revenue.  While  the  increase  due  to 
the  $0,034  tax  on  vapor  product  units  is  unknown,  the  $0.17  assessment  fee  on  all 
cigarette  packages  will  increase  revenues  by  $88.5  million  the  first  year  the  amendment 
goes  into  effect.  The  $0.55  assessment  fee  on  all  non-participating  manufacturer 
cigarettes  will  result  in  an  increase  of  $71.2  million.  This  increase  will  result  in  a 
reduction  in  the  individual  income  tax  rate  of  0.3  percent,  decreasing  general  revenue  by 
an  estimated  $206.3  million.  The  Department  assumes  that  the  assessments  charged  to 
vapor  unit  products  and  non-participating  manufacturer  cigarette  packages  will  be 
deposited  into  the  General  Revenue  fund,  resulting  in  a  net  loss  of  $46.6  million  dollars 
to  general  revenue. 

The  increase  in  assessments  on  vapor  products  and  cigarettes  increases  state  revenues. 
But,  if  the  amendment  permanently  reduces  individual  income  based  on  the  increased 
assessments  and  then  vapor  products  and  cigarette  sales  decrease,  this  may  lead  to  a 
decrease  in  state  revenues. 


Section  26 

This  version  of  the  petition  adds  an  additional  $0.17  per  pack  special  assessment  on 
cigarettes  purchased  after  the  effective  date  of  this  amendment.  This  section  also 
proposes  a  new  assessment  of  $0,034  on  vapor  product  units,  and  an  additional  $0.55 
assessment  on  all  non-participating  manufacturer  cigarettes.  The  revenue  generated  from 
these  assessments  reduces  the  individual  income  tax. 

In  calendar  year  2012,  536.5  million  packages  of  cigarettes  vv'ere  reported  as  being 
stamped  for  sale  in  the  state  of  Missouri.  The  $0.17  assessment  fee  will  increase  revenues 
by  an  estimated  $88.5  million,  assuming  the  wholesalers  receive  the  3  percent  discount 
established  in  Chapter  149,  RSMo.  The  department  has  no  information  on  the  number  of 
vapor  product  units  sold  in  the  state.  OA-BP  may  be  able  to  provide  more  information  on 
the  impact  of  this  assessment. 

In  calendar  year  2012,  133.4  million  non-participating  manufacturer  cigarette  packages 
were  sold.  The  $0.55  assessment  on  all  will  increase  revenues  by  $71.2  million  dollars, 
assuming  wholesalers  receive  the  3  percent  discount. 

If  revenues  are  increased  due  to  these  assessments,  the  individual  income  tax  rate  will  be 
reduced  to  5.7  percent,  resulting  in  a  loss  to  general  revenue  of  $206.3  million  dollars  the 
first  year  the  rate  is  reduced. 

In  addition  to  the  above  assessments,  the  petition  makes  any  person  that,  for  commercial 
purposes,  operates  or  maintains  a  machine  that  allows  persons  to  process  a  cigarette  a 
manufacturer.  The  resultant  product  from  this  process  is  considered  a  cigarette. 

Section  27 

This  section  permanently  reduces  individual  income  tax  by  the  amount  collected  by  the 
state  from  the  assessments  imposed  in  Section  26. 

Administrative  Impact: 

Personal  Tax: 
Section  27 

Personal  Tax  requires  programming  support  and  forms  changes.  Additionally,  one  (1) 
Revenue  Processing  Technician  I  will  be  required  to  process  correspondence. 

Collections  &  Tax  Assistance  (CATA): 

Based  on  Section  27(b),  CATA  anticipates  additional  customer  contacts  due  to  the  tax 
rate  change  and  adjustment  notices.  CATA  requires  two  (2)  Tax  Collection  Technicians  I 
for  additional  contacts  on  the  non-delinquent  and  delinquent  tax  lines  and  one  (1) 
Revenue  Processing  Technician  I  for  contacts  to  the  field  offices.  Each  technician 
requires  CARES  equipment  and  licenses. 


Excise  Tax: 
Section  26(b) 

Depending  on  who  collects  the  tax,  either  250  licensed  wholesalers  or  approximately 
4,500  retailers  need  to  be  notified  of  the  provisions  of  this  amendment.  New  reporting 
forms  would  need  to  be  developed  and  a  program  would  be  needed  to  track  the 
information. 

Excise  Tax  requires  one  (1)  Revenue  Processing  Technician  I  for  every  3,000  returns. 
Section  26(c) 

The  department  assumes  that  all  revenues  collected  would  go  to  the  general  revenue  fund. 
This  would  require  changes  to  the  cashiering  functions  and  to  SAM  II  entry. 

Section  26(e) 

This  section  requires  a  Constitutional  Amendment  for  any  future  increase  to  the  tax, 
license,  fee  or  special  assessment  on  cigarettes  or  tobacco  products. 

Section  26(g) 

New  reporting  forms  would  need  to  be  developed,  120  cigarette  wholesalers  would  need 
to  be  notified,  the  Peach  Tree  Accounting  System  would  require  updating  to  allow  for  the 
tax  rate  and  changes  would  need  to  be  made  to  cashiering  functions  and  to  SAM  II  entry. 

ITSD-DOR: 

Individual:      Tax  rate  reduction  -  504  hours 
Excise:  New  Vapor  Product  Excise  Tax  system  -  1008  hours 

New  assessment  on  non-participating  manufacturer  cigarettes  -  504  hours 
Total:  2,016  FTE  Hours 

Comments: 

Section  26 

Although  it  is  not  stated  within  this  amendment,  the  department  assumes  that  the 
assessments  collected  within  this  section  will  be  deposited  into  the  General  Revenue  fund 
to  offset  the  loss  of  funds  due  to  the  individual  income  tax  rate  reduction. 

Currently,  the  department  collects  other  tobacco  products  tax  on  the  manufacturer's 
invoice  price  of  a  product.  The  petition  bases  special  assessment  on  vapor  product  units, 
which  are  defined  as  .05  fluid  ounces  of  specified  material. 

Internet  research  indicates  most  material  containing  nicotine  is  measured  in  milliliters 
(ml)  not  ounces.  Therefore,  conversion  will  be  needed  to  determine  the  special 
assessment  amount  based  upon  ounces.  Additionally  electronic  cigarette  kits  contain 
cartridges  containing  small  amounts  of  fluid  (usually  somewhere  between  3  to  7 
drops).  This  may  be  difficult  to  calculate  the  amount  due. 


It  is  also  unclear  if  the  vapor  product  unit  must  contain  at  least  .05  ounces.  It  is  unclear  if 
a  kit  that  contains  two  cartridges  that  hold  less  than  .05  ounces  is  still  subject  to 
assessment.  The  department  assumes  that  the  assessment  can  be  based  upon  a  fractional 
part  of  .05  ounces.  The  department  also  assumes  that  if  a  product  contains  30  ml  then 
that  would  be  converted  to  ounces  and  divided  by  .05  to  determine  the  number  of  "Vapor 
Product  Units"  subject  to  assessment. 

The  language  is  unclear  as  to  who  would  be  responsible  for  remitting  the  special 
assessment  on  vapor  product  units,  the  wholesaler  or  the  retailer. 

If  the  FDA  regulates  these  products  under  Chapter  V  of  the  Food,  Drug  and  Cosmetics 
Act,  they  would  no  longer  be  subject  to  the  special  assessment. 

It  is  unclear  if  the  person  responsible  for  collecting  the  special  assessment  would  need  to 
be  licensed  or  not.  If  licensing  of  retailers  is  required,  additional  personnel  will  be 
needed.  Additionally,  if  licensing  is  required,  it  is  unclear  if  the  requirements  in  Chapter 
149,  which  impose  a  yearly  fee  and  requiring  submission  of  a  bonding  instrument,  apply. 

There  does  not  appear  to  be  any  penalty  provisions  for  non-compliance.  It  is  unclear  if 
the  person  remitting  the  tax  will  be  granted  any  collection  allowances.  There  are  no 
refund  provisions.  The  legislature  is  not  authorized  to  enact  any  implementing  legislation. 

The  department  assumes  the  effective  date  of  this  legislation  would  be  upon  certification 
of  the  election  results  by  the  Secretary  of  State.  This  would  not  allow  sufficient  time  to 
make  all  the  necessary  form  changes,  programming  changes  and  notifications.  It  is 
recommended  that  the  effective  date  be  changed  to  July  1,  2015. 

Current  cigarette  taxes  are  imposed  upon  the  consumer.  This  legislation  appears  to 
impose  the  tax  on  the  wholesaler,  making  the  assessment  fee  subject  to  sales  tax.  This 
may  be  confusing  to  retailers,  as  they  currently  do  not  charge  sales  tax  on  the  state 
cigarette  tax. 

As  this  legislation  requires  that  the  assessment  be  collected  in  the  same  manner  as  other 
cigarette  tax,  this  would  require  the  design  and  purchase  of  new  cigarette  stamps  to  be 
used  only  on  non-participating  manufacturer  cigarettes.  Because  of  the  special 
assessment  in  this  section,  an  additional  series  of  stamps  would  have  to  be  designed  and 
purchased.  Requiring  separate  stamps  would  put  a  burden  on  the  wholesaler. 

The  department  budgets  for  and  purchases  all  cigarette  stamps  for  the  fiscal  year  at  one 
time.  The  implementation  of  a  new  tax  at  a  time  other  than  the  beginning  of  a  fiscal  year 
could  result  in  inventory  of  stamps  that  will  be  obsolete  and  would  have  to  be 
destroyed.  Additionally  there  may  not  be  sufficient  funds  in  the  budget  to  allow  the 
purchase  of  the  new  stamps. 

The  department  assumes  that  the  compensation  allowance  of  3  percent  provided  for  in 
Chapter  149.021  RSMo  would  apply  to  the  special  assessment  fee  as  the  fee  is  to  be 


collected  in  the  same  way  as  other  cigarette  taxes.  The  department  also  assumes  that  this 
would  allow  for  the  credit  or  refund  on  returned  stamps. 

The  department  assumes  that  any  use  of  rolling  machines  in  a  commercial  setting  under 
Section  26(g),  which  would  include  private  or  social  clubs,  will  be  considered 
manufacturing  cigarettes. 

Section  27 

This  section  allows  for  the  individual  income  tax  to  be  permanently  reduced.  However  it 
does  not  provide  for  any  increase  if  in  future  years  the  revenues  for  the  special 
assessments  imposed  in  Section  26  decreases.  It  is  also  unclear  if  the  rate  reduction 
occurs  if  the  assessment  amounts  collected  remain  the  same  from  year  to  year.  The 
language  is  also  vague  as  to  who  is  responsible  for  determining  whether  the  decrease  is 
reoccurring. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  their  department.  Since  the  budget  of  any  state  agency  is  dependent  upon  the 
appropriations  process,  they  cannot  predict  whether  their  department  might  be  affected  if 
this  proposal  were  to  result  in  a  change  in  the  total  amount  of  general  revenue  available  to 
fund  state  government. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  should  be  no 
fiscal  impact  to  their  agency  as  a  result  of  the  passage  of  this  initiative  petition. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact  from  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated: 

These  proposals  create,  upon  voter  approval,  additional  taxes  on  various  tobacco 
products. 

There  should  be  no  cost  to  the  Office  of  Administration. 

Budget  &  Planning  (BAP)  provides  these  estimates: 
Vapor  Product  Units  (all  versions): 

The  proposals  create  an  additional  tax  of  $0,034  levied  on  each  "Vapor  Product  Unit" 
(VPU),  defined  as  0.05  fl.  oz.  of  nicotine  product. 


•  According  to  a  recent  analysis  by  Wells  Fargo  Securities,  national  sales  of  e- 
cigarettes  will  total  $1.7  billion  in  2013. 

•  BAP  assumes  2%  of  this  figure  represents  sales  in  MO,  and  of  this,  90%  is  sales  of 
VPUs,  or  about  $32M. 

•  BAP  assumes  these  sales  are  in  the  form  of  "cartridges"  that  retail  for  $2  each,  or 
16M  cartridges.  Also,  each  cartridge  contains  1.5  mL  of  liquid,  for  a  total  of  24M 
mL.  However,  there  are  numerous  e-cigarette  products,  with  various  amounts  of 
fluid,  offered  at  an  array  of  prices  for  consumers  to  choose  from. 

•  BAP  notes  that  24M  mL  is  about  0.812M  fl.  Oz,^  which  implies  about  16.231M 
VPUs  are  sold  in  MO. 

•  At  $0,034  per  VPU,  this  would  generate  about  $0.552M  in  additional  revenues. 

Cigarette  Tax  (versions  97,  98,  99): 

The  proposals  create  an  additional  cigarette  tax  of  $0.17  per  pack,  which  doubles  the 
current  rate  of  tax.  BAP  notes  that  cigarette  tax  revenues  in  FY  13  totaled  just  over 
$86. 8M.  However,  the  additional  tax  would  reduce  the  number  of  units  sold.  BAP 
estimates  this  additional  tax  would  generate  $81.8M  of  revenues. 

Equity  Assessment  Fee  for  NPMs  (all  versions): 

The  proposals  create  an  Equity  Assessment  Fee  of  $0.55  per  pack  for  the  sale  of  Non- 
Participating  Manufacturer  cigarettes.  The  DOR  may  have  an  estimate  of  the  revenue 
that  may  be  generated. 

Rolling  Taxes  (all  versions,  v.  96&99  match,  and  v.  97&98  match). 
The  proposals  stipulate  that  any  operator  of  a  machine  that  allows  any  person  to  process 
tobacco  into  a  roll  or  tube,  or  that  provides  access  to  such  machinery,  is  a  manufacturer. 
This  may  increase  revenues,  to  the  extent  that  sellers  of  rolling  services  remit  taxes  based 
on  stamped  products,  instead  of  paying  the  "other  tobacco  products"  taxes  they  may 
currently  be  paying. 

Income  Tax  Reduction  Factor  (all  versions): 

The  proposals  require  the  existing  rate  of  the  individual  income  tax  to  be  reduced  by  a 
"reduction  factor."  There  are  several  marginal  income  tax  rates  in  statute;  BAP  assumes 
this  proposal  refers  to  the  top  marginal  rate  in  effect.  The  "reduction  factor"  means  the 
percentage,  rounded  to  the  nearest  tenth,  but  not  less  than  0.1%,  sufficient  to  reduce 
collections  by  an  amount  equal  to  the  tobacco  taxes  collected  above.  Based  on  2011  Tax 
Year  data,  BAP  estimates  each  0.1%  reduction  may  reduce  revenues  by  $69M  or  more, 
depending  on  the  rate  in  effect.  Thus,  the  "reduction  factor"  may  be  rounded  up  to  as 
much  as  0.3%,  for  a  reduction  of  at  least  $207M.  Therefore,  it  is  possible  the  reduction 
in  income  taxes  may  exceed  the  new  tobacco  revenues. 

The  reduction  factor  is  be  based  on  the  new  tobacco  revenues  collected  in  "any  state 
fiscal  year,"  as  described  in  proposed  subsection  27(a).  Further,  the  proposed  subsection 


^  http://www.cnbc.eom/id/1 00991 51 1#_gus 

^  http://www.convertunits.com/from/fluid+ounces/to/ml 


27(b)  requires  the  income  tax  rate  to  be  "permanently  reduced"  effective  the  immediately 
ensuing  tax  year.  This  could  be  interpreted  to  mean  that  the  rate  of  income  tax  is  reduced 
every  year,  even  if  the  collection  of  tobacco  taxes  remains  stable  or  decreases,  or  if 
income  taxes  declines  because  of  economic  conditions.  This  situation  is  further  implied 
in  proposed  subsection  27(c),  which  requires  the  elimination  of  the  income  tax  if  the 
existing  rate  is  0.1  percent  or  less.  It  might  follow  that  this  proposal  eliminates  the 
income  tax  in  twenty  to  sixty  years,  so  long  as  any  of  the  proposed  tobacco  revenues 
continue  to  be  collected,  eliminating  $6  billion  in  revenue  based  on  current  collections. 

Other  Comments: 

The  reduction  in  income  tax  rates  will  reduce  general  revenues.  However,  it  is  unclear 
from  this  proposal  if  the  new  tobacco  revenues  will  be  deposited  into  general  revenue  or 
other  dedicated  funds. 

Any  reduction  in  the  number  of  tobacco  products  sold  may  also  reduce  sales  taxes.  This 
would  further  reduce  general  revenues,  as  well  as  those  for  schools  and  other  dedicated 
funds. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  zero  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office  other  than  if  revenues  are  significantly 
changed. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  a  fiscal  impact 
to  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  would  have  no 
fiscal  impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  as  increase  in  cigarette  taxes  could 
negatively  impact  revenues  should  customers  find  it  less  expensive  to  hop  over  to  Kansas 
and  purchase  cigarettes  there. 

As  of  now,  the  tax  on  "vapor  products"  would  have  no  impact  on  city  finances  one  way 
or  another.  Should  the  city  ever  enact  a  personal  income  tax,  the  proposed  reduction 
factor  could  negatively  impact  revenues  with  no  corresponding  revenues  from  the  new 
special  assessment  tax  to  replace  them. 

Officials  from  the  Hannibal  60  School  District  indicated  it  is  their  belief  that,  if  passed, 
this  initiative  petition  would  have  a  negative  impact  on  Elementary  and  Secondary 
Education.  The  permanent  reduction  of  taxes  could  negatively  impact  education  for 
many  years  to  come. 

Officials  from  University  of  Missouri  indicated  the  fiscal  impact  on  their  university 
would  be  tax  neutral  in  that  additional  revenues  generated  will  be  used  to  reduce  the 
individual  income  tax. 

Officials  from  the  University  of  Central  Missouri  indicated  they  estimate  no  fiscal 
impact  from  this  initiative  petition. 

Officials  from  Northwest  Missouri  State  University  indicated  no  impact. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Public  Safety,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  Metropolitan  Community  College,  St.  Louis  Community 
College,  Harris-Stowe  State  University,  Lincoln  University,  Missouri  State 
University,  Missouri  Southern  State  University,  Missouri  Western  State  University, 
Southeast  Missouri  State  University,  and  Truman  State  University. 

Fiscal  Note  Summary 

Taxes  and  fees  collected  annually  under  the  proposal  are  used  to  calculate  permanent  reductions 
to  the  individual  income  tax  rate.  This  process  over  several  decades  could  eliminate  the 
individual  income  tax,  which  would  be  approximately  $6  billion  in  annual  revenue  based  on 
current  collections.  Whether  the  proposal  will  be  revenue  neutral  cannot  be  determined. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-100) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  23,  2013) 

Date 

January  13,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  increase  state  revenues  by  an  unknown  amount. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Division  of  Alcohol  and  Tobacco  Control  (ATC) 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $142,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 
estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $112.5  million  in  excise  tax  collections  if  tax  rates  are  the  minimum  15%.  ATC 


also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 
producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  license 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 
raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 

household  exemption  limits  of  4  marijuana  plants  and  8  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  between  15%  and  30%  of  the  purchase  price.  This  excise  tax  will  not  be  a 
part  of  total  state  revenue  and  related  expenditures  not  an  expenditure  of  state 
government. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 
promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture. 


produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 
Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 
dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  4  marijuana  plants  and  8  ounces  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  types  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 


Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 

Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 

Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  lAgricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 


Missouri  State  Highway  Patrol 


Costs  would  increase  by  $204,521  in  FY  2015,  $247,929  in  FY  2016,  and  $250,457  in 
FY  2017. 

The  Criminal  Justice  Information  Services  Division  states  that  there  are  currently  216,264 
arrest  charges  in  the  Central  Repository  and  an  additional  28,000  arrests  in  TAS/DWITS 
that  qualify  for  expungement  under  this  amendment.  With  no  specific  statutory  reference 
into  how  these  expungements  would  be  handled  or  the  process  by  which  they  would  be 
expunged,  it  is  difficult,  at  best,  to  estimate  the  amount  of  FTE's  required  by  the  CJIS 
Division  to  carry  out  the  expungements.  The  current  expungement  process,  pursuant  to 
Chapter  610,  takes  approximately  90  minutes  to  process.  One  FTE  can  handle  1,237 
expungements  per  year.  Conservatively,  at  least  five  FTE's  would  be  required  to  initially 
handle  the  expungments  created  by  this  amendment  based  on  no  clear  expungement 
process.  Clearly,  if  a  large  number  of  these  expungements  were  to  be  granted  with  even 
5  FTE's,  the  backlog  would  compound  greatly  to  the  point  it  may  take  several  years  to 
catch  up. 

1  FTE  =  1,856  hours  (average  work  hours  per  year)  x  60  minutes  per  hour  =  111,360 
minutes  per  year. 

The  current  average  time  per  petition  to  log,  process,  research,  review,  create  related 

correspondences,  and  to  expunge  the  information  when  the  order  is  received  is  90 
minutes.  Therefore,  one  FTE  can  handle  1,237  expungements  per  year  =  1 1 1,360  /  90. 

These  FTE  (Criminal  History  Technicians)  would  be  necessary  to  process  all 
expungement  requests,  review  criminal  history  records,  contact  any  agency  associated 
with  the  arrests  or  convictions,  and  collect  the  necessary  data  for  the  court  orders. 

Based  on  the  average  yearly  salary  and  benefit  rate  per  FTE  at  $48,435  and  the  ability  of 
that  employee  to  process  1,237  expungements  per  year,  the  cost  alone  per  expungement 
is  =  $48,435  \  1237  =  $39.15.  It  is  suggested  that  a  $50.00  fee,  similar  to  the  criminal 
history  background  check  fee,  be  implemented  for  the  cost  of  researching  and  reviewing 
the  criminal  histories,  as  well  as  contacting  of  the  various  agencies  associated  with  the 
arrests.  In  researching  other  states  with  similar  expungement  requirements,  they  all 
charge  a  fee  to  offset  the  cost  of  the  time  required  to  process  the  expungements.  Their 
fees  ranged  from  $50  to  $450  per  petition  per  arrest  date. 

These  FTE  will  most  likely  be  2nd  and  3rd  shift  employees  so  they  would  not  require  any 
equipment.  However,  there  would  be  recurring  costs  of  $650  per  year  per  FTE  for  office 
supplies  and  phone  charges.  If  any  FTE  were  placed  on  the  1st  shift,  standard  equipment 
would  be  required  at  a  one-time  cost  of  $3,566  per  FTE. 


5  Criminal  History  Technicians  ($1,102.50  x  24) 
Office  Equipment/HW/SW 


$132,300 
$3,566 


RECURRING  COSTS 


Phone  Charges  per  PTE 
Office  Supplies  per  PTE 


$350 
$300 


Comments: 

In  1924,  the  United  States  Justice  Department  PBI  began  building  a  national  system  of 
criminal  records  for  the  protection  of  citizens  through  the  detection  and  apprehension  of 
criminals.  The  Omnibus  Crime  Control  and  Safe  Streets  Act  of  1968  established 
minimum  requirements  for  the  management  of  criminal  record  systems.  The  Kennedy 
Amendment  in  the  Crime  Control  Act  of  1973  requires  all  criminal  history  information 
collected,  maintained  and/or  disseminated  by  state  and  local  agencies  to  be  complete, 
secure  and  available  for  review  and  challenged  by  record  subjects.  It  further  stipulates 
that  information  must  be  used  only  for  law  enforcement  and  other  specifically  authorized 
purposes.  The  Anti-Drug  Abuse  Act  of  1988  requires  a  system  for  the  immediate  and 
accurate  identification  of  felons  who  attempt  to  purchase  firearms.  The  Brady  Handgun 
Violence  Prevention  Act  of  1993,  the  National  Child  Prevention  Act  of  1993,  the 
National  Stalker  and  Domestic  Violence  Reduction  Program  of  the  Violence  Against 
Women  Act,  the  National  Instant  Criminal  Background  Check  System/Crime 
Identification  Technology  Act  of  1998,  the  NICS  Improvement  Amendment  Act,  the 
Jacob  Wetterling  Crimes  Against  Children  Act,  and  the  Sexually  Violent  Offender 
Registration  Act  (Megan's  Law).  These  supporting  bills  are  all  programs  that  are 
dependent  upon  a  complete,  accurate  and  timely  criminal  history  database  in  the  state. 

This  proposed  legislation  would  also  impact  the  determination  of  qualified  individuals 
relating  to  positions  of  public  trust  (i.e.,  persons  caring  for  children,  the  elderly  or  the 
disabled).  It  would  adversely  impact  the  criminal  justice  system  and  the  ability  for  the 
criminal  justice  system  to  adequately  protect  the  citizens  of  Missouri  from  convicted 
criminals. 

Additionally,  RMSo  610.122  and  610.123  address  the  requirements  and  processes  for 
expungements.  This  bill  does  not  address  these  state  statutes  and  would  conflict  with 
these  laws.  Currently,  no  record  can  be  expunged  if  the  individual  of  the  arrest  has  prior 
or  subsequent  misdemeanor  or  felony  convictions,  the  subject  received  a  suspended 
imposition  of  sentence  for  the  arrest,  or  the  subject  received  a  conviction. 

Certain  misdemeanor  and  municipal  offenses  (i.e.,  drug  offenses  under  Chapter  195)  can 
be  enhanced  if  it  is  a  second  or  third  offense.  It  would  be  difficult  to  enhance  the  offense 
per  558.016  if  previous  convictions  were  expunged. 

The  following  language  is  proposed  to  provide  for  the  collection  of  a  fee  to  offset  the 
costs  of  the  expungement: 

43.530.  1.  For  each  request  requiring  the  payment  of  a  fee  received  by  the  central 
repository,  the  requesting  entity  shall  pay  a  fee  of  not  more  than  nine  dollars  per  request 
for  criminal  history  record  information  not  based  on  a  fingerprint  search.  In  each  year 


beginning  on  or  after  January  1,  2010,  the  superintendent  may  increase  the  fee  paid  by 
requesting  entities  by  an  amount  not  to  exceed  one  dollar  per  year,  however,  under  no 
circumstance  shall  the  fee  paid  by  requesting  entities  exceed  fifteen  dollars  per  request. 

2.  For  each  request  requiring  the  payment  of  a  fee  received  by  the  central  repository,  the 
requesting  entity  shall  pay  a  fee  of  not  more  than  twenty  dollars  per  request  for  criminal 
history  record  information  based  on  a  fingerprint  search,  unless  the  request  is  required 
under  the  provisions  of  subdivision  (6)  of  section  210.481,  section  210.487,  or  section 
571.101,  in  which  case  the  fee  shall  be  fourteen  dollars. 

3.  A  request  made  under  subsections  1  and  2  of  this  section  shall  be  limited  to  check  and 
search  on  one  individual.  Each  request  shall  be  accompanied  by  a  check,  warrant, 
voucher,  money  order,  or  electronic  payment  payable  to  the  state  of  Missouri-criminal 
record  system  or  payment  shall  be  made  in  a  manner  approved  by  the  highway  patrol. 
The  highway  patrol  may  establish  procedures  for  receiving  requests  for  criminal  history 
record  information  for  classification  and  search  for  fingerprints,  from  courts  and  other 
entities,  and  for  the  payment  of  such  requests.  There  is  hereby  established  by  the  treasurer 
of  the  state  of  Missouri  a  fund  to  be  entitled  as  the  "Criminal  Record  System  Fund". 
Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  if  the  moneys  collected 
and  deposited  into  this  fund  are  not  totally  expended  annually  for  the  purposes  set  forth  in 
sections  43.500  to  43.543,  the  unexpended  moneys  in  such  fund  shall  remain  in  the  fund 
and  the  balance  shall  be  kept  in  the  fund  to  accumulate  from  year  to  year. 

4.  For  all  petitions  for  expungement  under  the  provisions  of  Chapter  610  and  Section 
577.054,  excluding  Section  610.122,  the  applicant  shall  pay  a  fee  of  fifty  dollars  per 
arrest  date  listed  on  the  petition.  Each  petition  shall  be  accompanied  by  a  check,  warrant, 
voucher,  money  order,  or  electronic  payment  payable  to  the  state  of  Missouri-criminal 
record  system  or  payment  shall  be  made  in  a  manner  approved  by  the  highway  patrol. 

Article  I,  Section  35(a)  14  allows  for  all  marijuana-related  arrests,  convictions,  etc.,  no 
matter  the  class  of  crime,  to  be  expunged  from  an  individual's  record.  However,  there  is 
no  statutory  reference  to  Chapter  610  to  provide  a  method  by  which  the  expungement 
process  will  occur. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 
imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 
department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 
and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 


Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact  on  their  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 

changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  XII.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-100  and  14-101  set  the  tax  rate  at  not  less  than  fifteen  percent,  but 
not  more  than  thirty  percent  of  the  purchase  price. 

o     Petitions  14-102  at  twenty-five  percent. 

o     Petitions  14-100  and  14-101  restrict  the  expenditures  from  this  additional  revenue 
to  not  be  an  "expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o     Licensing  procedures 

o     Excise  tax  collection 

o     Enforcement  and  compliance  of  licensees 

o     Fee  schedules 

o     Advertisement  regulation 
Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 
use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 
medical  use. 

Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o  Petitions  14-101  does  not  permit  expungement  of  marijuana  offenses  no  longer 
illegal  under  this  act. 

Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the 
scope  of  the  petition. 

o     Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana. 


o  Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o     Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o     Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of 
alcohol  and  tobacco  control  within  the  department  of  public  safety  to  carry  out 
any  obligations  created  by  the  petition  or  laws  operating  under  this  section,  and 
may  establish  a  reserve  fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following 
guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships  to 
attend  such  institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  State  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 


charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

A  t-HJliy  V^doC'  V^-VJoLo 

Amr^iint  of  (^o^t 

\J\-  V^-^JoL 

Basic  Civil  Legal  Services 

State  of  Missouri  -  Basic  Civil  Legal 

Fund  surcharge 

$10  00 

Services  Fund 

Statp  of  IVTi ssoiiri  -  frPnpral  Rpvptiup 

Clerk  Fee 

$45.00 

$36,  County  $9 

County  Fee 

$75.00 

County 

Sltafp  of  IVTi '^'^niiri  -Sltatpwirlp  (^niirt 

Court  Automation  Fund  Fee 

$7.00 

Automation  Fund 

r^oiirt  Rpnorfpr  fpp  ( All  r^irniit 

Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 

State  of  Missouri  -  Crime  Victims' 

Fund  surcharge 

$7.50 

Compensation  Fund 

DNA  Profiling  Analysis  Fund 

State  of  Missouri  -  DNA  Profiling 

<i;^n  no 

Brain  Injury  Fund  surcharge 

0)2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
rund  suicnaige 

$LUU 

State  01  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcnarge 

ti  no 

State  of  Missoun  -  Motorcycle  Safety 
1  rusi  c  unu 

Peace  Officer  Standards  & 

Training  (POST)  Commission 

State  of  Missouri  -  Peace  Officer 

surcharge 

Standards  &  Training  Fund 

r  roaecuilug  /\iiooiey  auu 
Circuit  Attorneys'  Retirement 

Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 

State  of  Missouri  -  Prosecuting 

Fund  surcharge 

$1.00 

Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 

surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs'  Retirement  Fund 

Spinal  Cord  Injury  Fund 

State  of  Missouri  -  Spinal  Cord  Injury 

surcharge 

$2.00 

Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 

State  of  Missouri  -  Basic  Civil  Legal 

Fund  surcharge 

$8.00 

Services  Fund 

1  1 ,  -1-7  

Clerk  ree 

$15.00 

$12  state  or  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

State  of  Missouri  -  Court  Automation 

Court  Automation  Fund  Fee 

$7.00 

Fund 

Crime  Victims'  Compensation 

State  of  Missouri  -  Crime  Victims' 

Fund  surcharge 

$7.50 

Compensation  Fund 

DNA  Profiling  Analysis  Fund 

State  of  Missouri  -  DNA  Profiling 

surcharge 

$15.00 

Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missoun  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 

Training  (POST)  Commission 

State  of  Missouri  -  Peace  Officer 

surcharge 

$1.00 

Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

T~*            A  J.A.                n    J.'                J.  1 — '  1 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 

surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

State  of  Missouri  -  Court  Automation 

Court  Automation  Fund  Fee 

$7.00 

Fund 

Crime  Victims'  Compensation 

State  of  Missouri  -  Crime  Victims' 

Fund  surcharge 

$7.50 

Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 

surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 

Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 


purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 

Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  a  fiscal  impact 
on  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.8  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $142  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-101) 


Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  23,  2013) 

Date 

January  13,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  increase  state  revenues  by  an  unknown  amount. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $142,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $1 12.5  million  in  excise  tax  collections  if  tax  rates  are  the  minimum  15%.  ATC 
also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 


producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  Ucense 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 

raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  removes  the 
language  dealing  with  the  definition  for  "Expungeable  marijuana  offense."  It  also  sets  out 
household  exemption  limits  of  8  ounces  of  usable  marijuana,  12  ounces  of  marijuana 
products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid  form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  between  15%  and  30%  of  the  purchase  price.  This  excise  tax  will  not  be  a 
part  of  total  state  revenue  and  related  expenditures  not  an  expenditure  of  state 
government. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 
promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 


Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 
dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  8  ounces  of  usable  marijuana,  16  oz  of 
marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of  marijuana  extracts  at  any 
given  time.  The  state  may  limit  the  number  of  retail  licenses  issued  to  no  less  than  one 
marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state  cannot  limit  the  number  of 
licenses  a  person  may  be  granted,  or  disallow  a  person  from  holding  different  types  of 
licenses,  or  require  them  to  be  a  Missouri  resident.  The  state  may  not  disallow  a  person 
from  a  license  due  to  expugnable  past  marijuana  offenses.  The  state  may  not  require  a 
consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver  marijuana  without  charge 
to  another  over  21  years  of  age  provided  that  the  marijuana  was  purchased  from  a 
licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person  delivering  it.  The  state 
may  not  require  a  retailer  to  record  information  about  the  buyer.  The  state  may  not 
require  a  license  for  marijuana  amounts  that  are  less  than  the  household  exemption 
amounts.  This  subsection  provides  the  guidelines  for  penalties  for  a  manufacturer  that 
grows  more  marijuana  plants  than  the  household  exemption  amounts.  This  subsection 
also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes  it  impractical  to 
conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 


Section  35(a)  14,  regarding  convictions  of  marijuana  offenses  being  expungeable  was 
removed  and  renumbered  and  now  this  section  clarifies  that  contracts  relating  to  the 
manufacturing,  producing,  delivering,  possessing  or  using  marijuana  are  not 
unenforceable  just  because  they  are  prohibited  by  federal  law. 

Section  35(a)  15,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  16  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  17,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/ Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  1  Agricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 

imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 


department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 
and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact  on  their  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 
changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  XII.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-100  and  14-101  set  the  tax  rate  at  not  less  than  fifteen  percent,  but 
not  more  than  thirty  percent  of  the  purchase  price. 

o     Petitions  14-102  at  twenty-five  percent. 

o     Petitions  14-100  and  14-101  restrict  the  expenditures  from  this  additional  revenue 
to  not  be  an  "expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o     Licensing  procedures 

o     Excise  tax  collection 

o     Enforcement  and  compliance  of  licensees 

o     Fee  schedules 

o     Advertisement  regulation 
Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 
use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 
medical  use. 


•  Pemiit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o  Petitions  14-101  does  not  permit  expungement  of  marijuana  offenses  no  longer 
illegal  under  this  act. 

•  Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the 
scope  of  the  petition. 

o     Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana. 

o  Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o     Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o     Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of 
alcohol  and  tobacco  control  within  the  department  of  public  safety  to  carry  out 
any  obligations  created  by  the  petition  or  laws  operating  under  this  section,  and 
may  establish  a  reserve  fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following 
guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships  to 
attend  such  institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  State  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 
to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Pelonv  Case  Costs 

Amount  of  Cost 

Oishiir^^p  to  Statp/C^oiintv 

Basic  Civil  Legal  Services 

<t;io  00 

State  of  Missouri  -  Basic  Civil  Legal 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

v^ouniy  fee 

4)  /  J.UU 

couniy 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -Statewide  Court 
Automation  Fund 

Court  Reporter  fee  (All  Circuit 

Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

DNA  Profiling  Analysis  Fund 
surcharge 

$30.00 

State  of  Missouri  -  DNA  Profiling 
Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 

State  of  Missouri  -  Prosecuting 

Fund  surcharge 

$1.00 

Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 

surcharge  (except  21st  Circuit) 

$3.00 
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Sherifts  Retirement  Fund 

Spinal  Cord  Lijury  Fund 
surcharge 

cho  c\c\ 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

lotal 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 

State  of  Missouri  -  Basic  Civil  Legal 

Fund  surcharge 

$8.00 

Services  Fund 

Clerk  Fee 

$15.00 

$12  State  01  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

State  of  Missouri  -  Court  Automation 

Court  Automation  Fund  Fee 

$7.00 

Fund 

Crime  Victims'  Compensation 

State  of  Missouri  -  Crime  Victims' 

Fund  surcharge 

a>  /.jU 

Compensation  Fund 

DNA  Profiling  Analysis  Fund 

State  of  Missouri  -  DNA  Profiling 

surcharge 

$15.00 

Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 

State  of  Missouri  -  Independent  Living 

Fund  surcharge 

$1.00 

Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 

Training  (POST)  Commission 

State  of  Missouri  -  Peace  Officer 

surcharge 

$1.00 

Standards  &  Training  Fund 

Prosecuting  Attorney  and 

Circuit  Attorneys'  Retirement 
Fund 

ch  A  c\c\ 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 

surcharge  (except  21st  Circuit) 

ch  o  f\f\ 

$3.00 

Sheritts  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 

surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  hicluded 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 

Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 

publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 


RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  a  fiscal  impact 
to  their  city. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 


Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.6  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $142  million.  The  fiscal  impact  to  local 
governments  is  unknown. 
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Subject 

Initiative  petition  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I  of  the  Constitution  of  Missouri.  (Received  December  23,  2013) 

Date 

January  13,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  there  will  be  no 
impact  for  their  department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  the 

proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  They  noted;  while  a  portion  of  the  tax 
revenue  generated  by  the  proposal  would  potentially  increase  the  funds  available  for 
higher  education,  including  state  scholarship  programs  administered  by  their  department, 
the  potential  additional  revenue  is  unknown  and  does  not  constitute  a  savings  for  their 
department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  proposal 
would  have  no  impact  on  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 

Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
The  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 
the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 


The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  department  is  not  allowed 
to  test  our  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  the 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  there  will 
be  no  fiscal  impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  will  have  no  fiscal 
impact  for  the  department,  but  it  will  increase  state  revenues  by  an  unknown  amount. 

Officials  from  the  Department  of  Public  Safety  indicated: 

Division  of  Alcohol  and  Tobacco  Control  (ATC) 

Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $217,500,000  in  FY  2016  and  FY 
2017. 

The  Division  of  Alcohol  and  Tobacco  Control  (ATC)  will  need  to  provide  office  space 
across  the  state  for  four  District  Offices  in  St.  Louis,  Kansas  City,  Springfield  and  Cape 
Girardeau.  The  existing  ATC  office  in  Jefferson  City  can  absorb  the  additional  staff 
within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of  marijuana 
legalization  and  the  potential  to  increase  small  business  profits  is  huge  based  on 
information  received  from  the  state  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 
estimated  it  will  have  a  large  positive  impact  on  Total  State  Revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $187,500  million  in  excise  tax  collections  if  tax  rates  are  the  minimum  25%. 


ATC  also  estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per 
2,500  people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly 
600  producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of 
$10,000  per  license  which  would  result  in  approximately  $30  million  in  license  fees. 
This  license  fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

Section  35(a)  1,  allows  for  citizens  who  are  21  years  of  age  or  older  to  engage  in  the 
production,  sale,  distribution  and  consumption  of  marijuana.  It  also  legalizes  the 
manufacturers  of  products  from  Industrial  Hemp. 

Section  35(a)2,  sets  out  the  purpose  of  this  section  to  regulate  the  marijuana  industry, 
raise  revenue  from  licensing  and  excise  taxes  on  marijuana,  prevent  criminal  activity  as  a 
result  of  black  market  marijuana  sales,  prevent  underage  consumption  of  marijuana, 
eliminate  illegal  marijuana  growth  on  public  lands,  and  to  allow  for  medical  marijuana 
consumption.  It  also  legalizes  Industrial  Hemp. 

Section  35(a)  3,  determines  the  goals  of  legalizing  marijuana  as  preventing  the 
distribution  to  those  under  age  21,  preventing  the  revenue  from  going  to  criminal 
enterprises,  preventing  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution 
of  marijuana.  It  also  prevents  marijuana  advertising  to  those  under  age  21. 

Section  35(a)  4,  provides  definitions  of  terms  used  in  this  section.  It  also  sets  out 

household  exemption  limits  of  6  marijuana  plants  and  12  ounces  of  usable  marijuana,  16 
ounces  of  marijuana  products  in  solid  form,  72  ounces  of  marijuana  products  in  liquid 
form. 

Section  35(a)  5,  prohibits  the  state  from  making  it  illegal  to  possess  or  use  marijuana  by 
21  year  olds  or  older,  to  deliver  or  travel  with  marijuana,  to  purchase,  sale  or  manufacture 
marijuana  products  and  paraphernalia.  It  prevents  seizures  or  forfeitures  as  a  result  of 
marijuana  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  or  use  of  marijuana  products. 

35(a)6,  allows  state  laws  that  address  prohibiting  import  and  export  into  and  from  within 
this  state;  the  purchase,  sale,  manufacture,  distribution,  or  delivery  of  marijuana  within 
1,000  feet  of  a  school  attended  primarily  by  individuals  under  21  years  of  age;  the 
operation  of  a  vehicle  while  using  or  under  the  influence;  usage  of  marijuana  in  a  public 
place;  purchase,  sale,  manufacturing,  production,  processing  transportation,  delivery  or 
possession  by  a  person  not  in  compliance  with  the  law;  classify  the  penalties,  and  impose 
an  excise  tax  of  25%  of  the  purchase  price. 

Section  35(a)7,  requires  the  Division  of  Alcohol  and  Tobacco  Control  (ATC)  to 
promulgate  rules  and  regulations  that  control  and  regulate  the  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  and  use  of 
marijuana,  including  requiring  a  marijuana  license  to  purchase,  sell,  manufacture, 
produce,  process,  transport  or  deliver  marijuana;  provide  for  excise  tax  collections;  and 
provide  for  the  enforcement  of  marijuana  laws  and  review  of  their  records  and  premises. 


Also  ATC  will  regulate  the  advertising.  ATC  must  also  receive  and  transfer  all  funds 
from  excise  taxes  and  license  fees  to  a  dedicated  fund  first  to  ATC.  The  collections  in  this 
dedicated  fund  shall:  be  appropriated  from  the  General  Assembly  to  carry  out  the 
obligations  under  this  law,  including  a  reserve  to  maintain  a  working  cash  balance;  next 
to  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans  -  25%; 
public  elementary  and  secondary  education  -  25%;  mental  health  and  substance  abuse 
programs  -  20%;  cities  and  counties  -  15%;  and  for  public  higher  education  for 
scholarships  to  attend  such  institutions  -  15%. 

Section  35(a)  8,  provides  that  no  state  law  shall:  impose  an  extra  tax  on  marijuana  that  is 
not  generally  imposed  on  other  products;  or  make  laws  that  make  household  limits  for  a 
person  to  have  at  any  given  time  of  less  than  6  marijuana  plants  and  12  oz  of  usable 
marijuana,  16  oz  of  marijuana  in  solid  form,  72  oz  in  liquid  form,  and  one  ounce  of 
marijuana  extracts  at  any  given  time.  The  state  may  limit  the  number  of  retail  licenses 
issued  to  no  less  than  one  marijuana  retailer  per  2,500  inhabitants  in  a  county.  The  state 
cannot  limit  the  number  of  licenses  a  person  may  be  granted,  or  disallow  a  person  from 
holding  different  tj^es  of  licenses,  or  require  them  to  be  a  Missouri  resident.  The  state 
may  not  disallow  a  person  from  a  license  due  to  expugnable  past  marijuana  offenses.  The 
state  may  not  require  a  consumer  to  purchase  a  license  to  buy  marijuana,  or  to  deliver 
marijuana  without  charge  to  another  over  21  years  of  age  provided  that  the  marijuana  was 
purchased  from  a  licensed  retailer  or  if  the  marijuana  was  home  grown  by  the  person 
delivering  it.  The  state  may  not  require  a  retailer  to  record  information  about  the  buyer. 
The  state  may  not  require  a  license  for  marijuana  amounts  that  are  less  than  the 
household  exemption  amounts.  This  subsection  provides  the  guidelines  for  penalties  for 
a  manufacturer  that  grows  more  marijuana  plants  than  the  household  exemption  amounts. 
This  subsection  also  restricts  ATC  from  making  regulations  so  burdensome  that  it  makes 
it  impractical  to  conduct  business. 

Section  35(a)  9,  allows  the  Department  of  Health  and  Senior  Services  to  promulgate  rules 
and  regulations  to  implement  the  medical  marijuana  provisions  allowing  Doctors  to 
discuss  marijuana  usage  in  conjunction  with  a  medical  condition  that  would  benefit  from 
usage. 

Section  35(a)  10,  prevents  a  licensed  doctor  from  being  subjected  to  a  criminal  and  civil 
penalties  by  any  state  licensing  boards  or  commissions  as  a  result  of  advising  a  person  on 
medical  marijuana  usage. 

Section  35(a)  11,  directs  and  authorizes  ATC  to  enforce,  administer  and  make  rules  and 
regulations  that  are  not  inconsistent  with  this  section. 

Section  35(a)  12,  directs  and  authorizes  the  Department  of  Health  and  Senior  Services  to 
enforce,  administer  and  make  rules  and  regulations  that  are  not  inconsistent  with  this 
section. 

Section  35(a)  13,  The  General  Assembly  may  make  laws  that  control,  regulate  and  tax  the 
manufacture,  production  and  delivery  of  industrial  hemp. 


Section  35(a)  14,  sets  out  the  provisions  for  expunging  marijuana  offenses. 

Section  35(a)  15,  clarifies  that  contracts  relating  to  the  manufacturing,  producing, 
delivering,  possessing  or  using  marijuana  are  not  unenforceable  just  because  they  are 
prohibited  by  federal  law. 

Section  35(a)  16,  provides  that  the  marijuana  laws  will  have  no  affect  on  current  state  or 
federal  laws  pertaining  to  employment  matters,  landlord-tenant  matters,  real  property 
contracts  that  prohibit  marijuana  manufacturing,  production,  distribution,  possession  or 
use  on  such  real  property. 

Section  35(a)  17  provides  that  if  any  part  of  this  section  is  invalidated,  the  remaining  part 
shall  not  be  affected. 

Section  35(a)  18,  provides  for  most  of  the  provisions  to  become  effective  on  January  1, 
2015,  except  for  the  actual  section  that  allows  citizens  over  the  age  of  21  to  engage  in  the 
production,  sale,  distribution,  and  consumption  of  marijuana  and  manufacturer  of  goods 
from  hemp  which  will  become  effective  on  June  1,  2015. 

The  division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  between  $4.7  to  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1  million  over  a  2 
year  period.  This  system  would  track  the  product  from  the  production  to  the  retail 
system.  Because  there  are  no  prohibitions  against  one  person  having  all  different  types  of 
marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is  through  the  use 
of  tax  stamps  and  frequent  inspections.  ATC  would  utilize  five  district  offices 
throughout  the  state  with  1  District  Supervisor,  1  Clerical  person  and  various  Special 
Agent/Auditors  in  each  District.  ATC  would  need  5  District  Supervisors,  45  Special 
Agent/ Auditors,  7  Senior  Office  Support  Assistants,  1  Staff  Attorney  and  1  Agricultural 
Expert  to  facilitate  such  a  large  undertaking.  It  should  be  noted  that  Colorado,  with  a 
population  of  almost  a  million  less,  has  56  FTE  dedicated  solely  to  the  marijuana  control 
program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 


Missouri  State  Highway  Patrol 


Costs  would  increase  by  $204,521  in  FY  2015,  $247,929  in  FY  2016,  and  $250,457  in 
FY  2017. 

The  Criminal  Justice  Information  Services  Division  states  that  there  are  currently  216,264 
arrest  charges  in  the  Central  Repository  and  an  additional  28,000  arrests  in  TAS/DWITS 
that  qualify  for  expungement  under  this  amendment.  With  no  specific  statutory  reference 
into  how  these  expungements  would  be  handled  or  the  process  by  which  they  would  be 
expunged,  it  is  difficult,  at  best,  to  estimate  the  amount  of  FTE's  required  by  the  CJIS 
Division  to  carry  out  the  expungements.  The  current  expungement  process,  pursuant  to 
Chapter  610,  takes  approximately  90  minutes  to  process.  One  FTE  can  handle  1,237 
expungements  per  year.  Conservatively,  at  least  five  FTE's  would  be  required  to  initially 
handle  the  expungments  created  by  this  amendment  based  on  no  clear  expungement 
process.  Clearly,  if  a  large  number  of  these  expungements  were  to  be  granted  with  even 
5  FTE's,  the  backlog  would  compound  greatly  to  the  point  it  may  take  several  years  to 
catch  up. 

1  FTE  =  1,856  hours  (average  work  hours  per  year)  x  60  minutes  per  hour  =  111,360 
minutes  per  year. 

The  current  average  time  per  petition  to  log,  process,  research,  review,  create  related 

correspondences,  and  to  expunge  the  information  when  the  order  is  received  is  90 
minutes.  Therefore,  one  FTE  can  handle  1,237  expungements  per  year  =  1 1 1,360  /  90. 

These  FTE  (Criminal  History  Technicians)  would  be  necessary  to  process  all 
expungement  requests,  review  criminal  history  records,  contact  any  agency  associated 
with  the  arrests  or  convictions,  and  collect  the  necessary  data  for  the  court  orders. 

Based  on  the  average  yearly  salary  and  benefit  rate  per  FTE  at  $48,435  and  the  ability  of 
that  employee  to  process  1,237  expungements  per  year,  the  cost  alone  per  expungement 
is  =  $48,435  \  1237  =  $39.15.  It  is  suggested  that  a  $50.00  fee,  similar  to  the  criminal 
history  background  check  fee,  be  implemented  for  the  cost  of  researching  and  reviewing 
the  criminal  histories,  as  well  as  contacting  of  the  various  agencies  associated  with  the 
arrests.  In  researching  other  states  with  similar  expungement  requirements,  they  all 
charge  a  fee  to  offset  the  cost  of  the  time  required  to  process  the  expungements.  Their 
fees  ranged  from  $50  to  $450  per  petition  per  arrest  date. 

These  FTE  will  most  likely  be  2nd  and  3rd  shift  employees  so  they  would  not  require  any 
equipment.  However,  there  would  be  recurring  costs  of  $650  per  year  per  FTE  for  office 
supplies  and  phone  charges.  If  any  FTE  were  placed  on  the  1st  shift,  standard  equipment 
would  be  required  at  a  one-time  cost  of  $3,566  per  FTE. 


5  Criminal  History  Technicians  ($1,102.50  x  24) 
Office  Equipment/HW/SW 


$132,300 
$3,566 


RECURRING  COSTS 


Phone  Charges  per  PTE 
Office  Supplies  per  PTE 


$350 
$300 


Comments 


In  1924,  the  United  States  Justice  Department  PBI  began  building  a  national  system  of 
criminal  records  for  the  protection  of  citizens  through  the  detection  and  apprehension  of 
criminals.  The  Omnibus  Crime  Control  and  Safe  Streets  Act  of  1968  established 
minimum  requirements  for  the  management  of  criminal  record  systems.  The  Kennedy 
Amendment  in  the  Crime  Control  Act  of  1973  requires  all  criminal  history  information 
collected,  maintained  and/or  disseminated  by  state  and  local  agencies  to  be  complete, 
secure  and  available  for  review  and  challenged  by  record  subjects.  It  further  stipulates 
that  information  must  be  used  only  for  law  enforcement  and  other  specifically  authorized 
purposes.  The  Anti-Drug  Abuse  Act  of  1988  requires  a  system  for  the  immediate  and 
accurate  identification  of  felons  who  attempt  to  purchase  firearms.  The  Brady  Handgun 
Violence  Prevention  Act  of  1993,  the  National  Child  Prevention  Act  of  1993,  the 
National  Stalker  and  Domestic  Violence  Reduction  Program  of  the  Violence  Against 
Women  Act,  the  National  Instant  Criminal  Background  Check  System/Crime 
Identification  Technology  Act  of  1998,  the  NICS  Improvement  Amendment  Act,  the 
Jacob  Wetterling  Crimes  Against  Children  Act,  and  the  Sexually  Violent  Offender 
Registration  Act  (Megan's  Law).  These  supporting  bills  are  all  programs  that  are 
dependent  upon  a  complete,  accurate  and  timely  criminal  history  database  in  the  state. 

This  proposed  legislation  would  also  impact  the  determination  of  qualified  individuals 
relating  to  positions  of  public  trust  (i.e.,  persons  caring  for  children,  the  elderly  or  the 
disabled).  It  would  adversely  impact  the  criminal  justice  system  and  the  ability  for  the 
criminal  justice  system  to  adequately  protect  the  citizens  of  Missouri  from  convicted 
criminals. 

Additionally,  RMSo  610.122  and  610.123  address  the  requirements  and  processes  for 
expungements.  This  bill  does  not  address  these  state  statutes  and  would  conflict  with 
these  laws.  Currently,  no  record  can  be  expunged  if  the  individual  of  the  arrest  has  prior 
or  subsequent  misdemeanor  or  felony  convictions,  the  subject  received  a  suspended 
imposition  of  sentence  for  the  arrest,  or  the  subject  received  a  conviction. 

Certain  misdemeanor  and  municipal  offenses  (i.e.,  drug  offenses  under  Chapter  195)  can 
be  enhanced  if  it  is  a  second  or  third  offense.  It  would  be  difficult  to  enhance  the  offense 
per  558.016  if  previous  convictions  were  expunged. 

The  following  language  is  proposed  to  provide  for  the  collection  of  a  fee  to  offset  the 
costs  of  the  expungement: 

43.530.  1.  For  each  request  requiring  the  payment  of  a  fee  received  by  the  central 
repository,  the  requesting  entity  shall  pay  a  fee  of  not  more  than  nine  dollars  per  request 
for  criminal  history  record  information  not  based  on  a  fingerprint  search.  In  each  year 


beginning  on  or  after  January  1,  2010,  the  superintendent  may  increase  the  fee  paid  by 
requesting  entities  by  an  amount  not  to  exceed  one  dollar  per  year,  however,  under  no 
circumstance  shall  the  fee  paid  by  requesting  entities  exceed  fifteen  dollars  per  request. 

2.  For  each  request  requiring  the  payment  of  a  fee  received  by  the  central  repository,  the 
requesting  entity  shall  pay  a  fee  of  not  more  than  twenty  dollars  per  request  for  criminal 
history  record  information  based  on  a  fingerprint  search,  unless  the  request  is  required 
under  the  provisions  of  subdivision  (6)  of  section  210.481,  section  210.487,  or  section 
571.101,  in  which  case  the  fee  shall  be  fourteen  dollars. 

3.  A  request  made  under  subsections  1  and  2  of  this  section  shall  be  limited  to  check  and 
search  on  one  individual.  Each  request  shall  be  accompanied  by  a  check,  warrant, 
voucher,  money  order,  or  electronic  payment  payable  to  the  state  of  Missouri-criminal 
record  system  or  payment  shall  be  made  in  a  manner  approved  by  the  highway  patrol. 
The  highway  patrol  may  establish  procedures  for  receiving  requests  for  criminal  history 
record  information  for  classification  and  search  for  fingerprints,  from  courts  and  other 
entities,  and  for  the  payment  of  such  requests.  There  is  hereby  established  by  the  treasurer 
of  the  state  of  Missouri  a  fund  to  be  entitled  as  the  "Criminal  Record  System  Fund". 
Notwithstanding  the  provisions  of  section  33.080  to  the  contrary,  if  the  moneys  collected 
and  deposited  into  this  fund  are  not  totally  expended  annually  for  the  purposes  set  forth  in 
sections  43.500  to  43.543,  the  unexpended  moneys  in  such  fund  shall  remain  in  the  fund 
and  the  balance  shall  be  kept  in  the  fund  to  accumulate  from  year  to  year. 

4.  For  all  petitions  for  expungement  under  the  provisions  of  Chapter  610  and  Section 
577.054,  excluding  Section  610.122,  the  applicant  shall  pay  a  fee  of  fifty  dollars  per 
arrest  date  listed  on  the  petition.  Each  petition  shall  be  accompanied  by  a  check,  warrant, 
voucher,  money  order,  or  electronic  payment  payable  to  the  state  of  Missouri-criminal 
record  system  or  payment  shall  be  made  in  a  manner  approved  by  the  highway  patrol. 

Article  I,  Section  35(a)  14  allows  for  all  marijuana-related  arrests,  convictions,  etc.,  no 
matter  the  class  of  crime,  to  be  expunged  from  an  individual's  record.  However,  there  is 
no  statutory  reference  to  Chapter  610  to  provide  a  method  by  which  the  expungement 
process  will  occur. 

Officials  from  the  Department  of  Social  Services  indicated  through  the  excise  tax 
imposed  by  these  amendments,  there  is  the  potential  to  increase  state  revenues;  however, 
there  is  no  specific  provision  that  any  of  that  money  would  be  appropriated  to  the 
department.  Although  some  portion  of  the  revenue  is  to  be  allocated  for  mental  health 
and  substance  abuse  programs,  which  agency  or  agencies  would  benefit  would  be 
subjected  to  the  appropriations  process.  Therefore,  no  fiscal  impact  to  the  department  is 
anticipated. 

Officials  from  the  Governor's  Office  indicated  this  initiative  petition  will  have  no  fiscal 
impact  to  their  office. 

Officials  from  the  House  of  Representatives  indicated  this  initiative  petition  will  have 
no  fiscal  impact  to  their  office. 


Officials  from  the  Department  of  Conservation  indicated  there  will  be  no  adverse  fiscal 
impact  on  the  department. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact  on  their  department. 

Officials  from  the  Office  of  Administration  indicated: 

These  initiative  petitions  create  Article  I,  Section  35(a)  in  the  Missouri  Constitutions  and 

changes  or  repeals  certain  sections  of  Articles  I  thru  X  and  XII.  Below  summarizes  the 
petitions  and  distinguishes  the  difference  between  the  various  versions.  These  petitions: 
Legalize  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  hemp. 
Legalize  the  possession  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp  for  persons  twenty-one  years  of  age  or  older. 
Legalize  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a  physician. 
Legalize  the  retail  sales  of  marijuana,  marijuana  products,  marijuana  paraphernalia, 
marijuana  extracts,  and  industrial  hemp. 

Allow  the  General  Assembly  to  enact  an  excise  tax  on  the  fair  market  sale  of  marijuana 
and  industrial  hemp  produced  in  the  state. 

o  Petitions  14-100  and  14-101  set  the  tax  rate  at  not  less  than  fifteen  percent,  but 
not  more  than  thirty  percent  of  the  purchase  price. 

o     Petitions  14-102  at  twenty-five  percent. 

o     Petitions  14-100  and  14-101  restrict  the  expenditures  from  this  additional  revenue 
to  not  be  an  "expense  of  the  state  government." 
Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  including: 

o     Licensing  procedures 

o     Excise  tax  collection 

o     Enforcement  and  compliance  of  licensees 

o     Fee  schedules 

o     Advertisement  regulation 
Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations  necessary  for 
implementation  by  June  1,  2015  that  will  permit  individuals  with  medical  conditions  to 
use  marijuana,  marijuana  products,  marijuana  paraphernalia,  and  marijuana  extracts  for 
medical  use. 

Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this  act. 

o  Petitions  14-101  does  not  permit  expungement  of  marijuana  offenses  no  longer 
illegal  under  this  act. 

Do  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana  extracts,  and 
industrial  hemp,  other  than  what  is  imposed  on  other  products  generally. 

o  Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond  the 
scope  of  the  petition. 

o     Require  an  employer  to  retain  an  employee  impaired  by  the  use  of  marijuana. 


o  Forbid  any  individual  or  property  owner  from  prohibiting  marijuana  within  their 
property. 

o     Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal  laws, 
o     Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under  the  age  of 
twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act. 

Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  First  all  funds  the  General  Assembly  deems  necessary  for  the  division  of 
alcohol  and  tobacco  control  within  the  department  of  public  safety  to  carry  out 
any  obligations  created  by  the  petition  or  laws  operating  under  this  section,  and 
may  establish  a  reserve  fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following 
guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships  to 
attend  such  institutions 

Further  B&P  assumes  that  the  retail  sale  or  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  State  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 

to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 


charges  disposed  by  guilty  outcome.  We  are  unable  to  determine  what  number  of  these 
charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

A  t-HJliy  V^doC'  V^-VJoLo 

Amr^iint  of  (^o^t 

\J\-  V^-^JoL 

Basic  Civil  Legal  Services 

State  of  Missouri  -  Basic  Civil  Legal 

Fund  surcharge 

$10  00 

Services  Fund 

Statp  of  IVTi ssoiiri  -  frPnpral  Rpvptiup 

Clerk  Fee 

$45.00 

$36,  County  $9 

County  Fee 

$75.00 

County 

Sltafp  of  IVTi '^'^niiri  -Sltatpwirlp  (^niirt 

Court  Automation  Fund  Fee 

$7.00 

Automation  Fund 

r^oiirt  Rpnorfpr  fpp  ( All  r^irniit 

Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 

State  of  Missouri  -  Crime  Victims' 

Fund  surcharge 

$7.50 

Compensation  Fund 

DNA  Profiling  Analysis  Fund 

State  of  Missouri  -  DNA  Profiling 

<i;^n  no 

Brain  Injury  Fund  surcharge 

0)2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 
rund  suicnaige 

$LUU 

State  01  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcnarge 

ti  no 

State  of  Missoun  -  Motorcycle  Safety 
1  rusi  c  unu 

Peace  Officer  Standards  & 

Training  (POST)  Commission 

State  of  Missouri  -  Peace  Officer 

surcharge 

Standards  &  Training  Fund 

r  roaecuilug  /\iiooiey  auu 
Circuit  Attorneys'  Retirement 

Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 

State  of  Missouri  -  Prosecuting 

Fund  surcharge 

$1.00 

Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 

surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs'  Retirement  Fund 

Spinal  Cord  Injury  Fund 

State  of  Missouri  -  Spinal  Cord  Injury 

surcharge 

$2.00 

Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 

State  of  Missouri  -  Basic  Civil  Legal 

Fund  surcharge 

$8.00 

Services  Fund 

1  1 ,  -1-7  

Clerk  ree 

$15.00 

$12  state  or  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

State  of  Missouri  -  Court  Automation 

Court  Automation  Fund  Fee 

$7.00 

Fund 

Crime  Victims'  Compensation 

State  of  Missouri  -  Crime  Victims' 

Fund  surcharge 

$7.50 

Compensation  Fund 

DNA  Profiling  Analysis  Fund 

State  of  Missouri  -  DNA  Profiling 

surcharge 

$15.00 

Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missoun  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 

Training  (POST)  Commission 

State  of  Missouri  -  Peace  Officer 

surcharge 

$1.00 

Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

T~*            A  J.A.                n    J.'                J.  1 — '  1 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 

surcharge  (except  21st  Circuit) 

$3.00 

Sheriffs  Retirement  fund 

Spinal  Cord  Injury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

State  of  Missouri  -  Court  Automation 

Court  Automation  Fund  Fee 

$7.00 

Fund 

Crime  Victims'  Compensation 

State  of  Missouri  -  Crime  Victims' 

Fund  surcharge 

$7.50 

Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 

surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Traimng  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 
Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  there  will  be  no  fiscal  impact  on  their 
agency. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 


purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 

Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 
public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  this  initiative  petition  will  have  no 
fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  any  fiscal 
impact  to  their  city  resulting  from  this  petition. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
There  would  be  no  savings. 

Officials  from  the  City  of  St.  Joseph  indicated  this  petition  could  result  in  additional 
revenues  for  the  city's  police  and  fire  pensions  and  for  enforcement  of  laws  pertaining  to 
marijuana  in  general.  It  could  also  be  a  financial  support  to  local  mental  health  facilities, 
suffering  from  the  cuts  in  federal  and  state  assistance.  It's  not  clear  if  the  cost  of 
enforcing  the  new  proposed  laws  would  offset  any  savings  from  no  longer  enforcing 
current  laws  on  the  matter. 

Neither  the  amount  of  potential  revenue  from  the  proposed  excise  taxes  and  business 
licenses  nor  the  level  of  increased  (or  decreased)  expenses  can  be  calculated. 

Officials  from  University  of  Missouri  indicated  this  petition  could  potentially  see  some 
positive  benefits  through  scholarships  to  students  that  could  be  funded  as  a  result  of  this 
initiative;  however,  the  impact  is  not  determinable. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Natural  Resources,  Adair  County,  Boone  County, 
Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene  County, 
Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis  County, 
Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Joplin, 
the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  million  in  startup  costs  and  annual  operating  costs  starting 
at  $4.8  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $217  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-104) 


Subject 

Initiative  petition  from  Steven  Reed  regarding  a  proposed  constitutional  amendment  to 
Article  IV.  (Received  December  24,  2013) 

Date 

January  14,  2014 
Description 

This  proposal  would  amend  Article  IV  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Economic  Development  indicated  they  assume  no 
impact  for  their  department  and  defer  to  the  Department  of  Revenue  for  analysis  of  the 
proposed  sales  tax  increase  to  general  revenue. 

Officials  from  the  Department  of  Higher  Education  indicated  they  estimate  this 
proposal  would  not  result  in  any  cost  or  savings  for  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  initiative  petition. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  proposal  would  increase  costs 
for  their  department  by  $139,268  for  fiscal  year  2015  and  increase  state  revenue  by 
$36,450,000  in  fiscal  year  2015,  and  $36,450,000  for  fiscal  year  2016. 

This  amendment  imposes  an  additional  sales  tax  of  1/lOth  of  one  percent  to  fund 
"Technology  Parks"  in  Ozark,  Billings,  Joplin,  Nixa,  Republic,  Willard,  Springfield,  or 
any  other  city  that  requests  funding. 

The  IT  portion  of  the  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $9,630. 
The  value  of  the  level  of  effort  is  calculated  on  356  PTE  hours. 

The  amendment  increases  total  state  revenue  by  approximately  $73  million. 

The  amendment  imposes  a  1/lOth  of  one  percent  sales  tax  upon  sellers  for  selling  tangible 
personal  property  or  taxable  services  for  a  period  of  one  year.  The  Department  of 
Economic  Development  receives  revenue  from  the  tax  to  promote  and  develop 


Technology  Parks  in  Ozark,  Billings,  Joplin,  Nixa,  Republic,  Willard,  Springfield,  or  any 
other  city  that  requests  funding.  In  addition  to  the  tax,  the  amendment  sets  up  a 
foundation  for  contributions  from  labor  leaders,  business  leaders,  educational  leaders,  and 
the  public  at  large.  The  tax  expires  after  one  year  of  collections. 

Based  on  fiscal  year  2013  collections,  a  1/lOth  of  one  percent  increase  is  to 
approximately  $72.9  million.  The  increased  revenue  would  be  divided  between  fiscal 
years  2015  and  2016. 

Administrative  Impact 

Sales  Tax: 

The  department  needs  programming  to  impose  the  new  state  rate.  Additionally,  we  need 
to  send  rate  change  letters  to  all  businesses  registered  to  collect  sales  tax. 

Postage  Costs:  As  of  August  2012,  a  report  generated  by  Information  Technology 
indicated  there  were  140,911  businesses  registered  to  collect  sales  tax.  Based  on  the 
number  of  businesses,  the  department  requires  $129,638  for  mailings  to  notify  these 
businesses  when  the  increased  rate  goes  into  effect  and  when  the  rate  is  reduced  at  the 
end  of  the  effective  year.  (281,822  x  $0.46  =  $129,638)  However,  the  postage  rate  is 
expected  to  increase  in  January,  so  the  cost  of  sending  these  letters  may  increase  after  that 
time. 

ITSD-DOR: 

Tax  -  Sales  Tax 

Section  36(1)  New  1/10*  of  one  percent  state  sales  and  use  tax  for  technology  parks. 

Money  must  be  put  on  separate  line  cashiering  worksheet  -  188  hrs 
New  line  item  on  Sales  Tax  Worksheet  Application  -  168  hrs 

Comments: 

Section  36(a) 

The  amendment  states,  "...cities  of  Ozark,  Billings,  Joplin,  Nixa,  Republic,  Willard, 
Springfield  and  any  other  legal  city  will  be  able  to  submit  request  for  funding." 

The  amendment  does  not  include  a  definition  for  what  constitutes  a  "legal  city."  The 
department  recommends  defining  this  term. 

The  department  recommends  defining  "Technology  Parks." 

The  sales  and  use  tax  established  in  this  section  is  only  imposed  on  sellers  for  the 
privilege  of  selling  tangible  personal  property  or  rendering  taxable  services  at  retail  or  for 
the  privilege  of  storing,  using,  or  consuming  tangible  personal  property  in  this  state. 
Motor  vehicles,  trailers,  boats,  and  outboard  motors  are  excluded  from  the  sales  tax 
imposed  on  sellers;  rather  they  are  subject  to  a  titling  tax  imposed  on  individuals. 


Therefore,  the  increased  sales  and  use  tax  is  not  applicable  to  the  sale  of  motor  vehicles, 
trailers,  boats,  or  outboard  motors. 

There  is  no  effective  date  expressed  within  the  amendment.  Therefore,  this  amendment 
will  become  effective  December  5,  2014,  if  approved  by  voters  in  November,  2014.  This 
will  require  retailers  to  charge  two  different  tax  rates  in  the  same  month.  It  also  does  not 
provide  adequate  time  to  notify  all  retailers  of  the  rate  change. 

Officials  from  the  Department  of  Public  Safety  indicated  their  department  is  not  fiscally 
impacted  by  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  fiscal  impact  to 
their  department  because  state  purchases  are  generally  exempt  from  the  payment  of  sales 
tax.  In  addition,  any  funds  raised  by  this  sales  tax  are  dedicated  to  a  specific  purpose  and 
not  available  for  any  other  governmental  program. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Transportation  indicated  they  assume  no  fiscal 
impact  from  this  initiative  petition. 

Officials  from  the  Office  of  Administration  indicated  a  similar  sales  tax  of  1%,  collected 
for  education  purposes,  generated  $726.9  million  in  fiscal  year  2013.  This  includes  tax  on 
food  for  home  consumption,  which  is  not  exempted  in  this  proposal.  Therefore,  an 
additional  0.1%  tax  would  generate  $72.7  million  in  one  full  year.  This  proposal  will 
have  no  impact  on  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  proposed  initiative  petition  results  in 
zero  impact  to  the  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 


historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  fiscal  year  2013,  at  the  August  and  November  elections,  there  were  5 
statewide  Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to 
publish  (an  average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office 
assumes,  for  the  purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation 
authority  it  needs  to  meet  the  publishing  requirements.  However,  because  these 
requirements  are  mandatory,  we  reserve  the  right  to  request  funding  to  meet  the  cost  of 
our  publishing  requirements  if  the  Governor  and  the  General  Assembly  change  the 
amount  or  eliminate  the  estimated  nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  significant  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  any  fiscal 
impact  to  their  city  resulting  from  this  petition. 

Officials  from  the  City  of  Kansas  City  indicated  this  initiative  petition  would  have  no 

direct  fiscal  impact  on  their  city;  however,  it  would  have  the  following  indirect  fiscal 
impact:  Any  increase  in  the  state  sales  tax  rate  from  this  initiative  would  be  a 
disincentive  to  shop  in  Kansas  City,  Missouri.  More  consumers  would  shop  online  or  in 
nearby  Kansas  stores.  This  would  reduce  Kansas  City  local  sales  tax  revenues. 

Officials  from  the  City  of  St.  Josepli  indicated  theoretically,  the  city  could  benefit  from 
the  sales  tax  were  we  to  apply  for,  and  receive,  funds  for  a  technology  park.  On  the  other 
hand,  if  the  city  had  to  spend  $30,000-40,000  on  an  election  to  see  if  citizens  think  the 
city  needs  such  a  thing  in  order  to  have  a  good  chance  of  receiving  such  funds,  any 
benefit  is  reduced.  If  the  city  didn't  get  a  proposal  approved,  the  city  would  lose  the 
money  spent  for  the  election. 

The  officials  said  they  also  question  the  statement  that  the  tax  revenues  are  for 
"southwest  Missouri,"  but  later  appears  to  provide  the  opportunity  to  "any  legal  City." 

They  also  had  the  following  questions: 

Would  there  be  a  cap  to  be  given  to  any  one  city?  Are  administrative  costs  figured  in? 

Officials  from  University  of  Missouri  indicated  this  initiative  petition  would  have  a 
positive  fiscal  impact  on  their  university,  particularly  in  the  areas  of  research  and 
economic  development. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Agriculture,  the  Department  of  Elementary  and  Secondary  Education,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the 
City  of  Raymore,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the 
City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District, 
Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical 
College,  Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

This  proposed  constitutional  amendment  will  impose  a  sales  tax  of  one-tenth  of  one  percent  for 
one  year.  The  additional  revenues  of  approximately  $73  million  will  be  used  for  the  promotion 
and  development  of  Technology  Parks  in  southwest  Missouri.  State  governmental  entities  will 
have  one-time  increased  operating  costs  of  about  $139,000. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-118) 


Subject 

Initiative  petition  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  January  31,  2014) 

Date 

February  20,  2014 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  University  of  Central  Missouri,  Harris-Stowe  State  University,  Lincoln 
University,  Missouri  State  University,  Missouri  Southern  State  University,  Missouri 
Western  State  University,  Northwest  Missouri  State  University,  Southeast  Missouri 
State  University,  and  Truman  State  University. 


Marc  EUinger  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  an  unknown  fiscal  impact  on 
their  department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

The  individual  income  tax  is  reduced  per  "reduction  factor"  (i.e.  the  percentage,  rounded 
to  the  nearest  tenth  of  one  percent  but  not  less  than  one  tenth  of  one  percent,  sufficient  to 
reduce  tax  collections  by  the  amount  collected  from  the  fees  or  assessments  imposed). 
The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the 
reduction  factor  effective  the  immediately  ensuing  tax  year. 

They  defer  to  DOR  in  regard  to  collection  amounts  resulting  from  the  assessments  and/or 
fees  imposed. 

All  revenues  generated  shall  be  used  to  reduce  the  individual  income  tax.  Based  on  this 
assumption,  the  state  school  foundation  formula  would  not  be  negatively  impacted 
fiscally.  However,  the  proposal  appears  to  address  the  reduction  and\or  permanent 
elimination  of  the  individual  income  tax  rate.  It  does  not  appear  to  allow  for  an  increase 
or  adjustment  to  the  individual  income  tax  rate  when  the  collection  of  assessments  and/or 
fees  are  insufficient  to  cover  the  reduction  factor  in  any  previous  year.  This  could 
ultimately  lead  to  a  situation  where  there  are  minimal  taxes  collected  from  individual 
income  taxes  and  minimal  collections  from  the  assessments  and/or  fees  created  here,  such 
that  state  revenues  could  be  significantly  diminished.  This  would  negatively  impact  the 
state  school  foundation  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  this  proposal  would  not 
result  in  any  costs  or  savings  for  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 


Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  increased  operating  costs  for  the 
department  will  be  $251,980  for  fiscal  year  2015,  $206,774  for  fiscal  year  2016,  and 
$208,925  for  fiscal  year  2017. 

The  IT  portion  of  this  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $41,278. 
This  value  is  based  on  1,512  PTE  hours. 

This  amendment  may  result  in  a  decrease  in  total  state  revenue.  While  the  increase  due  to 
the  $0.01  tax  on  vapor  product  units  is  unknown,  the  $0.55  assessment  fee  on  all  non- 
participating  manufacturer  cigarettes  will  result  in  an  increase  of  $72.1  million.  This 
increase  will  result  in  a  reduction  of  the  individual  income  tax  rate  to  5.8  percent, 
decreasing  general  revenue  by  an  estimated  $137.6  million.  The  department  assumes  that 
the  assessments  will  be  deposited  into  the  General  Revenue  fund,  resulting  in  a  net  loss  of 
$65.5  million  dollars  to  general  revenue. 

The  increase  in  assessments  on  vapor  products  and  cigarettes  increases  state  revenues, 
but  not  enough  to  offset  income  tax  losses.  If  the  amendment  permanently  reduces 
individual  income  tax  based  on  the  increased  assessments  and  then  vapor  products  and 
cigarette  sales  decrease,  this  may  lead  to  further  reductions  in  state  revenues. 

SECTION  26 

This  section  permanently  reduces  individual  income  tax  by  the  amount  collected  by  the 
state  from  the  assessments  imposed  in  Section  27. 

Administrative  Impact: 
Personal  Tax: 

Personal  Tax  requires  programming  support  and  forms  changes.  Additionally,  Personal 
Tax  needs  one  (1)  Revenue  Processing  Technician  I  to  process  correspondence. 

Collections  &  Tax  Assistance: 

Based  on  section  26,  Collections  &  Tax  Assistance  anticipates  additional  customer 
contacts  due  to  the  tax  rate  change  and  adjustment  notices.  Collections  &  Tax  Assistance 
requires  two  (2)  Tax  Collection  Technicians  I  for  additional  contacts  on  the  non- 
delinquent  and  delinquent  tax  lines  and  one  (1)  Revenue  Processing  Technician  I  for 
contacts  to  the  field  offices.  Each  technician  requires  CARES  equipment  and  licenses. 


ITSD-DOR: 

Individual:      Tax  rate  reduction  -  504  hours 


SECTION  27 

This  version  of  the  petition  adds  an  equity  assessment  fee  on  the  purchase,  storage,  use, 
consumption,  handUng,  distributions  or  wholesale  sale  of  nonparticipating  manufacturer 
cigarettes  at  a  rate  of  $0.55  per  pack.  This  section  proposes  a  new  assessment  of  $0.01 
per  .01  fluid  ounce  of  vapor  product  material. 

In  addition  to  the  above  assessments,  the  petition  requires  that  any  person  that  provides 
cigarette  manufacturing  services  or  access  to  automatic  cigarette  manufacturing 
equipment  to  consumers  be  considered  a  manufacturer. 

ADMINISTRATIVE  IMPACT: 

Excise  Tax: 

Depending  on  who  collects  the  tax,  either  250  licensed  wholesalers  or  approximately 
4,500  retailers  need  to  be  notified  of  the  provisions  of  this  amendment.  New  reporting 
forms  would  need  to  be  developed  and  a  program  would  be  needed  to  track  the 
information. 

Excise  Tax  requires  one  (1)  Revenue  Processing  Technician  I  for  every  3,000  returns. 

The  department  assumes  that  all  revenues  collected  would  go  to  the  general  revenue 
fund.  This  would  require  changes  to  the  cashiering  functions  and  to  SAM  II  entry. 

This  section  requires  a  Constitutional  Amendment  for  any  future  increase  to  the 
tax,  license,  fee  or  special  assessment  on  cigarettes  or  tobacco  products. 

New  reporting  forms  would  need  to  be  developed,  120  cigarette  wholesalers  would  need 
to  be  notified  and  the  Peach  Tree  Accounting  System  would  require  updating  to  allow  for 
the  tax  rate. 

Mailing  costs  to  wholesalers  and  retailers: 

Wholesalers:  120  x  $0,555=  $  66.60 
Retailers:  4500  x  $0,555  =  $2,497.50 
Total:  $2,564.10 

ITSD-DOR: 

Excise: New  Vapor  Product  Excise  Tax  system  -  1008  hours 

New  assessment  on  non-participating  manufacturer  cigarettes  -  504  hours 

Comments: 

Section  26 

This  section  allows  for  the  individual  income  tax  to  be  permanently  reduced.  However,  it 
does  not  provide  for  any  increase  if  in  future  years  the  revenues  derived  from  the  special 


assessments  imposed  in  Section  27  decrease.  It  is  also  unclear  if  the  rate  reduction  occurs 
if  the  assessment  amounts  collected  remain  the  same  from  year  to  year.  The  language  is 
also  vague  as  to  who  is  responsible  for  determining  whether  the  decrease  is  reoccurring. 

Section  27 

Although  it  is  not  stated  within  this  amendment,  the  department  assumes  that  the 
assessments  collected  within  this  section  will  be  deposited  into  the  General  Revenue  fund 
to  offset  the  loss  of  funds  due  to  the  individual  income  tax  rate  reduction. 

Currently,  the  department  collects  other  tobacco  product's  tax  on  the  manufacturer's 
invoice  price  of  a  product.  To  collect  the  special  assessment  based  upon  a  number  of 
ounces  provides  special  challenges  for  the  department. 

Internet  research  indicates  most  material  containing  nicotine  is  measured  in  milliliters 
(ml)  not  ounces.  Therefore,  conversion  will  be  needed  to  determine  the  special 
assessment  amount  based  upon  ounces.  Additionally,  electronic  cigarette  kits  contain 
cartridges  containing  small  amounts  of  fluid  (usually  somewhere  between  3  to  7 
drops).  This  may  be  difficult  to  calculate  the  amount  due. 

It  is  also  unclear  if  the  vapor  product  unit  must  contain  at  least  .05  ounces.  It  is  unclear  if 
a  kit  that  contains  two  cartridges  that  hold  less  than  .05  ounces  is  still  subject  to 
assessment.  The  department  assumes  that  the  assessment  can  be  based  upon  a  fractional 

part  of  .05  ounces.  The  department  also  assumes  that  if  a  product  contains  30  ml  then 
that  would  be  converted  to  ounces  and  divided  by  .05  to  determine  the  number  of  "Vapor 
Product  Units"  subject  to  assessment. 

The  language  is  unclear  as  to  who  would  be  responsible  for  remitting  the  special 
assessment  fee,  whether  at  the  sale  by  the  wholesaler  to  the  retailer  or  at  the  sale  by  the 
retailer  to  the  consumer. 

If  the  FDA  should  ever  regulate  these  products  under  Chapter  V,  they  would  no  longer  be 
subject  to  the  special  assessment. 

It  is  unclear  if  the  person  responsible  for  collecting  the  special  assessment  would  need  to 
be  licensed  or  not.  If  licensing  of  retailers  is  required,  additional  personnel  will  be 
needed.  Additionally,  if  licensing  is  required,  it  is  unclear  if  the  requirements  in  Chapter 
149  can  be  applied,  which  impose  a  yearly  fee  and  requiring  submission  of  a  bonding 
instrument. 

There  does  not  appear  to  be  any  penalty  provisions  for  non-compliance.  It  is  unclear  if 
the  person  remitting  the  tax  will  be  granted  any  collection  allowances.  There  are  no 
refund  provisions. 

The  department  assumes  the  effective  date  of  this  legislation  would  be  upon  certification 
of  the  election  results  by  the  Secretary  of  State.  This  would  not  allow  sufficient  time  to 
make  all  the  necessary  form  changes,  programming  changes  and  notifications.  It  is 


recommended  that  the  effective  date  be  changed  to  July  1,  2015.  This  will  also  reduce  the 
burden  on  the  wholesalers  required  to  implement  the  assessment  in  the  middle  of  the 
month. 

Current  cigarette  taxes  are  imposed  upon  the  consumer.  This  legislation  appears  to 
impose  the  tax  on  the  wholesaler,  making  the  assessment  fee  subject  to  sales  tax.  This 
may  be  confusing  to  retailers,  as  they  currently  do  not  charge  sales  tax  on  the  state 
cigarette  tax. 

As  this  legislation  requires  that  the  assessment  be  collected  in  the  same  manner  as  other 
cigarette  tax,  this  would  require  the  design  and  purchase  of  new  cigarette  stamps  to  be 
used  only  on  non-participating  manufacturer  cigarettes.  Because  of  the  special 
assessment  in  this  section,  an  additional  series  of  stamps  would  have  to  be  designed  and 
purchased.  Although  a  separate  stamp  could  be  developed,  in  consultation  with  cigarette 
wholesalers,  this  would  put  an  extreme  burden  on  wholesalers  to  apply  separate  stamps  to 
each  pack  of  cigarettes. 

The  department  budgets  for  and  purchases  all  cigarette  stamps  for  the  fiscal  year  at  one 
time.  The  implementation  of  a  new  tax  at  a  time  other  than  the  beginning  of  a  fiscal  year 
could  result  in  inventory  of  stamps  that  will  be  obsolete  and  would  have  to  be 
destroyed.  Additionally,  there  may  not  be  sufficient  funds  in  the  budget  to  allow  the 
purchase  of  the  new  stamps. 

The  department  assumes  that  the  compensation  allowance  of  3  percent  provided  for  in 
Chapter  149.021  RSMo  would  apply  to  the  special  assessment  fee,  as  the  fee  is  to  be 
collected  in  the  same  way  as  other  cigarette  taxes.  The  department  also  assumes  that  as 
this  assessment  is  to  be  collected  in  the  same  manner  as  other  cigarette  taxes,  this  would 
allow  for  the  credit  or  refund  on  returned  stamps. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  for  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  since  this  initiative  petition 
imposes  a  special  assessment  and  provides  for  a  reduction  in  the  individual  income  tax,  it 
has  the  potential  to  affect  total  state  revenue.  However,  there  is  no  direct  fiscal  impact  to 
their  department.  Since  the  budget  of  any  state  agency  is  dependent  upon  the 
appropriations  process,  they  cannot  predict  whether  their  department  might  be  affected  if 
this  proposal  were  to  result  in  a  change  in  the  total  amount  of  general  revenue  available  to 
fund  state  government. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  should  be  no 
fiscal  impact  to  their  agency. 


Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

These  proposals  create,  upon  voter  approval,  additional  taxes  on  various  tobacco 
products. 

There  should  be  no  cost  to  the  Office  of  Administration. 
Budget  &  Planning  (BAP)  provides  these  estimates: 
Vapor  Product  Units  (all  versions): 

The  proposals  create  an  additional  tax  of  $0.01  levied  on  each  "Vapor  Product  Unit" 
(VPU),  defined  as  0.01  fl.  oz.  of  nicotine  product. 

•  According  to  a  recent  analysis  by  Wells  Fargo  Securities,^  national  sales  of  e- 
cigarettes  will  total  $1.7  billion  in  2013. 

•  BAP  assumes  2%  of  this  figure  represents  sales  in  MO,  and  of  this,  90%  is  sales  of 
VPUs,  or  about  $32M. 

•  BAP  assumes  these  sales  are  in  the  form  of  "cartridges"  that  retail  for  $2  each,  or 
16M  cartridges.  Also,  each  cartridge  contains  1.5  mL  of  liquid,  for  a  total  of  24M 
mL.  However,  there  are  numerous  e-cigarette  products,  with  various  amounts  of 
fluid,  offered  at  an  array  of  prices  for  consumers  to  choose  from. 

•  BAP  notes  that  24M  mL  is  about  0.8 12M  fl.  oz.,^  which  implies  about  81.15M 
VPUs  are  sold  in  MO. 

•  At  $0.01  per  VPU,  this  would  generate  about  $0.8 122M  in  additional  revenues. 

Cigarette  Tax  (versions  1 19  &  120): 

The  proposals  create  an  additional  cigarette  tax  of  $0.17  per  pack,  which  doubles  the 
current  rate  of  tax.  BAP  notes  that  cigarette  tax  revenues  in  FY  13  totaled  just  over 
$86.8M.  However,  the  additional  tax  would  reduce  the  number  of  units  sold.  BAP 
estimates  this  additional  tax  would  generate  $81.8M  of  revenues. 

Equity  Assessment  Fee  for  NPMs  (versions  118  &  119): 

The  proposals  create  an  Equity  Assessment  Fee  of  $0.55  per  pack  for  the  sale  of  Non- 
Participating  Manufacturer  cigarettes.  The  DOR  may  have  an  estimate  of  the  revenue 
that  may  be  generated. 

Cigarette  Mfg  (all  versions). 

The  proposals  stipulate  that  any  person  that  provides  cigarette  manufacturing  services  is 
deemed  to  be  a  manufacturer.  This  may  increase  revenues,  to  the  extent  that  sellers  of 
these  services  remit  taxes  based  on  stamped  products,  instead  of  paying  any  "other 
tobacco  products"  taxes  they  may  currently  be  paying. 


^  http://www.cnbc.eom/id/1 00991 51 1#_gus 

^  http://www.convertunits.com/from/fluid+ounces/to/ml 


Bonds  for  Non-Participating  Mfgs  (versions  120  &  121) 

These  proposals  require  Non-Participating  Manufactures  to  post  a  bond  to  the  state  of 
Missouri.  This  will  increase  general  and  total  state  revenues  by  an  unknown  amount. 

Income  Tax  Reduction  Factor  (all  versions): 

The  proposals  require  the  existing  rate  of  the  individual  income  tax  to  be  reduced  by  a 
"reduction  factor."  There  are  several  marginal  income  tax  rates  in  statute;  BAP  assumes 
this  proposal  refers  to  the  top  marginal  rate  in  effect.  The  "reduction  factor"  means  the 
percentage,  rounded  to  the  nearest  tenth,  but  not  less  than  0.1%,  sufficient  to  reduce 
collections  by  an  amount  equal  to  the  annual  increase  in  the  tobacco  taxes  collected 
above.  Based  on  2011  Tax  Year  data,  BAP  estimates  each  0.1%  reduction  may  reduce 
revenues  by  $69M  or  more,  depending  on  the  rate  in  effect.  Thus,  the  "reduction  factor" 
may  be  rounded  up  to  as  much  as  0.3%,  for  a  reduction  of  at  least  $207M,  in  the  first 
year.  In  subsequent  years,  an  increase  in  the  proposed  taxes  of  only  $1  would  lead  to  a 
reduction  of  $69M  or  more. 

Further,  the  proposal  requires  the  income  tax  rate  to  be  "permanently  reduced"  effective 
the  immediately  ensuing  tax  year.  This  could  be  interpreted  to  mean  that  the  rate  of 
income  tax  is  reduced  every  year,  even  if  income  taxes  decline  because  of  economic 
conditions.  It  might  follow  that  this  proposal  eventually  eliminates  the  income  tax  so 
long  as  any  of  the  proposed  tobacco  revenues  continue  to  be  collected,  and  increase  by 
any  amount. 

Other  Comments: 

The  reduction  in  income  tax  rates  will  reduce  general  revenues.  However,  it  is  unclear 
from  this  proposal  if  the  new  tobacco  revenues  will  be  deposited  into  general  revenue  or 
other  dedicated  funds. 

Any  reduction  in  the  number  of  tobacco  products  sold  may  also  reduce  sales  taxes.  This 
would  further  reduce  general  revenues,  as  well  as  those  for  schools  and  other  dedicated 
funds. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 


meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  Li 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office  other  than  if  state  revenues  are 
significantly  changed. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  a  fiscal  impact 
to  their  city,  as  a  result  of  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated: 

The  proposed  state  assessments  on  non-participating  manufacturer  cigarettes  and  vapor 
product  material  would  have  no  fiscal  impact  on  their  city.  The  prohibition  on  new  local 
government  taxes,  licenses,  fees  or  special  assessments  on  vapor  products  or  vapor 
product  material  could  reduce  their  future  revenue,  but  the  amount  of  future  lost  revenue 
cannot  be  determined. 

Officials  from  University  of  Central  Missouri  estimate  no  fiscal  impact. 
Officials  from  Truman  State  University  indicated  no  impact. 

Marc  Ellinger  provided  the  following  information  as  a  proponent  of  this  initiative 
petition. 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  four  Initiative  Petitions 
I  filed  on  January  30,  2014,  with  the  Missouri  Secretary  of  State's  Office,  on  behalf  of  the 
Initiative  Petitions. 

There  is  little  cost  to  state  or  local  governments  based  upon  the  proposed  Initiative 
Petitions.  The  income  tax  rate  will  be  reduced  only  upon  increased  revenue  as  a  result  of  the 
additional  fees  or  assessments  in  the  proposed  measure. 

Fiscal  Notes  and  Fiscal  Note  Summaries  for  2014-096  to  2014-099 

On  January  29,  2014,  the  Secretary  of  State  certified  ballot  titles  for  four  other  similar 

initiative  petitions.  Those  petitions  each  received  the  same  fiscal  note  summary  as  follows: 

Taxes  and  fees  collected  annually  under  the  proposal  are  used  to  calculate  permanent 
reductions  to  the  individual  income  tax  rate.  This  process  over  several  decades  could 
eliminate  the  individual  income  tax,  which  would  be  approximately  $6  billion  in  aimual 
revenue  based  on  current  collections.  Whether  the  proposal  will  be  revenue  neutral 
cannot  be  determined.['] 

Not  only  does  this  statement  not  state  the  measures'  estimated  costs  or  savings,  it  appears  to  be  a 

significant  deviation  fi-om  the  Auditor's  usual  practice  in  attempting  to  quantify  the  fiscal  impact 

"over  several  decades."  There  are  also  differences  between  the  Initiative  Petitions  that  would 

justify  different  fiscal  note  summaries.  I  urge  the  Auditor  to  closely  examine  each  of  the 

initiative  petitions  currently  before  him  and  adopt  a  fiscal  note  summary  for  each  which  (1) 

states  the  measure's  cost  or  savings  (2)  specific  to  that  initiative  petition ,  and  (3)  within  a 

reasonable  time  fi-ame. 

'  The  Fiscal  Notes,  which  include  the  Fiscal  Note  Summaries  are  available  at 
hltp://audilor.mo.gov/Notes/FiscaINotes.aspx?year=2014. 


The  Incorrect  Estimation  for  the  Income  Tax  Rate  Reduction 
The  Fiscal  Note  Summaries  for  2014-096  to  2014-099  were  largely  based  on  two 
responses:  the  Department  of  Revenue  and  the  Office  of  Administration,  Division  of  Budget  & 
Planning.  Both  attempt  to  estimate  the  tax  collections  from  the  new  assessments  and  fees. 


DOR 

BAP 

Final  Estimates 

2015 

$0.55  Equity  Assessment  Fee 

$.034  Vapor  Products  Unit  Assessment 

$0.17  Cigarette  Special  Assessment 

71,200,000.00 
unknown 
88,500,000.00 

unknown 
552,000.00 
81,800,000.00 

71,200,000.00 
552,000.00 
85,150,000.00 

i 

.i 

Total  New  Revenue  Generated 

2014-96  (EAF+VPU) 

2014-97,  2014-98,  2014-99  (EAF+VPU+CSA) 

71,752,000.00 
156,902,000.00 

The  Final  Estimate  of  the  Cigarette  Special  Asssessment  is  an  Average  of  the  DOR  and  BAP  Estimates. 

The  Department  of  Revenue  suggests  (for  the  2014-97  to  99)  measures  that  this  increase 
"will  result  in  a  reduction  to  the  individual  income  tax  rate  of  .03  percent,  decreasing  general 
revenue  by  206.3  million."  The  Department's  estimate  suggests  they  are  estimating  every  .01 
percent  decrease  in  the  income  tax  to  equate  to  approximately  $68.9  million  dollars. 

Similarly,  the  Office  of  Administration,  Division  of  Budget  and  Planning  estimates  "each 
0.1%  reduction  may  reduce  revenues  by  $69M  or  more."  BAP  suggests  that  for  2014-97  to  -99, 
"the  'reduction  factor'  may  be  rounded  up  to  as  much  as  0.3%,  for  a  reduction  of  at  least 
$207M." 

Neither  DOR  nor  BAP  explain  how  they  equate  each  0.1%  reduction  to  $69M  in  revenue. 
The  Comprehensive  Annual  Financial  Report  for  FY  2013,  prepared  by  the  Office  of 
Administration  and  audited  by  you,  the  State  Auditor,  reports  personal  income  tax  revenue  at 


$6,374,093,816.00.^  If  you  calculate  the  tax  base,  and  then  from  that  base,  calculate  the  .1% 
reduction,  a  different  number  than  the  one  put  forth  by  BAP  and  DOR  emerges. 


Reduction  Factor 

FY  2013  Income  Tax  Collections 
Taxable  Base  (assuming  6%  tax  rate) 
If  the  rate  was  5.9%,  taxable  base  is... 

6,374,093,816.00 
106,234,896,933.33 
6,267,858,919.07 

Difference  (or  .1%  equates  to...) 

106,234,896.93 

Based  on  the  estimate  that  each  .1%  reduction  equates  to  $106M,  the  tax  rate  would  only 
be  reduced  to  5.9%  for  2014-96  (for  the  $71.8  increase  in  revenues)  and  5.7%  for  2014-97  to  99 
measures. 

Office  of  Administration,  Budget  &  Planning 's  Speculation 

BAP  states: 

...the  proposed  subsection  27(b)  requires  the  income  tax  rate  to  be  "permanently 
reduced"  effective  the  immediately  ensuring  tax  year.  This  could  be  interpreted  to  mean 
that  the  rate  of  income  tax  is  reduced  every  year,  even  if  the  collection  of  tobacco  taxes 
remains  stable  or  decreases,  or  if  income  taxes  declines  [sic]... It  might  follow  that  this 
proposal  eliminates  the  income  tax  in  twenty  to  sixty  years. . . 

(emphasis  added).  The  speculation  required  to  reach  the  conclusion  that  the  proposed  measure 

could  eliminate  $6  billion  in  revenue  is  evident  from  the  language  itself. 

It  is  also  based  on  a  misinterpretation  of  the  proposed  measure.  Any  confusion  about 

such  language  in  2014-096  to  2014-099  is  clarified  in  2014-1 18  to  2014-121.  This  new  language 

completely  extinguishes  any  possibility  of  the  scenario  described  by  BAP  above. 


^The  Comprehensive  Annual  Financial  Report  for  FY  2013,  available  at 
http://content.oa.mo.gov/sites/default/files/CAFR20 1 3.pdf 


Fiscal  Impact  for  2014-118  to  2014-121 

While  the  four  measures  before  the  Auditor  are  similar  to  the  four  that  have  previously 
been  submitted,  they  are  not  identical.  First,  the  measures  change  the  assessment  on  VPU.  BAP 
original  estimated  the  sale  of  24M  mL  of  vapor  products.  This  means  there  is  approximately 
81.2  M  (.01)  Fluid  Ounces.  At  the  rate  of  one  cent,  that  translates  to  $0.8 12M.  This  change  is 
reflected  in  the  summary  below. 


DOR 

BAP 

Final  Estimates 

2015 

$0.55  Equity  Assessment  Fee 

$.01  Vapor  Products  Unit  Assessment 

$0.17  Cigarette  Special  Assessment 

71,200,000.00, 
unknownj 
88,500,000.00 

unknown, 

i  1, 

81,800,000.00 

71,200,000.00 
812,000.00 
85,150,000.00 

1 

i  1 

Total  New  Revenue  Generated 

2014-118  (EAF+VPU) 
2014-119  (EAF+VPU+CSA) 
2014-120  (VPU+CSA) 
2014-121  (VPU) 

1 

i   i 

f  i 

72,012,000.00 
157,162,000.00 
85,962,000.00 
812,000.00 

The  Final  Estimate  of  the  Cigarette  Special  Asssessment  is  an  Average  of  the  DOR  and  BAP  Estimates. 

Based  on  the  estimate  that  each  .1%  reduction  in  the  income  tax  rate  equates  to  $106M,  Initiative 
Petitions  2014-1 1 8,  2014-120,  and  2014-121  would  only  require  a  .1%  reduction  in  the  rate. 
Initiative  Petition  2014-1 19  could  require  a  .2%  reduction  in  the  income  tax  rate.  Those 
reductions  (due  to  rounding)  will  not  equal  the  revenue  generated,  as  pointed  out  by  both  DOR 
and  BAP.  The  summary  of  the  difference  between  the  new  revenue  as  a  result  of  the  fees  or 
assessments  and  the  reduced  revenue  as  a  result  of  a  lower  income  tax  rate  is  below. 


Total  New  Revenue 
Generated 

Revenue  Reduction  due 
to  Decreased  Income  Tax 
Rate 

Difference  (Potential 

Cost  to  State 
Government  in  2015) 

2014-118  (EAF+VPU) 
2014-119  (EAF+VPU+CSA) 
2014-120  (VPU+CSA) 
2014-121  (VPU) 

72,012,000.00 
157,162,000.00 
85,962,000.00 
812,000.00 

106,234,896.93 
212,469,793.86 
106,234,896.93 
106,234,896.93 

-34,222,896.93 
-55,307,793.86 
-20,272,896.93 
-105,422,896.93 

While  losses  in  the  amount  of  $34  to  $105  million  may  initially  sound  like  substantially  losses. 


when  compared  with  the  $6.37  billion  in  income  tax  collections  annually,  any  potential  loss  is 
quite  minimal.  Even  the  most  significant  loss  of  $105  million  only  equates  to  about  a  1 .65%  loss 
of  revenue  in  income  tax  collections  as  a  result  of  the  rate  change. 


Loss  Compared  to  Total  FY 

2013  Income  Tax 

Collections  (as  a  %) 

2014-118  (EAF+VPU) 

-0.53% 

2014-119  (EAF-i-VPU+CSA) 

-0.87% 

2014-120  (VPU+CSA) 

-0.32% 

2014-121  (VPU) 

-1.65% 

Conclusion 


Certainly  any  losses  from  the  proposed  measures  in  2014- 11 8  to  2014-121  are  a  far  cry 
from  the  previous  estimate  of  "$6  billion"  over  several  decades.  I  urge  you  to  closely  examine 
these  proposed  measures  and  draft  fiscal  note  summaries  which  (1)  states  the  measure's  cost  or 
savings  (2)  specific  to  that  initiative  petition,  and  (3)  within  a  reasonable  time  frame.  A 
proposed  statement  of  fiscal  impact  which  I  believe  to  be  neither  insufficient  nor  unfair  is  as 
follows: 

Aimual  state  government  revenue  under  this  proposal  may  decrease  by  up  to  $[  21  |  34  | 
55  I  106  ]  million  dollars,  equating  to  less  than  [  1  |  1 1 1  |  2  ]%  of  total  income  tax 
revenue.  The  fiscal  impact  to  local  governments  is  unknown. 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood 
R-VI  School  District,  Linn  State  Technical  College,  Metropolitan  Community 
College,  University  of  Missouri,  St.  Louis  Community  College,  Harris- Sto we  State 
University,  Lincoln  University,  Missouri  State  University,  Missouri  Southern  State 
University,  Missouri  Western  State  University,  Northwest  Missouri  State 
University,  and  Southeast  Missouri  State  University. 

Fiscal  Note  Summary 

Annual  state  revenue  may  initially  decrease  by  $34  million  to  $66  million  due  to  individual 
income  tax  revenue  decreasing  by  more  than  the  increased  revenue  from  the  proposal's 

provisions.  In  subsequent  years,  if  the  revenue  collected  from  the  proposal's  provisions  exceed 
those  collected  in  the  immediate  preceding  fiscal  year,  additional  unknown  decreases  may  occur. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-119) 


Subject 

Initiative  petition  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  January  31,  2014) 

Date 

February  20,  2014 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  University  of  Central  Missouri,  Harris-Stowe  State  University,  Lincoln 
University,  Missouri  State  University,  Missouri  Southern  State  University,  Missouri 
Western  State  University,  Northwest  Missouri  State  University,  Southeast  Missouri 
State  University,  and  Truman  State  University. 


Marc  EUinger  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  an  unknown  fiscal  impact  on 
their  department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

The  individual  income  tax  is  reduced  per  "reduction  factor"  (i.e.  the  percentage,  rounded 
to  the  nearest  tenth  of  one  percent  but  not  less  than  one  tenth  of  one  percent,  sufficient  to 
reduce  tax  collections  by  the  amount  collected  from  the  fees  or  assessments  imposed). 
The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the 
reduction  factor  effective  the  immediately  ensuing  tax  year. 

They  defer  to  DOR  in  regard  to  collection  amounts  resulting  from  the  assessments  and/or 
fees  imposed. 

All  revenues  generated  shall  be  used  to  reduce  the  individual  income  tax.  Based  on  this 
assumption,  the  state  school  foundation  formula  would  not  be  negatively  impacted 
fiscally.  However,  the  proposal  appears  to  address  the  reduction  and\or  permanent 
elimination  of  the  individual  income  tax  rate.  It  does  not  appear  to  allow  for  an  increase 
or  adjustment  to  the  individual  income  tax  rate  when  the  collection  of  assessments  and/or 
fees  are  insufficient  to  cover  the  reduction  factor  in  any  previous  year.  This  could 
ultimately  lead  to  a  situation  where  there  are  minimal  taxes  collected  from  individual 
income  taxes  and  minimal  collections  from  the  assessments  and/or  fees  created  here,  such 
that  state  revenues  could  be  significantly  diminished.  This  would  negatively  impact  the 
state  school  foundation  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  this  proposal  would  not 
result  in  any  costs  or  savings  for  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 


Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  increased  operating  costs  for  the 
department  will  be  $265,672  for  fiscal  year  2015,  $206,774  for  fiscal  year  2016,  and 
$208,925  for  fiscal  year  2017. 

The  IT  portion  of  this  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $55,037. 
This  value  is  based  on  2,016  PTE  hours. 

This  amendment  may  result  in  a  decrease  in  total  state  revenue.  While  the  increase  due  to 
the  $0.01  tax  on  vapor  product  units  is  unknown,  the  $0.17  assessment  fee  on  all  cigarette 
packages  will  increase  revenues  by  $88.5  million  the  first  year  the  amendment  goes  into 
effect.  The  $0.55  assessment  fee  on  all  non-participating  manufacturer  cigarettes  will 
result  in  an  increase  of  $72.1  million.  This  increase  will  result  in  a  reduction  of  the 
individual  income  tax  rate  to  5.7  percent,  decreasing  general  revenue  by  an  estimated 
$206.3  million.  The  department  assumes  that  the  assessments  charged  to  vapor  unit 
products  and  non-participating  manufacturer  cigarette  packages  will  be  deposited  into  the 
General  Revenue  fund,  resulting  in  a  net  loss  of  $45.7  million  dollars  to  general  revenue. 

The  increase  in  assessments  on  vapor  products  and  cigarettes  increases  state  revenues, 
but  not  enough  to  offset  income  tax  losses.  If  the  amendment  permanently  reduces 
individual  income  tax  based  on  the  increased  assessments  and  then  vapor  products  and 
cigarette  sales  decrease,  this  may  lead  to  further  reductions  in  state  revenues. 

SECTION  26 

This  section  permanently  reduces  individual  income  tax  by  the  amount  collected  by  the 
state  from  the  assessments  imposed  in  Section  27. 

Administrative  Impact: 
Personal  Tax: 

Personal  Tax  will  require  programming  support  and  forms  changes.  Additionally, 
Personal  Tax  will  need  one  (1)  Revenue  Processing  Technician  I  to  process 
correspondence. 

Collections  &  Tax  Assistance: 

Based  on  Section  26,  Collection  &  Tax  Assistance  anticipates  additional  customer 
contacts  due  to  the  tax  rate  change  and  adjustment  notices.  Collection  &  Tax  Assistance 


will  require  two  (2)  Tax  Collection  Technicians  I  for  additional  contacts  on  the  non- 
delinquent  and  delinquent  tax  lines  and  one  (1)  Revenue  Processing  Technician  I  for 
contacts  to  the  field  offices.  Each  technician  requires  CARES  equipment  and  licenses. 

ITSD-DOR: 

Individual:  Tax  rate  reduction  -  504  hours 
Section  27 

This  petition  adds  an  additional  $0.17  per  pack  special  assessment  on  cigarettes 
purchased  after  the  effective  date  of  this  amendment.  This  section  proposes  a  new 
assessment  of  $0.01  per  .01  fluid  ounce  of  vapor  product  material. 

The  petition  also  imposes  an  equity  assessment  fee  of  $0.55  per  pack  of  non-participating 
manufacturer  cigarettes.  In  addition  to  the  above  assessments,  the  petition  requires  any 
person  that  provides  cigarette  manufacturing  services  or  access  to  automatic  cigarette 
manufacturing  equipment  to  consumers  be  considered  a  manufacturer. 

This  section  prevents  any  political  subdivision  to  increase  to  the  tax,  license,  fee  or 
special  assessment  on  cigarettes  or  tobacco  products. 

Administrative  Impact: 
Excise  Tax: 

Depending  on  who  collects  the  tax,  either  250  licensed  wholesalers  or  approximately 
4,500  retailers  need  to  be  notified  of  the  provisions  of  this  amendment.  New  reporting 
forms  would  need  to  be  developed  and  a  program  would  be  needed  to  track  the 
information. 

Excise  Tax  requires  one  (1)  Revenue  Processing  Technician  I  for  every  3,000  returns. 

The  department  assumes  that  all  revenues  collected  would  go  to  the  general  revenue  fund. 
This  would  require  changes  to  the  cashiering  functions  and  to  SAM  11  entry. 

New  reporting  forms  would  need  to  be  developed,  120  cigarette  wholesalers  would  need 
to  be  notified,  the  Peach  Tree  Accounting  System  would  require  updating  to  allow  for  the 
tax  rate  and  changes  would  need  to  be  made  to  cashiering  functions  and  to  SAM  n  entry. 

Mailing  costs  to  wholesalers  and  retailers: 

Wholesalers:  120  x  $0,555  =  $  66.60 
Retailers:  4500  x  $0,555  =  $2,497.50 
Total:  $2,564.10 

ITSD-DOR: 

Excise:  New  Vapor  Product  Excise  Tax  system  -  1008  hours 

New  assessment  on  non-participating  manufacturer  cigarettes  -  504  hours 


Comments: 


Section  26 

This  section  allows  for  the  individual  income  tax  to  be  permanently  reduced.  However,  it 
does  not  provide  for  any  increase  if  in  future  years  the  revenues  derived  from  the  special 
assessments  imposed  in  Section  27  decrease.  It  is  also  unclear  if  the  rate  reduction  occurs 
if  the  assessment  amounts  collected  remain  the  same  from  year  to  year.  The  language  is 
also  vague  as  to  who  is  responsible  for  determining  whether  the  decrease  is  reoccurring. 

Section  27 

Although  it  is  not  stated  within  this  amendment,  the  department  assumes  that  the 
assessments  collected  within  this  section  will  be  deposited  into  the  General  Revenue  fund 
to  offset  the  loss  of  funds  due  to  the  individual  income  tax  rate  reduction. 

Currently,  the  department  collects  other  tobacco  product's  tax  on  the  manufacturer's 
invoice  price  of  a  product.  To  collect  the  special  assessment  based  upon  a  number  of 
ounces  provides  special  challenges  for  the  department. 

Internet  research  indicates  most  material  containing  nicotine  is  measured  in  milliliters 
(ml)  not  ounces.  Therefore,  conversion  will  be  needed  to  determine  the  special 
assessment  amount  based  upon  ounces.  Additionally,  electronic  cigarette  kits  contain 
cartridges  containing  small  amounts  of  fluid  (usually  somewhere  between  3  to  7  drops). 
This  may  be  difficult  to  calculate  the  amount  due. 

It  is  also  unclear  if  the  vapor  product  unit  must  contain  at  least  .05  ounces.  It  is  unclear  if 
a  kit  that  contains  two  cartridges  that  hold  less  than  .05  ounces  is  still  subject  to 
assessment.  The  department  assumes  that  the  assessment  can  be  based  upon  a  fractional 
part  of  .05  ounces.  The  department  also  assumes  that  if  a  product  contains  30  ml  then 
that  would  be  converted  to  ounces  and  divided  by  .05  to  determine  the  number  of  "Vapor 
Product  Units"  subject  to  assessment. 

The  language  is  unclear  as  to  who  would  be  responsible  for  remitting  the  special 
assessment  fee,  whether  at  the  sale  by  the  wholesaler  to  the  retailer  or  at  the  sale  by  the 
retailer  to  the  consumer. 

If  the  FDA  should  ever  regulate  these  products  under  Chapter  V,  they  would  no  longer  be 
subject  to  the  special  assessment. 

It  is  unclear  if  the  person  responsible  for  collecting  the  special  assessment  would  need  to 

be  licensed  or  not.  If  licensing  of  retailers  is  required,  additional  personnel  will  be 
needed.  Additionally,  if  licensing  is  required,  it  is  unclear  if  the  requirements  in  Chapter 
149  can  be  applied,  which  impose  a  yearly  fee  and  requiring  submission  of  a  bonding 
instrument. 


There  does  not  appear  to  be  any  penalty  provisions  for  non-compliance.  It  is  unclear  if 
the  person  remitting  the  tax  will  be  granted  any  collection  allowances.  There  are  no 
refund  provisions. 

The  department  assumes  the  effective  date  of  this  legislation  would  be  upon  certification 
of  the  election  results  by  the  Secretary  of  State.  This  would  not  allow  sufficient  time  to 
make  all  the  necessary  form  changes,  programming  changes  and  notifications.  It  is 
recommended  that  the  effective  date  be  changed  to  July  1,  2015.  This  will  also  reduce  the 
burden  on  the  wholesalers  required  to  implement  the  assessment  in  the  middle  of  the 
month. 

Current  cigarette  taxes  are  imposed  upon  the  consumer.  This  legislation  appears  to 
impose  the  tax  on  the  wholesaler,  making  the  assessment  fee  subject  to  sales  tax.  This 
may  be  confusing  to  retailers,  as  they  currently  do  not  charge  sales  tax  on  the  state 
cigarette  tax. 

As  this  legislation  requires  that  the  assessment  be  collected  in  the  same  manner  as  other 
cigarette  tax,  this  would  require  the  design  and  purchase  of  new  cigarette  stamps  to  be 
used  only  on  non-participating  manufacturer  cigarettes.  Because  of  the  special 
assessment  in  this  section,  an  additional  series  of  stamps  would  have  to  be  designed  and 
purchased.  Although  a  separate  stamp  could  be  developed,  in  consultation  with  cigarette 
wholesalers,  this  would  put  an  extreme  burden  on  wholesalers  to  apply  separate  stamps  to 
each  pack  of  cigarettes. 

The  department  budgets  for  and  purchases  all  cigarette  stamps  for  the  fiscal  year  at  one 
time.  The  implementation  of  a  new  tax  at  a  time  other  than  the  beginning  of  a  fiscal  year 
could  result  in  inventory  of  stamps  that  will  be  obsolete  and  would  have  to  be  destroyed. 
Additionally,  there  may  not  be  sufficient  funds  in  the  budget  to  allow  the  purchase  of  the 
new  stamps. 

The  department  assumes  that  the  compensation  allowance  of  3  percent  provided  for  in 
Chapter  149.021  RSMo  would  apply  to  the  special  assessment  fee,  as  the  fee  is  to  be 
collected  in  the  same  way  as  other  cigarette  taxes.  The  department  also  assumes  that  as 
this  assessment  is  to  be  collected  in  the  same  manner  as  other  cigarette  taxes,  this  would 
allow  for  the  credit  or  refund  on  returned  stamps. 

Technical  errors 

Section  27  (c) 

This  section  refers  to  the  special  assessment  in  section  26  (a).  However,  the  special 
assessment  is  in  27  (a). 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  for  this  initiative  petition. 


Officials  from  the  Department  of  Social  Services  indicated  since  this  initiative  petition 
imposes  a  special  assessment  and  provides  for  a  reduction  in  the  individual  income  tax,  it 
has  the  potential  to  affect  total  state  revenue.  However,  there  is  no  direct  fiscal  impact  to 
their  department.  Since  the  budget  of  any  state  agency  is  dependent  upon  the 
appropriations  process,  they  cannot  predict  whether  their  department  might  be  affected  if 
this  proposal  were  to  result  in  a  change  in  the  total  amount  of  general  revenue  available  to 
fund  state  government. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  should  be  no 
fiscal  impact  to  their  agency. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

These  proposals  create,  upon  voter  approval,  additional  taxes  on  various  tobacco 
products. 

There  should  be  no  cost  to  the  Office  of  Administration. 
Budget  &  Planning  (BAP)  provides  these  estimates: 

Vapor  Product  Units  (all  versions): 

The  proposals  create  an  additional  tax  of  $0.01  levied  on  each  "Vapor  Product  Unit" 
(VPU),  defined  as  0.01  fl.  oz.  of  nicotine  product. 

•  According  to  a  recent  analysis  by  Wells  Fargo  Securities,^  national  sales  of  e- 
cigarettes  will  total  $1.7  billion  in  2013. 

•  BAP  assumes  2%  of  this  figure  represents  sales  in  MO,  and  of  this,  90%  is  sales  of 
VPUs,  or  about  $32M. 

•  BAP  assumes  these  sales  are  in  the  form  of  "cartridges"  that  retail  for  $2  each,  or 
16M  cartridges.  Also,  each  cartridge  contains  1.5  mL  of  liquid,  for  a  total  of  24M 
mL.  However,  there  are  numerous  e-cigarette  products,  with  various  amounts  of 
fluid,  offered  at  an  array  of  prices  for  consumers  to  choose  from. 

•  BAP  notes  that  24M  mL  is  about  0.812M  fl.  oz.,^  which  implies  about  81.15M 
VPUs  are  sold  in  MO. 

•  At  $0.01  per  VPU,  this  would  generate  about  $0.8122M  in  additional  revenues. 


^  http://www.cnbc.eom/id/1 00991 51 1#_gus 

^  http://www.convertunits.com/from/fluid+ounces/to/ml 


Cigarette  Tax  (versions  1 19  &  120): 

The  proposals  create  an  additional  cigarette  tax  of  $0.17  per  pack,  which  doubles  the 
current  rate  of  tax.  BAP  notes  that  cigarette  tax  revenues  in  FY  13  totaled  just  over 
$86.8M.  However,  the  additional  tax  would  reduce  the  number  of  units  sold.  BAP 
estimates  this  additional  tax  would  generate  $81.8M  of  revenues. 

Equity  Assessment  Fee  for  NPMs  (versions  118  &  119): 

The  proposals  create  an  Equity  Assessment  Fee  of  $0.55  per  pack  for  the  sale  of  Non- 
Participating  Manufacturer  cigarettes.  The  DOR  may  have  an  estimate  of  the  revenue 
that  may  be  generated. 

Cigarette  Mfg  (all  versions). 

The  proposals  stipulate  that  any  person  that  provides  cigarette  manufacturing  services  is 
deemed  to  be  a  manufacturer.  This  may  increase  revenues,  to  the  extent  that  sellers  of 
these  services  remit  taxes  based  on  stamped  products,  instead  of  paying  any  "other 
tobacco  products"  taxes  they  may  currently  be  paying. 

Bonds  for  Non-Participating  Mfgs  (versions  120  &  121) 

These  proposals  require  Non-Participating  Manufactures  to  post  a  bond  to  the  state  of 
Missouri.  This  will  increase  general  and  total  state  revenues  by  an  unknown  amount. 

Income  Tax  Reduction  Factor  (all  versions): 

The  proposals  require  the  existing  rate  of  the  individual  income  tax  to  be  reduced  by  a 
"reduction  factor."  There  are  several  marginal  income  tax  rates  in  statute;  BAP  assumes 
this  proposal  refers  to  the  top  marginal  rate  in  effect.  The  "reduction  factor"  means  the 
percentage,  rounded  to  the  nearest  tenth,  but  not  less  than  0.1%,  sufficient  to  reduce 
collections  by  an  amount  equal  to  the  annual  increase  in  the  tobacco  taxes  collected 
above.  Based  on  2011  Tax  Year  data,  BAP  estimates  each  0.1%  reduction  may  reduce 
revenues  by  $69M  or  more,  depending  on  the  rate  in  effect.  Thus,  the  "reduction  factor" 
may  be  rounded  up  to  as  much  as  0.3%,  for  a  reduction  of  at  least  $207M,  in  the  first 
year.  In  subsequent  years,  an  increase  in  the  proposed  taxes  of  only  $1  would  lead  to  a 
reduction  of  $69M  or  more. 

Further,  the  proposal  requires  the  income  tax  rate  to  be  "permanently  reduced"  effective 
the  immediately  ensuing  tax  year.  This  could  be  interpreted  to  mean  that  the  rate  of 
income  tax  is  reduced  every  year,  even  if  income  taxes  decline  because  of  economic 
conditions.  It  might  follow  that  this  proposal  eventually  eliminates  the  income  tax  so 
long  as  any  of  the  proposed  tobacco  revenues  continue  to  be  collected,  and  increase  by 
any  amount. 

Other  Comments: 

The  reduction  in  income  tax  rates  will  reduce  general  revenues.  However,  it  is  unclear 
from  this  proposal  if  the  new  tobacco  revenues  will  be  deposited  into  general  revenue  or 
other  dedicated  funds. 


Any  reduction  in  the  number  of  tobacco  products  sold  may  also  reduce  sales  taxes.  This 
would  further  reduce  general  revenues,  as  well  as  those  for  schools  and  other  dedicated 
funds. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office  other  than  if  state  revenues  are 
significantly  changed. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  a  fiscal  impact 
to  their  city,  as  a  result  of  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated: 

The  proposed  state  assessments  on  non-participating  manufacturer  cigarettes  and  vapor 
product  material  would  have  no  fiscal  impact  on  their  city.  The  prohibition  on  new  local 
government  taxes,  licenses,  fees  or  special  assessments  on  vapor  products  or  vapor 
product  material  could  reduce  their  future  revenue,  but  the  amount  of  future  lost  revenue 
cannot  be  determined. 


Officials  from  University  of  Central  Missouri  estimate  no  fiscal  impact. 
Officials  from  Truman  State  University  indicated  no  impact. 

Marc  Ellinger  provided  the  following  information  as  a  proponent  of  this  initiative 
petition. 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  four  Initiative  Petitions 
I  filed  on  January  30,  2014,  with  the  Missouri  Secretary  of  State's  Office,  on  behalf  of  the 
Initiative  Petitions. 

There  is  little  cost  to  state  or  local  governments  based  upon  the  proposed  Initiative 
Petitions.  The  income  tax  rate  will  be  reduced  only  upon  increased  revenue  as  a  result  of  the 
additional  fees  or  assessments  in  the  proposed  measure. 

Fiscal  Notes  and  Fiscal  Note  Summaries  for  2014-096  to  2014-099 

On  January  29,  2014,  the  Secretary  of  State  certified  ballot  titles  for  four  other  similar 

initiative  petitions.  Those  petitions  each  received  the  same  fiscal  note  summary  as  follows: 

Taxes  and  fees  collected  annually  under  the  proposal  are  used  to  calculate  permanent 
reductions  to  the  individual  income  tax  rate.  This  process  over  several  decades  could 
eliminate  the  individual  income  tax,  which  would  be  approximately  $6  billion  in  aimual 
revenue  based  on  current  collections.  Whether  the  proposal  will  be  revenue  neutral 
cannot  be  determined.['] 

Not  only  does  this  statement  not  state  the  measures'  estimated  costs  or  savings,  it  appears  to  be  a 

significant  deviation  fi-om  the  Auditor's  usual  practice  in  attempting  to  quantify  the  fiscal  impact 

"over  several  decades."  There  are  also  differences  between  the  Initiative  Petitions  that  would 

justify  different  fiscal  note  summaries.  I  urge  the  Auditor  to  closely  examine  each  of  the 

initiative  petitions  currently  before  him  and  adopt  a  fiscal  note  summary  for  each  which  (1) 

states  the  measure's  cost  or  savings  (2)  specific  to  that  initiative  petition ,  and  (3)  within  a 

reasonable  time  fi-ame. 

'  The  Fiscal  Notes,  which  include  the  Fiscal  Note  Summaries  are  available  at 
hltp://audilor.mo.gov/Notes/FiscaINotes.aspx?year=2014. 


The  Incorrect  Estimation  for  the  Income  Tax  Rate  Reduction 
The  Fiscal  Note  Summaries  for  2014-096  to  2014-099  were  largely  based  on  two 
responses:  the  Department  of  Revenue  and  the  Office  of  Administration,  Division  of  Budget  & 
Planning.  Both  attempt  to  estimate  the  tax  collections  from  the  new  assessments  and  fees. 


DOR 

BAP 

Final  Estimates 

2015 

$0.55  Equity  Assessment  Fee 

$.034  Vapor  Products  Unit  Assessment 

$0.17  Cigarette  Special  Assessment 

71,200,000.00 
unknown 
88,500,000.00 

unknown 
552,000.00 
81,800,000.00 

71,200,000.00 
552,000.00 
85,150,000.00 

i 

.i 

Total  New  Revenue  Generated 

2014-96  (EAF+VPU) 

2014-97,  2014-98,  2014-99  (EAF+VPU+CSA) 

71,752,000.00 
156,902,000.00 

The  Final  Estimate  of  the  Cigarette  Special  Asssessment  is  an  Average  of  the  DOR  and  BAP  Estimates. 

The  Department  of  Revenue  suggests  (for  the  2014-97  to  99)  measures  that  this  increase 
"will  result  in  a  reduction  to  the  individual  income  tax  rate  of  .03  percent,  decreasing  general 
revenue  by  206.3  million."  The  Department's  estimate  suggests  they  are  estimating  every  .01 
percent  decrease  in  the  income  tax  to  equate  to  approximately  $68.9  million  dollars. 

Similarly,  the  Office  of  Administration,  Division  of  Budget  and  Planning  estimates  "each 
0.1%  reduction  may  reduce  revenues  by  $69M  or  more."  BAP  suggests  that  for  2014-97  to  -99, 
"the  'reduction  factor'  may  be  rounded  up  to  as  much  as  0.3%,  for  a  reduction  of  at  least 
$207M." 

Neither  DOR  nor  BAP  explain  how  they  equate  each  0.1%  reduction  to  $69M  in  revenue. 
The  Comprehensive  Annual  Financial  Report  for  FY  2013,  prepared  by  the  Office  of 
Administration  and  audited  by  you,  the  State  Auditor,  reports  personal  income  tax  revenue  at 


$6,374,093,816.00.^  If  you  calculate  the  tax  base,  and  then  from  that  base,  calculate  the  .1% 
reduction,  a  different  number  than  the  one  put  forth  by  BAP  and  DOR  emerges. 


Reduction  Factor 

FY  2013  Income  Tax  Collections 
Taxable  Base  (assuming  6%  tax  rate) 
If  the  rate  was  5.9%,  taxable  base  is... 

6,374,093,816.00 
106,234,896,933.33 
6,267,858,919.07 

Difference  (or  .1%  equates  to...) 

106,234,896.93 

Based  on  the  estimate  that  each  .1%  reduction  equates  to  $106M,  the  tax  rate  would  only 
be  reduced  to  5.9%  for  2014-96  (for  the  $71.8  increase  in  revenues)  and  5.7%  for  2014-97  to  99 
measures. 

Office  of  Administration,  Budget  &  Planning 's  Speculation 

BAP  states: 

...the  proposed  subsection  27(b)  requires  the  income  tax  rate  to  be  "permanently 
reduced"  effective  the  immediately  ensuring  tax  year.  This  could  be  interpreted  to  mean 
that  the  rate  of  income  tax  is  reduced  every  year,  even  if  the  collection  of  tobacco  taxes 
remains  stable  or  decreases,  or  if  income  taxes  declines  [sic]... It  might  follow  that  this 
proposal  eliminates  the  income  tax  in  twenty  to  sixty  years. . . 

(emphasis  added).  The  speculation  required  to  reach  the  conclusion  that  the  proposed  measure 

could  eliminate  $6  billion  in  revenue  is  evident  from  the  language  itself. 

It  is  also  based  on  a  misinterpretation  of  the  proposed  measure.  Any  confusion  about 

such  language  in  2014-096  to  2014-099  is  clarified  in  2014-1 18  to  2014-121.  This  new  language 

completely  extinguishes  any  possibility  of  the  scenario  described  by  BAP  above. 


^The  Comprehensive  Annual  Financial  Report  for  FY  2013,  available  at 
http://content.oa.mo.gov/sites/default/files/CAFR20 1 3.pdf 


Fiscal  Impact  for  2014-118  to  2014-121 

While  the  four  measures  before  the  Auditor  are  similar  to  the  four  that  have  previously 
been  submitted,  they  are  not  identical.  First,  the  measures  change  the  assessment  on  VPU.  BAP 
original  estimated  the  sale  of  24M  mL  of  vapor  products.  This  means  there  is  approximately 
81.2  M  (.01)  Fluid  Ounces.  At  the  rate  of  one  cent,  that  translates  to  $0.8 12M.  This  change  is 
reflected  in  the  summary  below. 


DOR 

BAP 

Final  Estimates 

2015 

$0.55  Equity  Assessment  Fee 

$.01  Vapor  Products  Unit  Assessment 

$0.17  Cigarette  Special  Assessment 

71,200,000.00, 
unknownj 
88,500,000.00 

unknown, 

i  1, 

81,800,000.00 

71,200,000.00 
812,000.00 
85,150,000.00 

1 

i  1 

Total  New  Revenue  Generated 

2014-118  (EAF+VPU) 
2014-119  (EAF+VPU+CSA) 
2014-120  (VPU+CSA) 
2014-121  (VPU) 

1 

i   i 

f  i 

72,012,000.00 
157,162,000.00 
85,962,000.00 
812,000.00 

The  Final  Estimate  of  the  Cigarette  Special  Asssessment  is  an  Average  of  the  DOR  and  BAP  Estimates. 

Based  on  the  estimate  that  each  .1%  reduction  in  the  income  tax  rate  equates  to  $106M,  Initiative 
Petitions  2014-1 1 8,  2014-120,  and  2014-121  would  only  require  a  .1%  reduction  in  the  rate. 
Initiative  Petition  2014-1 19  could  require  a  .2%  reduction  in  the  income  tax  rate.  Those 
reductions  (due  to  rounding)  will  not  equal  the  revenue  generated,  as  pointed  out  by  both  DOR 
and  BAP.  The  summary  of  the  difference  between  the  new  revenue  as  a  result  of  the  fees  or 
assessments  and  the  reduced  revenue  as  a  result  of  a  lower  income  tax  rate  is  below. 


Total  New  Revenue 
Generated 

Revenue  Reduction  due 
to  Decreased  Income  Tax 
Rate 

Difference  (Potential 

Cost  to  State 
Government  in  2015) 

2014-118  (EAF+VPU) 
2014-119  (EAF+VPU+CSA) 
2014-120  (VPU+CSA) 
2014-121  (VPU) 

72,012,000.00 
157,162,000.00 
85,962,000.00 
812,000.00 

106,234,896.93 
212,469,793.86 
106,234,896.93 
106,234,896.93 

-34,222,896.93 
-55,307,793.86 
-20,272,896.93 
-105,422,896.93 

While  losses  in  the  amount  of  $34  to  $105  million  may  initially  sound  like  substantially  losses. 


when  compared  with  the  $6.37  billion  in  income  tax  collections  annually,  any  potential  loss  is 
quite  minimal.  Even  the  most  significant  loss  of  $105  million  only  equates  to  about  a  1 .65%  loss 
of  revenue  in  income  tax  collections  as  a  result  of  the  rate  change. 


Loss  Compared  to  Total  FY 

2013  Income  Tax 

Collections  (as  a  %) 

2014-118  (EAF+VPU) 

-0.53% 

2014-119  (EAF-i-VPU+CSA) 

-0.87% 

2014-120  (VPU+CSA) 

-0.32% 

2014-121  (VPU) 

-1.65% 

Conclusion 


Certainly  any  losses  from  the  proposed  measures  in  2014- 11 8  to  2014-121  are  a  far  cry 
from  the  previous  estimate  of  "$6  billion"  over  several  decades.  I  urge  you  to  closely  examine 
these  proposed  measures  and  draft  fiscal  note  summaries  which  (1)  states  the  measure's  cost  or 
savings  (2)  specific  to  that  initiative  petition,  and  (3)  within  a  reasonable  time  frame.  A 
proposed  statement  of  fiscal  impact  which  I  believe  to  be  neither  insufficient  nor  unfair  is  as 
follows: 

Aimual  state  government  revenue  under  this  proposal  may  decrease  by  up  to  $[  21  |  34  | 
55  I  106  ]  million  dollars,  equating  to  less  than  [  1  |  1 1 1  |  2  ]%  of  total  income  tax 
revenue.  The  fiscal  impact  to  local  governments  is  unknown. 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood 
R-VI  School  District,  Linn  State  Technical  College,  Metropolitan  Community 
College,  University  of  Missouri,  St.  Louis  Community  College,  Harris- Sto we  State 
University,  Lincoln  University,  Missouri  State  University,  Missouri  Southern  State 
University,  Missouri  Western  State  University,  Northwest  Missouri  State 
University,  and  Southeast  Missouri  State  University. 

Fiscal  Note  Summary 

Annual  state  revenue  may  initially  decrease  by  $46  million  to  $55  million  due  to  individual 
income  tax  revenue  decreasing  by  more  than  the  increased  revenue  from  the  proposal's 

provisions.  In  subsequent  years,  if  the  revenue  collected  from  the  proposal's  provisions  exceed 
those  collected  in  the  immediate  preceding  fiscal  year,  additional  unknown  decreases  may  occur. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-120) 


Subject 

Initiative  petition  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  January  31,  2014) 

Date 

February  20,  2014 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  University  of  Central  Missouri,  Harris-Stowe  State  University,  Lincoln 
University,  Missouri  State  University,  Missouri  Southern  State  University,  Missouri 
Western  State  University,  Northwest  Missouri  State  University,  Southeast  Missouri 
State  University,  and  Truman  State  University. 


Marc  EUinger  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  an  unknown  fiscal  impact  on 
their  department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

The  individual  income  tax  is  reduced  per  "reduction  factor"  (i.e.  the  percentage,  rounded 
to  the  nearest  tenth  of  one  percent  but  not  less  than  one  tenth  of  one  percent,  sufficient  to 
reduce  tax  collections  by  the  amount  collected  from  the  fees  or  assessments  imposed). 
The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the 
reduction  factor  effective  the  immediately  ensuing  tax  year. 

They  defer  to  DOR  in  regard  to  collection  amounts  resulting  from  the  assessments  and/or 
fees  imposed. 

All  revenues  generated  shall  be  used  to  reduce  the  individual  income  tax.  Based  on  this 
assumption,  the  state  school  foundation  formula  would  not  be  negatively  impacted 
fiscally.  However,  the  proposal  appears  to  address  the  reduction  and\or  permanent 
elimination  of  the  individual  income  tax  rate.  It  does  not  appear  to  allow  for  an  increase 
or  adjustment  to  the  individual  income  tax  rate  when  the  collection  of  assessments  and/or 
fees  are  insufficient  to  cover  the  reduction  factor  in  any  previous  year.  This  could 
ultimately  lead  to  a  situation  where  there  are  minimal  taxes  collected  from  individual 
income  taxes  and  minimal  collections  from  the  assessments  and/or  fees  created  here,  such 
that  state  revenues  could  be  significantly  diminished.  This  would  negatively  impact  the 
state  school  foundation  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  this  proposal  would  not 
result  in  any  costs  or  savings  for  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 


Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  increased  operating  costs  for  the 
department  will  be  $251,913  for  fiscal  year  2015,  $206,774  for  fiscal  year  2016,  and 
$208,925  for  fiscal  year  2017. 

The  IT  portion  of  this  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $41,278. 
This  value  is  based  on  1,512  FTE  hours. 

This  amendment  may  result  in  a  decrease  in  total  state  revenue.  While  the  increase  due  to 
the  $0.01  tax  on  vapor  product  units  is  unknown,  the  $0.17  assessment  fee  on  all  cigarette 
packages  will  increase  revenues  by  $88.5  million  the  first  year  the  amendment  goes  into 
effect.  This  increase  will  result  in  a  reduction  of  the  individual  income  tax  rate  to  5.8 
percent,  decreasing  general  revenue  by  an  estimated  $137.6  million.  The  department 
assumes  that  the  assessments  will  be  deposited  into  the  General  Revenue  fund,  resulting 
in  a  net  loss  of  $49.1  million  dollars  to  general  revenue. 

Currently,  there  are  seven  certified  non-participating  manufacturers  in  the  state.  If  all  are 
required  to  post  bonds  of  $25,000,  this  will  increase  funds  by  $175,000. 

The  new  assessments  on  vapor  products  and  cigarettes  will  increase  state  revenues  and 
the  income  rate  reduction  will  decrease  state  revenues.  If  the  amendment  permanently 
reduces  individual  income  based  on  the  increased  assessments  and  then  vapor  products 
and  cigarette  sales  decrease,  this  may  lead  to  further  reductions  in  state  revenues. 

SECTION  26 

This  section  permanently  reduces  individual  income  tax  by  the  amount  collected  by  the 
state  from  the  assessments  imposed  in  Section  27. 

Administrative  Impact: 
Personal  Tax: 

Personal  Tax  requires  programming  support  and  forms  changes.  Additionally,  Personal 
Tax  needs  one  (1)  Revenue  Processing  Technician  I  to  process  correspondence. 

Collections  &  Tax  Assistance: 

Based  on  section  26,  Collections  &  Tax  Assistance  anticipates  additional  customer 
contacts  due  to  the  tax  rate  change  and  adjustment  notices.  Collections  &  Tax  Assistance 


requires  two  (2)  Tax  Collection  Technicians  I  for  additional  contacts  on  the  non- 
delinquent  and  delinquent  tax  lines  and  one  (1)  Revenue  Processing  Technician  I  for 
contacts  to  the  field  offices.  Each  technician  requires  CARES  equipment  and  licenses. 

ITSD-DOR: 

Individual:       Tax  rate  reduction  -  504  hours 
Section  27: 

The  petition  modifies  Section  27(a)  by  inserting  the  language  adding  a  special  assessment 
of  $0.17  per  pack  of  20  cigarettes.  This  section  proposes  a  new  assessment  of  $0.01  per 
.01  fluid  ounce  of  vapor  product  material. 

In  addition  to  the  above  assessments,  the  petition  requires  that  any  person  that  provides 
cigarette  manufacturing  services  or  access  to  automatic  cigarette  manufacturing 
equipment  to  consumers  be  considered  a  manufacturer. 

This  amendment  also  requires  each  non-participating  manufacturer  to  post  a  bond  in 
favor  of  the  state  of  Missouri  if  its  cigarettes  were  not  sold  in  the  state  during  any  one  of 
the  four  preceding  quarters;  it  or  its  affiliate  did  not  make  a  full  and  timely  escrow 
deposit;  or  if  it  or  its  affiliate  was  removed  from  the  state  directory  of  any  state  during 
any  of  the  five  proceeding  calendar  years. 

Administrative  Impact: 
Excise  Tax: 

Depending  on  who  collects  the  tax,  either  250  licensed  wholesalers  or  approximately 
4,500  retailers  need  to  be  notified  of  the  provisions  of  this  amendment.  New  reporting 
forms  would  need  to  be  developed  and  a  program  would  be  needed  to  track  the 
information. 

Excise  Tax  requires  one  (1)  Revenue  Processing  Technician  I  for  every  3,000  returns. 

New  reporting  forms  would  need  to  be  developed,  120  cigarette  wholesalers  would  need 
to  be  notified  and  changes  would  need  to  be  made  to  cashiering  functions. 

Mailing  costs  to  wholesalers  and  retailers: 

Wholesalers:  120  x  $0,555  =  $  66.60 

Retailers:  4500  x  $0,555  =  $2,497.50 
Total:  $2,564.10 

ITSD-DOR: 

Excise:  New  Vapor  Product  Excise  Tax  system  -  1008  hours 

New  assessment  on  non-participating  manufacturer  cigarettes  -  504  hours 

Section  26 

This  section  allows  for  the  individual  income  tax  to  be  permanently  reduced.  However,  it 
does  not  provide  for  any  increase  if  in  future  years  the  revenues  derived  from  the  special 


assessments  imposed  in  Section  27  decrease.  It  is  also  unclear  if  the  rate  reduction  occurs 
if  the  assessment  amounts  collected  remain  the  same  from  year  to  year.  The  language  is 
also  vague  as  to  who  is  responsible  for  determining  whether  the  decrease  is  reoccurring. 

Section  27 

Although  it  is  not  stated  within  this  amendment,  the  department  assumes  that  the 
assessments  collected  within  this  section  will  be  deposited  into  the  General  Revenue  fund 
to  offset  the  loss  of  funds  due  to  the  individual  income  tax  rate  reduction. 

Currently,  the  department  collects  other  tobacco  products'  tax  on  the  manufacturer's 
invoice  price  of  a  product.  To  collect  the  special  assessment  based  upon  a  number  of 
ounces  provides  special  challenges  for  the  department. 

Internet  research  indicates  most  material  containing  nicotine  is  measured  in  milliliters 
(ml)  not  ounces.  Therefore,  conversion  will  be  needed  to  determine  the  special 
assessment  amount  based  upon  ounces.  Additionally,  electronic  cigarette  kits  contain 
cartridges  containing  small  amounts  of  fluid  (usually  somewhere  between  3  to  7  drops). 
This  may  be  difficult  to  calculate  the  amount  due. 

The  language  is  unclear  as  to  who  would  be  responsible  for  remitting  the  special 
assessment  fee,  whether  at  the  sale  by  the  wholesaler  to  the  retailer  or  at  the  sale  by  the 
retailer  to  the  consumer. 

If  the  FDA  should  ever  regulate  these  products  under  Chapter  V,  they  would  no  longer  be 
subject  to  the  special  assessment. 

It  is  unclear  if  the  person  responsible  for  collecting  the  special  assessment  would  need  to 
be  licensed  or  not.  If  licensing  of  retailers  is  required,  additional  personnel  will  be 
needed.  Additionally,  if  licensing  is  required,  it  is  unclear  if  the  requirements  in  Chapter 
149  can  be  applied,  which  impose  a  yearly  fee  and  requiring  submission  of  a  bonding 
instrument. 

There  does  not  appear  to  be  any  penalty  provisions  for  non-compliance.  It  is  unclear  if 
the  person  remitting  the  tax  will  be  granted  any  collection  allowances.  There  are  no 
refund  provisions. 

The  department  assumes  the  effective  date  of  this  legislation  would  be  upon  certification 
of  the  election  results  by  the  Secretary  of  State.  This  would  not  allow  sufficient  time  to 
make  all  the  necessary  form  changes,  programming  changes  and  notifications.  It  is 
recommended  that  the  effective  date  be  changed  to  July  1,  2015.  This  will  also  reduce  the 
burden  on  the  wholesalers  required  to  implement  the  assessment  in  the  middle  of  the 
month. 

Current  cigarette  taxes  are  imposed  upon  the  consumer.  This  legislation  appears  to 
impose  the  tax  on  the  wholesaler,  making  the  assessment  fee  subject  to  sales  tax.  This 


may  be  confusing  to  retailers,  as  they  currently  do  not  charge  sales  tax  on  the  state 
cigarette  tax. 

As  this  legislation  requires  that  the  assessment  be  collected  in  the  same  manner  as  other 
cigarette  tax,  this  would  require  the  design  and  purchase  of  new  cigarette  stamps  to  be 
used  only  on  non-participating  manufacturer  cigarettes.  Because  of  the  special 
assessment  in  this  section,  an  additional  series  of  stamps  would  have  to  be  designed  and 
purchased.  Although  a  separate  stamp  could  be  developed,  in  consultation  with  cigarette 
wholesalers,  this  would  put  an  extreme  burden  on  wholesalers  to  apply  separate  stamps  to 
each  pack  of  cigarettes. 

The  department  budgets  for  and  purchases  all  cigarette  stamps  for  the  fiscal  year  at  one 
time.  The  implementation  of  a  new  tax  at  a  time  other  than  the  beginning  of  a  fiscal  year 
could  result  in  inventory  of  stamps  that  will  be  obsolete  and  would  have  to  be  destroyed. 
Additionally,  there  may  not  be  sufficient  funds  in  the  budget  to  allow  the  purchase  of  the 
new  stamps. 

The  department  assumes  that  the  compensation  allowance  of  3  percent  provided  for  in 
Chapter  149.021  RSMo  would  apply  to  the  special  assessment  fee,  as  the  fee  is  to  be 
collected  in  the  same  way  as  other  cigarette  taxes.  The  department  also  assumes  that  as 
this  assessment  is  to  be  collected  in  the  same  manner  as  other  cigarette  taxes,  this  would 
allow  for  the  credit  or  refund  on  returned  stamps. 

It  is  unclear  as  to  where  the  bonds  posted  in  Section  27(f)  will  be  deposited.  It  is  also 
unclear  as  to  who  is  responsible  for  holding  and  tracking  the  bonds.  The  department  does 
not  have  the  ability  to  determine  which  non-participating  manufacturers  have  been 
removed  from  the  state  directory  in  any  other  state. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  for  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  since  this  initiative  petition 
imposes  a  special  assessment  and  provides  for  a  reduction  in  the  individual  income  tax,  it 
has  the  potential  to  affect  total  state  revenue.  However,  there  is  no  direct  fiscal  impact  to 
their  department.  Since  the  budget  of  any  state  agency  is  dependent  upon  the 
appropriations  process,  they  cannot  predict  whether  their  department  might  be  affected  if 
this  proposal  were  to  result  in  a  change  in  the  total  amount  of  general  revenue  available  to 
fund  state  government. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  should  be  no 
fiscal  impact  to  their  agency. 


Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

These  proposals  create,  upon  voter  approval,  additional  taxes  on  various  tobacco 
products. 

There  should  be  no  cost  to  the  Office  of  Administration. 
Budget  &  Planning  (BAP)  provides  these  estimates: 
Vapor  Product  Units  (all  versions): 

The  proposals  create  an  additional  tax  of  $0.01  levied  on  each  "Vapor  Product  Unit" 
(VPU),  defined  as  0.01  fl.  oz.  of  nicotine  product. 

•  According  to  a  recent  analysis  by  Wells  Fargo  Securities,^  national  sales  of  e- 
cigarettes  will  total  $1.7  billion  in  2013. 

•  BAP  assumes  2%  of  this  figure  represents  sales  in  MO,  and  of  this,  90%  is  sales  of 
VPUs,  or  about  $32M. 

•  BAP  assumes  these  sales  are  in  the  form  of  "cartridges"  that  retail  for  $2  each,  or 
16M  cartridges.  Also,  each  cartridge  contains  1.5  mL  of  liquid,  for  a  total  of  24M 
mL.  However,  there  are  numerous  e-cigarette  products,  with  various  amounts  of 
fluid,  offered  at  an  array  of  prices  for  consumers  to  choose  from. 

•  BAP  notes  that  24M  mL  is  about  0.8 12M  fl.  oz.,^  which  implies  about  81.15M 
VPUs  are  sold  in  MO. 

•  At  $0.01  per  VPU,  this  would  generate  about  $0.8 122M  in  additional  revenues. 

Cigarette  Tax  (versions  1 19  &  120): 

The  proposals  create  an  additional  cigarette  tax  of  $0.17  per  pack,  which  doubles  the 
current  rate  of  tax.  BAP  notes  that  cigarette  tax  revenues  in  FY  13  totaled  just  over 
$86.8M.  However,  the  additional  tax  would  reduce  the  number  of  units  sold.  BAP 
estimates  this  additional  tax  would  generate  $81.8M  of  revenues. 

Equity  Assessment  Fee  for  NPMs  (versions  118  &  119): 

The  proposals  create  an  Equity  Assessment  Fee  of  $0.55  per  pack  for  the  sale  of  Non- 
Participating  Manufacturer  cigarettes.  The  DOR  may  have  an  estimate  of  the  revenue 
that  may  be  generated. 

Cigarette  Mfg  (all  versions). 

The  proposals  stipulate  that  any  person  that  provides  cigarette  manufacturing  services  is 
deemed  to  be  a  manufacturer.  This  may  increase  revenues,  to  the  extent  that  sellers  of 
these  services  remit  taxes  based  on  stamped  products,  instead  of  paying  any  "other 
tobacco  products"  taxes  they  may  currently  be  paying. 


^  http://www.cnbc.eom/id/1 00991 51 1#_gus 

^  http://www.convertunits.com/from/fluid+ounces/to/ml 


Bonds  for  Non-Participating  Mfgs  (versions  120  &  121) 

These  proposals  require  Non-Participating  Manufactures  to  post  a  bond  to  the  state  of 
Missouri.  This  will  increase  general  and  total  state  revenues  by  an  unknown  amount. 

Income  Tax  Reduction  Factor  (all  versions): 

The  proposals  require  the  existing  rate  of  the  individual  income  tax  to  be  reduced  by  a 
"reduction  factor."  There  are  several  marginal  income  tax  rates  in  statute;  BAP  assumes 
this  proposal  refers  to  the  top  marginal  rate  in  effect.  The  "reduction  factor"  means  the 
percentage,  rounded  to  the  nearest  tenth,  but  not  less  than  0.1%,  sufficient  to  reduce 
collections  by  an  amount  equal  to  the  annual  increase  in  the  tobacco  taxes  collected 
above.  Based  on  2011  Tax  Year  data,  BAP  estimates  each  0.1%  reduction  may  reduce 
revenues  by  $69M  or  more,  depending  on  the  rate  in  effect.  Thus,  the  "reduction  factor" 
may  be  rounded  up  to  as  much  as  0.3%,  for  a  reduction  of  at  least  $207M,  in  the  first 
year.  In  subsequent  years,  an  increase  in  the  proposed  taxes  of  only  $1  would  lead  to  a 
reduction  of  $69M  or  more. 

Further,  the  proposal  requires  the  income  tax  rate  to  be  "permanently  reduced"  effective 
the  immediately  ensuing  tax  year.  This  could  be  interpreted  to  mean  that  the  rate  of 
income  tax  is  reduced  every  year,  even  if  income  taxes  decline  because  of  economic 
conditions.  It  might  follow  that  this  proposal  eventually  eliminates  the  income  tax  so 
long  as  any  of  the  proposed  tobacco  revenues  continue  to  be  collected,  and  increase  by 
any  amount. 

Other  Comments: 

The  reduction  in  income  tax  rates  will  reduce  general  revenues.  However,  it  is  unclear 
from  this  proposal  if  the  new  tobacco  revenues  will  be  deposited  into  general  revenue  or 
other  dedicated  funds. 

Any  reduction  in  the  number  of  tobacco  products  sold  may  also  reduce  sales  taxes.  This 
would  further  reduce  general  revenues,  as  well  as  those  for  schools  and  other  dedicated 
funds. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 


meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  Li 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office  other  than  if  state  revenues  are 
significantly  changed. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  a  fiscal  impact 
to  their  city,  as  a  result  of  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated: 

The  proposed  state  assessments  on  non-participating  manufacturer  cigarettes  and  vapor 
product  material  would  have  no  fiscal  impact  on  their  city.  The  prohibition  on  new  local 
government  taxes,  licenses,  fees  or  special  assessments  on  vapor  products  or  vapor 
product  material  could  reduce  their  future  revenue,  but  the  amount  of  future  lost  revenue 
cannot  be  determined. 

Officials  from  University  of  Central  Missouri  estimate  no  fiscal  impact. 
Officials  from  Truman  State  University  indicated  no  impact. 

Marc  Ellinger  provided  the  following  information  as  a  proponent  of  this  initiative 
petition. 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  four  Initiative  Petitions 
I  filed  on  January  30,  2014,  with  the  Missouri  Secretary  of  State's  Office,  on  behalf  of  the 
Initiative  Petitions. 

There  is  little  cost  to  state  or  local  governments  based  upon  the  proposed  Initiative 
Petitions.  The  income  tax  rate  will  be  reduced  only  upon  increased  revenue  as  a  result  of  the 
additional  fees  or  assessments  in  the  proposed  measure. 

Fiscal  Notes  and  Fiscal  Note  Summaries  for  2014-096  to  2014-099 

On  January  29,  2014,  the  Secretary  of  State  certified  ballot  titles  for  four  other  similar 

initiative  petitions.  Those  petitions  each  received  the  same  fiscal  note  summary  as  follows: 

Taxes  and  fees  collected  annually  under  the  proposal  are  used  to  calculate  permanent 
reductions  to  the  individual  income  tax  rate.  This  process  over  several  decades  could 
eliminate  the  individual  income  tax,  which  would  be  approximately  $6  billion  in  aimual 
revenue  based  on  current  collections.  Whether  the  proposal  will  be  revenue  neutral 
cannot  be  determined.['] 

Not  only  does  this  statement  not  state  the  measures'  estimated  costs  or  savings,  it  appears  to  be  a 

significant  deviation  fi-om  the  Auditor's  usual  practice  in  attempting  to  quantify  the  fiscal  impact 

"over  several  decades."  There  are  also  differences  between  the  Initiative  Petitions  that  would 

justify  different  fiscal  note  summaries.  I  urge  the  Auditor  to  closely  examine  each  of  the 

initiative  petitions  currently  before  him  and  adopt  a  fiscal  note  summary  for  each  which  (1) 

states  the  measure's  cost  or  savings  (2)  specific  to  that  initiative  petition ,  and  (3)  within  a 

reasonable  time  fi-ame. 

'  The  Fiscal  Notes,  which  include  the  Fiscal  Note  Summaries  are  available  at 
hltp://audilor.mo.gov/Notes/FiscaINotes.aspx?year=2014. 


The  Incorrect  Estimation  for  the  Income  Tax  Rate  Reduction 
The  Fiscal  Note  Summaries  for  2014-096  to  2014-099  were  largely  based  on  two 
responses:  the  Department  of  Revenue  and  the  Office  of  Administration,  Division  of  Budget  & 
Planning.  Both  attempt  to  estimate  the  tax  collections  from  the  new  assessments  and  fees. 


DOR 

BAP 

Final  Estimates 

2015 

$0.55  Equity  Assessment  Fee 

$.034  Vapor  Products  Unit  Assessment 

$0.17  Cigarette  Special  Assessment 

71,200,000.00 
unknown 
88,500,000.00 

unknown 
552,000.00 
81,800,000.00 

71,200,000.00 
552,000.00 
85,150,000.00 

i 

.i 

Total  New  Revenue  Generated 

2014-96  (EAF+VPU) 

2014-97,  2014-98,  2014-99  (EAF+VPU+CSA) 

71,752,000.00 
156,902,000.00 

The  Final  Estimate  of  the  Cigarette  Special  Asssessment  is  an  Average  of  the  DOR  and  BAP  Estimates. 

The  Department  of  Revenue  suggests  (for  the  2014-97  to  99)  measures  that  this  increase 
"will  result  in  a  reduction  to  the  individual  income  tax  rate  of  .03  percent,  decreasing  general 
revenue  by  206.3  million."  The  Department's  estimate  suggests  they  are  estimating  every  .01 
percent  decrease  in  the  income  tax  to  equate  to  approximately  $68.9  million  dollars. 

Similarly,  the  Office  of  Administration,  Division  of  Budget  and  Planning  estimates  "each 
0.1%  reduction  may  reduce  revenues  by  $69M  or  more."  BAP  suggests  that  for  2014-97  to  -99, 
"the  'reduction  factor'  may  be  rounded  up  to  as  much  as  0.3%,  for  a  reduction  of  at  least 
$207M." 

Neither  DOR  nor  BAP  explain  how  they  equate  each  0.1%  reduction  to  $69M  in  revenue. 
The  Comprehensive  Annual  Financial  Report  for  FY  2013,  prepared  by  the  Office  of 
Administration  and  audited  by  you,  the  State  Auditor,  reports  personal  income  tax  revenue  at 


$6,374,093,816.00.^  If  you  calculate  the  tax  base,  and  then  from  that  base,  calculate  the  .1% 
reduction,  a  different  number  than  the  one  put  forth  by  BAP  and  DOR  emerges. 


Reduction  Factor 

FY  2013  Income  Tax  Collections 
Taxable  Base  (assuming  6%  tax  rate) 
If  the  rate  was  5.9%,  taxable  base  is... 

6,374,093,816.00 
106,234,896,933.33 
6,267,858,919.07 

Difference  (or  .1%  equates  to...) 

106,234,896.93 

Based  on  the  estimate  that  each  .1%  reduction  equates  to  $106M,  the  tax  rate  would  only 
be  reduced  to  5.9%  for  2014-96  (for  the  $71.8  increase  in  revenues)  and  5.7%  for  2014-97  to  99 
measures. 

Office  of  Administration,  Budget  &  Planning 's  Speculation 

BAP  states: 

...the  proposed  subsection  27(b)  requires  the  income  tax  rate  to  be  "permanently 
reduced"  effective  the  immediately  ensuring  tax  year.  This  could  be  interpreted  to  mean 
that  the  rate  of  income  tax  is  reduced  every  year,  even  if  the  collection  of  tobacco  taxes 
remains  stable  or  decreases,  or  if  income  taxes  declines  [sic]... It  might  follow  that  this 
proposal  eliminates  the  income  tax  in  twenty  to  sixty  years. . . 

(emphasis  added).  The  speculation  required  to  reach  the  conclusion  that  the  proposed  measure 

could  eliminate  $6  billion  in  revenue  is  evident  from  the  language  itself. 

It  is  also  based  on  a  misinterpretation  of  the  proposed  measure.  Any  confusion  about 

such  language  in  2014-096  to  2014-099  is  clarified  in  2014-1 18  to  2014-121.  This  new  language 

completely  extinguishes  any  possibility  of  the  scenario  described  by  BAP  above. 


^The  Comprehensive  Annual  Financial  Report  for  FY  2013,  available  at 
http://content.oa.mo.gov/sites/default/files/CAFR20 1 3.pdf 


Fiscal  Impact  for  2014-118  to  2014-121 

While  the  four  measures  before  the  Auditor  are  similar  to  the  four  that  have  previously 
been  submitted,  they  are  not  identical.  First,  the  measures  change  the  assessment  on  VPU.  BAP 
original  estimated  the  sale  of  24M  mL  of  vapor  products.  This  means  there  is  approximately 
81.2  M  (.01)  Fluid  Ounces.  At  the  rate  of  one  cent,  that  translates  to  $0.8 12M.  This  change  is 
reflected  in  the  summary  below. 


DOR 

BAP 

Final  Estimates 

2015 

$0.55  Equity  Assessment  Fee 

$.01  Vapor  Products  Unit  Assessment 

$0.17  Cigarette  Special  Assessment 

71,200,000.00, 
unknownj 
88,500,000.00 

unknown, 

i  1, 

81,800,000.00 

71,200,000.00 
812,000.00 
85,150,000.00 

1 

i  1 

Total  New  Revenue  Generated 

2014-118  (EAF+VPU) 
2014-119  (EAF+VPU+CSA) 
2014-120  (VPU+CSA) 
2014-121  (VPU) 

1 

i   i 

f  i 

72,012,000.00 
157,162,000.00 
85,962,000.00 
812,000.00 

The  Final  Estimate  of  the  Cigarette  Special  Asssessment  is  an  Average  of  the  DOR  and  BAP  Estimates. 

Based  on  the  estimate  that  each  .1%  reduction  in  the  income  tax  rate  equates  to  $106M,  Initiative 
Petitions  2014-1 1 8,  2014-120,  and  2014-121  would  only  require  a  .1%  reduction  in  the  rate. 
Initiative  Petition  2014-1 19  could  require  a  .2%  reduction  in  the  income  tax  rate.  Those 
reductions  (due  to  rounding)  will  not  equal  the  revenue  generated,  as  pointed  out  by  both  DOR 
and  BAP.  The  summary  of  the  difference  between  the  new  revenue  as  a  result  of  the  fees  or 
assessments  and  the  reduced  revenue  as  a  result  of  a  lower  income  tax  rate  is  below. 


Total  New  Revenue 
Generated 

Revenue  Reduction  due 
to  Decreased  Income  Tax 
Rate 

Difference  (Potential 

Cost  to  State 
Government  in  2015) 

2014-118  (EAF+VPU) 
2014-119  (EAF+VPU+CSA) 
2014-120  (VPU+CSA) 
2014-121  (VPU) 

72,012,000.00 
157,162,000.00 
85,962,000.00 
812,000.00 

106,234,896.93 
212,469,793.86 
106,234,896.93 
106,234,896.93 

-34,222,896.93 
-55,307,793.86 
-20,272,896.93 
-105,422,896.93 

While  losses  in  the  amount  of  $34  to  $105  million  may  initially  sound  like  substantially  losses. 


when  compared  with  the  $6.37  billion  in  income  tax  collections  annually,  any  potential  loss  is 
quite  minimal.  Even  the  most  significant  loss  of  $105  million  only  equates  to  about  a  1 .65%  loss 
of  revenue  in  income  tax  collections  as  a  result  of  the  rate  change. 


Loss  Compared  to  Total  FY 

2013  Income  Tax 

Collections  (as  a  %) 

2014-118  (EAF+VPU) 

-0.53% 

2014-119  (EAF-i-VPU+CSA) 

-0.87% 

2014-120  (VPU+CSA) 

-0.32% 

2014-121  (VPU) 

-1.65% 

Conclusion 


Certainly  any  losses  from  the  proposed  measures  in  2014- 11 8  to  2014-121  are  a  far  cry 
from  the  previous  estimate  of  "$6  billion"  over  several  decades.  I  urge  you  to  closely  examine 
these  proposed  measures  and  draft  fiscal  note  summaries  which  (1)  states  the  measure's  cost  or 
savings  (2)  specific  to  that  initiative  petition,  and  (3)  within  a  reasonable  time  frame.  A 
proposed  statement  of  fiscal  impact  which  I  believe  to  be  neither  insufficient  nor  unfair  is  as 
follows: 

Aimual  state  government  revenue  under  this  proposal  may  decrease  by  up  to  $[  21  |  34  | 
55  I  106  ]  million  dollars,  equating  to  less  than  [  1  |  1 1 1  |  2  ]%  of  total  income  tax 
revenue.  The  fiscal  impact  to  local  governments  is  unknown. 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood 
R-VI  School  District,  Linn  State  Technical  College,  Metropolitan  Community 
College,  University  of  Missouri,  St.  Louis  Community  College,  Harris- Sto we  State 
University,  Lincoln  University,  Missouri  State  University,  Missouri  Southern  State 
University,  Missouri  Western  State  University,  Northwest  Missouri  State 
University,  and  Southeast  Missouri  State  University. 

Fiscal  Note  Summary 

Annual  state  revenue  may  initially  decrease  by  $20  million  to  $49  million  due  to  individual 
income  tax  revenue  decreasing  by  more  than  the  increased  revenue  from  the  proposal's 

provisions.  In  subsequent  years,  if  the  revenue  collected  from  the  proposal's  provisions  exceed 
those  collected  in  the  immediate  preceding  fiscal  year,  additional  unknown  decreases  may  occur. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-121) 


Subject 

Initiative  petition  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X.  (Received  January  31,  2014) 

Date 

February  20,  2014 
Description 

This  proposal  would  amend  Article  X  of  the  Missouri  Constitution. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St. 
Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of 
Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60 
School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  University  of  Central  Missouri,  Harris-Stowe  State  University,  Lincoln 
University,  Missouri  State  University,  Missouri  Southern  State  University,  Missouri 
Western  State  University,  Northwest  Missouri  State  University,  Southeast  Missouri 
State  University,  and  Truman  State  University. 


Marc  EUinger  provided  information  as  a  proponent  of  the  proposal  to  the  State  Auditor's 
office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  an  unknown  fiscal  impact  on 
their  department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

The  individual  income  tax  is  reduced  per  "reduction  factor"  (i.e.  the  percentage,  rounded 
to  the  nearest  tenth  of  one  percent  but  not  less  than  one  tenth  of  one  percent,  sufficient  to 
reduce  tax  collections  by  the  amount  collected  from  the  fees  or  assessments  imposed). 
The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the 
reduction  factor  effective  the  immediately  ensuing  tax  year. 

They  defer  to  DOR  in  regard  to  collection  amounts  resulting  from  the  assessments  and/or 
fees  imposed. 

All  revenues  generated  shall  be  used  to  reduce  the  individual  income  tax.  Based  on  this 
assumption,  the  state  school  foundation  formula  would  not  be  negatively  impacted 
fiscally.  However,  the  proposal  appears  to  address  the  reduction  and\or  permanent 
elimination  of  the  individual  income  tax  rate.  It  does  not  appear  to  allow  for  an  increase 
or  adjustment  to  the  individual  income  tax  rate  when  the  collection  of  assessments  and/or 
fees  are  insufficient  to  cover  the  reduction  factor  in  any  previous  year.  This  could 
ultimately  lead  to  a  situation  where  there  are  minimal  taxes  collected  from  individual 
income  taxes  and  minimal  collections  from  the  assessments  and/or  fees  created  here,  such 
that  state  revenues  could  be  significantly  diminished.  This  would  negatively  impact  the 
state  school  foundation  formula. 

Officials  from  the  Department  of  Higher  Education  indicated  this  proposal  would  not 
result  in  any  costs  or  savings  for  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 


Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  for  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  increased  operating  costs  for  the 
department  will  be  $251,980  for  fiscal  year  2015,  $206,774  for  fiscal  year  2016,  and 
$208,925  for  fiscal  year  2017. 

The  IT  portion  of  this  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $41,278. 
This  value  is  based  on  1,512  FTE  hours. 

This  amendment  will  result  in  a  decrease  in  total  state  revenues.  The  increase  due  to  the 
$0.01  assessment  on  .01  ounces  of  vapor  product  units  is  unknown.  Any  increase  from 
this  assessment  will  result  in  a  reduction  of  the  individual  income  tax  rate,  decreasing 
general  revenue  by  as  much  as  $68.8  million  for  each  0.1  percent  rate  reduction. 

Currently,  there  are  seven  certified  non-participating  manufacturers  in  the  state.  If  all  are 
required  to  post  bonds  of  $25,000,  this  will  increase  funds  by  $175,000. 

The  assessment  on  vapor  products  will  increase  state  revenues  and  the  income  rate  tax 
reduction  will  reduce  state  revenues.  If  the  amendment  permanently  reduces  individual 
income  tax  based  on  the  increased  assessments  and  then  vapor  products  sales  decrease, 
this  may  lead  to  further  reductions  in  state  revenues. 

Section  26 

This  section  permanently  reduces  individual  income  tax  by  the  amount  collected  by  the 
state  from  the  assessments  imposed  in  Section  27.  A  reduction  of  0.1  percent  will  result 
in  a  loss  of  revenue  of  $68.8  million  annually. 

Administrative  Impact: 
Personal  Tax: 

Personal  Tax  requires  programming  support  and  forms  changes.  Additionally,  Personal 
Tax  needs  one  (1)  Revenue  Processing  Technician  I  to  process  correspondence. 

Collections  &  Tax  Assistance: 

Based  on  section  26,  Collections  &  Tax  Assistance  anticipates  additional  customer 
contacts  due  to  the  tax  rate  change  and  adjustment  notices.  Collections  &  Tax  Assistance 
requires  two  (2)  Tax  Collection  Technicians  I  for  additional  contacts  on  the  non- 


delinquent  and  delinquent  tax  lines  and  one  (1)  Revenue  Processing  Technician  I  for 
contacts  to  the  field  offices.  Each  technician  requires  CARES  equipment  and  licenses. 

ITSD-DOR: 

Individual:  Tax  rate  reduction  -  504  hours 
Section  27 

This  section  proposes  a  new  assessment  of  $0.01  per  .01  fluid  ounce  of  vapor  product 
material. 

In  addition  to  the  above  assessment,  the  petition  requires  that  any  person  that  provides 
cigarette  manufacturing  services  or  access  to  automatic  cigarette  manufacturing 
equipment  to  consumers  be  considered  a  manufacturer. 

This  amendment  also  requires  each  non-participating  manufacturer  to  post  a  bond  in 
favor  of  the  state  of  Missouri  if  its  cigarettes  were  not  sold  in  the  state  during  any  one  of 
the  four  preceding  quarters,  it  or  its  affiliate  did  not  make  a  full  and  timely  escrow 
deposit,  or  if  it  or  its  affiliate  was  removed  from  the  state  directory  of  any  state  during 
any  of  the  five  proceeding  calendar  years. 

Administrative  Impact: 
Excise  Tax: 

Depending  on  who  collects  the  tax,  either  250  licensed  wholesalers  or  approximately 
4,500  retailers  need  to  be  notified  of  the  provisions  of  this  amendment.  New  reporting 
forms  would  need  to  be  developed  and  a  program  would  be  needed  to  track  the 
information. 

Excise  Tax  requires  one  (1)  Revenue  Processing  Technician  I  for  every  3,000  returns. 

New  reporting  forms  would  need  to  be  developed,  120  cigarette  wholesalers  would  need 
to  be  notified  and  changes  would  need  to  be  made  to  cashiering  functions. 

Mailing  costs  to  wholesalers  and  retailers: 

Wholesalers:   120  x  $0,555=  $  66.60 

Retailers:       4500  x  $0,555  =  $2,497.50 

Total:  $2,564.10 

ITSD-DOR: 

Excise: New  Vapor  Product  Excise  Tax  system  -  1008  hours 

Comments: 

Section  26 

This  section  allows  for  the  individual  income  tax  to  be  permanently  reduced.  However,  it 
does  not  provide  for  any  increase  if  in  future  years  the  revenues  derived  from  the  special 
assessments  imposed  in  Section  27  decrease.  It  is  also  unclear  if  the  rate  reduction  occurs 


if  the  assessment  amounts  collected  remain  the  same  from  year  to  year.  The  language  is 
also  vague  as  to  who  is  responsible  for  determining  whether  the  decrease  is  reoccurring. 

Section  27 

Although  it  is  not  stated  within  this  amendment,  the  department  assumes  that  the 
assessment  collected  within  this  section  will  be  deposited  into  the  General  Revenue  fund 
to  offset  the  loss  of  funds  due  to  the  individual  income  tax  rate  reduction. 

Currently,  the  department  collects  other  tobacco  product's  tax  on  the  manufacturer's 
invoice  price  of  a  product.  To  collect  the  special  assessment  based  upon  a  number  of 
ounces  provides  special  challenges  for  the  department. 

Internet  research  indicates  most  material  containing  nicotine  is  measured  in  milliliters 
(ml)  not  ounces.  Therefore,  conversion  will  be  needed  to  determine  the  special 
assessment  amount  based  upon  ounces.  Additionally  electronic  cigarette  kits  contain 
cartridges  containing  small  amounts  of  fluid  (usually  somewhere  between  3  to  7  drops). 
This  may  be  difficult  to  calculate  the  amount  due. 

It  is  also  unclear  if  the  vapor  product  unit  must  contain  at  least  .05  ounces.  It  is  unclear  if 
a  kit  that  contains  two  cartridges  that  hold  less  than  .05  ounces  is  still  subject  to 
assessment.  The  department  assumes  that  the  assessment  can  be  based  upon  a  fractional 
part  of  .05  ounces.  The  department  also  assumes  that  if  a  product  contains  30  ml  then 
that  would  be  converted  to  ounces  and  divided  by  .05  to  determine  the  number  of  "Vapor 
Product  Units"  subject  to  assessment. 

The  language  is  unclear  as  to  who  would  be  responsible  for  remitting  the  special 
assessment  fee,  whether  at  the  sale  by  the  wholesaler  to  the  retailer  or  at  the  sale  by  the 
retailer  to  the  consumer. 

If  the  FDA  should  ever  regulate  these  products  under  Chapter  V,  they  would  no  longer  be 
subject  to  the  special  assessment. 

There  does  not  appear  to  be  any  penalty  provisions  for  non-compliance.  It  is  unclear  if 
the  person  remitting  the  tax  will  be  granted  any  collection  allowances.  There  are  no 
refund  provisions. 

The  department  assumes  the  effective  date  of  this  legislation  would  be  upon  certification 
of  the  election  results  by  the  Secretary  of  State.  This  would  not  allow  sufficient  time  to 
make  all  the  necessary  form  changes,  programming  changes  and  notifications.  It  is 
recommended  that  the  effective  date  be  changed  to  July  1,  2015.  This  will  also  reduce  the 
burden  on  the  wholesalers  required  to  implement  the  assessment  in  the  middle  of  the 
month. 

The  department  assumes  that  the  compensation  allowance  of  3  percent  provided  for  in 
Chapter  149.021  RSMo  would  apply  to  the  special  assessment  fee,  as  the  fee  is  to  be 
collected  in  the  same  way  as  other  cigarette  taxes.  The  department  also  assumes  that  as 


this  assessment  is  to  be  collected  in  the  same  manner  as  other  cigarette  taxes,  this  would 
allow  for  the  credit  or  refund  on  returned  stamps. 

It  is  unclear  as  to  where  the  bonds  posted  in  Section  27(f)  are  to  be  collected  will  be 
deposited.  It  is  also  unclear  as  to  who  is  responsible  for  holding  and  tracking  the  bonds. 
The  department  does  not  have  the  ability  to  determine  which  non-participating 
manufacturers  have  been  removed  from  the  state  directory  in  any  other  state. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  for  this  initiative  petition. 

Officials  from  the  Department  of  Social  Services  indicated  since  this  initiative  petition 
imposes  a  special  assessment  and  provides  for  a  reduction  in  the  individual  income  tax,  it 
has  the  potential  to  affect  total  state  revenue.  However,  there  is  no  direct  fiscal  impact  to 
their  department.  Since  the  budget  of  any  state  agency  is  dependent  upon  the 
appropriations  process,  they  cannot  predict  whether  their  department  might  be  affected  if 
this  proposal  were  to  result  in  a  change  in  the  total  amount  of  general  revenue  available  to 
fund  state  government. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  there  should  be  no 
fiscal  impact  to  their  agency. 

Officials  from  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

These  proposals  create,  upon  voter  approval,  additional  taxes  on  various  tobacco 
products. 

There  should  be  no  cost  to  the  Office  of  Administration. 
Budget  &  Planning  (BAP)  provides  these  estimates: 
Vapor  Product  Units  (all  versions): 

The  proposals  create  an  additional  tax  of  $0.01  levied  on  each  "Vapor  Product  Unit" 
(VPU),  defined  as  0.01  fl.  oz.  of  nicotine  product. 

•  According  to  a  recent  analysis  by  Wells  Fargo  Securities/  national  sales  of  e- 
cigarettes  will  total  $1.7  billion  in  2013. 

•  BAP  assumes  2%  of  this  figure  represents  sales  in  MO,  and  of  this,  90%  is  sales  of 
VPUs,  or  about  $32M. 

^  http://www.cnbc.com/id/10099151 1#_gus 


•  BAP  assumes  these  sales  are  in  the  form  of  "cartridges"  that  retail  for  $2  each,  or 
16M  cartridges.  Also,  each  cartridge  contains  1.5  mL  of  liquid,  for  a  total  of  24M 
mL.  However,  there  are  numerous  e-cigarette  products,  with  various  amounts  of 
fluid,  offered  at  an  array  of  prices  for  consumers  to  choose  from. 

•  BAP  notes  that  24M  mL  is  about  0.812M  fl.  oz.,^  which  implies  about  81.15M 
VPUs  are  sold  in  MO. 

•  At  $0.01  per  VPU,  this  would  generate  about  $0.8122M  in  additional  revenues. 

Cigarette  Tax  (versions  119  &  120): 

The  proposals  create  an  additional  cigarette  tax  of  $0.17  per  pack,  which  doubles  the 
current  rate  of  tax.  BAP  notes  that  cigarette  tax  revenues  in  FY13  totaled  just  over 
$86.8M.  However,  the  additional  tax  would  reduce  the  number  of  units  sold.  BAP 
estimates  this  additional  tax  would  generate  $81.8M  of  revenues. 

Equity  Assessment  Fee  for  NPMs  (versions  1 18  &  1 19): 

The  proposals  create  an  Equity  Assessment  Fee  of  $0.55  per  pack  for  the  sale  of  Non- 
Participating  Manufacturer  cigarettes.  The  DOR  may  have  an  estimate  of  the  revenue 
that  may  be  generated. 

Cigarette  Mfg  (all  versions). 

The  proposals  stipulate  that  any  person  that  provides  cigarette  manufacturing  services  is 
deemed  to  be  a  manufacturer.  This  may  increase  revenues,  to  the  extent  that  sellers  of 
these  services  remit  taxes  based  on  stamped  products,  instead  of  paying  any  "other 
tobacco  products"  taxes  they  may  currently  be  paying. 

Bonds  for  Non-Participating  Mfgs  (versions  120  &  121) 

These  proposals  require  Non-Participating  Manufactures  to  post  a  bond  to  the  state  of 
Missouri.  This  will  increase  general  and  total  state  revenues  by  an  unknown  amount. 

Income  Tax  Reduction  Factor  (all  versions): 

The  proposals  require  the  existing  rate  of  the  individual  income  tax  to  be  reduced  by  a 

"reduction  factor."  There  are  several  marginal  income  tax  rates  in  statute;  BAP  assumes 
this  proposal  refers  to  the  top  marginal  rate  in  effect.  The  "reduction  factor"  means  the 
percentage,  rounded  to  the  nearest  tenth,  but  not  less  than  0.1%,  sufficient  to  reduce 
collections  by  an  amount  equal  to  the  annual  increase  in  the  tobacco  taxes  collected 
above.  Based  on  2011  Tax  Year  data,  BAP  estimates  each  0.1%  reduction  may  reduce 
revenues  by  $69M  or  more,  depending  on  the  rate  in  effect.  Thus,  the  "reduction  factor" 
may  be  rounded  up  to  as  much  as  0.3%,  for  a  reduction  of  at  least  $207M,  in  the  first 
year.  In  subsequent  years,  an  increase  in  the  proposed  taxes  of  only  $1  would  lead  to  a 
reduction  of  $69M  or  more. 

Further,  the  proposal  requires  the  income  tax  rate  to  be  "permanently  reduced"  effective 
the  immediately  ensuing  tax  year.  This  could  be  interpreted  to  mean  that  the  rate  of 
income  tax  is  reduced  every  year,  even  if  income  taxes  decline  because  of  economic 


^  http://www.convertunits.com/from/fluid+ounces/to/ml 


conditions.  It  might  follow  that  this  proposal  eventually  eliminates  the  income  tax  so 
long  as  any  of  the  proposed  tobacco  revenues  continue  to  be  collected,  and  increase  by 
any  amount. 

Other  Comments: 

The  reduction  in  income  tax  rates  will  reduce  general  revenues.  However,  it  is  unclear 
from  this  proposal  if  the  new  tobacco  revenues  will  be  deposited  into  general  revenue  or 
other  dedicated  funds. 

Any  reduction  in  the  number  of  tobacco  products  sold  may  also  reduce  sales  taxes.  This 
would  further  reduce  general  revenues,  as  well  as  those  for  schools  and  other  dedicated 
funds. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  initiative  petition  has  no  fiscal  impact 
to  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  Their  office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal 
activity  resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted 
each  year  depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in 
odd  numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to 
meet  these  requirements.  The  appropriation  has  historically  been  an  estimated 
appropriation  because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures 
approved  by  the  General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In 
FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide  Constitutional 
Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of 
$434,000  per  issue).  Therefore,  their  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  they  reserve  the  right 
to  request  funding  to  meet  the  cost  of  their  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  their  office  other  than  if  state  revenues  are 
significantly  changed. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 


Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  a  fiscal  impact 
to  their  city,  as  a  result  of  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated: 

The  proposed  state  assessments  on  non-participating  manufacturer  cigarettes  and  vapor 
product  material  would  have  no  fiscal  impact  on  their  city.  The  prohibition  on  new  local 
government  taxes,  licenses,  fees  or  special  assessments  on  vapor  products  or  vapor 
product  material  could  reduce  their  future  revenue,  but  the  amount  of  future  lost  revenue 
cannot  be  determined. 

Officials  from  University  of  Central  Missouri  estimate  no  fiscal  impact. 
Officials  from  Truman  State  University  indicated  no  impact. 

Marc  EUinger  provided  the  following  information  as  a  proponent  of  this  initiative 
petition. 


I  submit  the  following  proposed  statement  of  fiscal  impact  for  the  four  Initiative  Petitions 
I  filed  on  January  30,  2014,  with  the  Missouri  Secretary  of  State's  Office,  on  behalf  of  the 
Initiative  Petitions. 

There  is  little  cost  to  state  or  local  governments  based  upon  the  proposed  Initiative 
Petitions.  The  income  tax  rate  will  be  reduced  only  upon  increased  revenue  as  a  result  of  the 
additional  fees  or  assessments  in  the  proposed  measure. 

Fiscal  Notes  and  Fiscal  Note  Summaries  for  2014-096  to  2014-099 

On  January  29,  2014,  the  Secretary  of  State  certified  ballot  titles  for  four  other  similar 

initiative  petitions.  Those  petitions  each  received  the  same  fiscal  note  summary  as  follows: 

Taxes  and  fees  collected  annually  under  the  proposal  are  used  to  calculate  permanent 
reductions  to  the  individual  income  tax  rate.  This  process  over  several  decades  could 
eliminate  the  individual  income  tax,  which  would  be  approximately  $6  billion  in  aimual 
revenue  based  on  current  collections.  Whether  the  proposal  will  be  revenue  neutral 
cannot  be  determined.['] 

Not  only  does  this  statement  not  state  the  measures'  estimated  costs  or  savings,  it  appears  to  be  a 

significant  deviation  fi-om  the  Auditor's  usual  practice  in  attempting  to  quantify  the  fiscal  impact 

"over  several  decades."  There  are  also  differences  between  the  Initiative  Petitions  that  would 

justify  different  fiscal  note  summaries.  I  urge  the  Auditor  to  closely  examine  each  of  the 

initiative  petitions  currently  before  him  and  adopt  a  fiscal  note  summary  for  each  which  (1) 

states  the  measure's  cost  or  savings  (2)  specific  to  that  initiative  petition ,  and  (3)  within  a 

reasonable  time  fi-ame. 

'  The  Fiscal  Notes,  which  include  the  Fiscal  Note  Summaries  are  available  at 
hltp://audilor.mo.gov/Notes/FiscaINotes.aspx?year=2014. 


The  Incorrect  Estimation  for  the  Income  Tax  Rate  Reduction 
The  Fiscal  Note  Summaries  for  2014-096  to  2014-099  were  largely  based  on  two 
responses:  the  Department  of  Revenue  and  the  Office  of  Administration,  Division  of  Budget  & 
Planning.  Both  attempt  to  estimate  the  tax  collections  from  the  new  assessments  and  fees. 


DOR 

BAP 

Final  Estimates 

2015 

$0.55  Equity  Assessment  Fee 

$.034  Vapor  Products  Unit  Assessment 

$0.17  Cigarette  Special  Assessment 

71,200,000.00 
unknown 
88,500,000.00 

unknown 
552,000.00 
81,800,000.00 

71,200,000.00 
552,000.00 
85,150,000.00 

i 

.i 

Total  New  Revenue  Generated 

2014-96  (EAF+VPU) 

2014-97,  2014-98,  2014-99  (EAF+VPU+CSA) 

71,752,000.00 
156,902,000.00 

The  Final  Estimate  of  the  Cigarette  Special  Asssessment  is  an  Average  of  the  DOR  and  BAP  Estimates. 

The  Department  of  Revenue  suggests  (for  the  2014-97  to  99)  measures  that  this  increase 
"will  result  in  a  reduction  to  the  individual  income  tax  rate  of  .03  percent,  decreasing  general 
revenue  by  206.3  million."  The  Department's  estimate  suggests  they  are  estimating  every  .01 
percent  decrease  in  the  income  tax  to  equate  to  approximately  $68.9  million  dollars. 

Similarly,  the  Office  of  Administration,  Division  of  Budget  and  Planning  estimates  "each 
0.1%  reduction  may  reduce  revenues  by  $69M  or  more."  BAP  suggests  that  for  2014-97  to  -99, 
"the  'reduction  factor'  may  be  rounded  up  to  as  much  as  0.3%,  for  a  reduction  of  at  least 
$207M." 

Neither  DOR  nor  BAP  explain  how  they  equate  each  0.1%  reduction  to  $69M  in  revenue. 
The  Comprehensive  Annual  Financial  Report  for  FY  2013,  prepared  by  the  Office  of 
Administration  and  audited  by  you,  the  State  Auditor,  reports  personal  income  tax  revenue  at 


$6,374,093,816.00.^  If  you  calculate  the  tax  base,  and  then  from  that  base,  calculate  the  .1% 
reduction,  a  different  number  than  the  one  put  forth  by  BAP  and  DOR  emerges. 


Reduction  Factor 

FY  2013  Income  Tax  Collections 
Taxable  Base  (assuming  6%  tax  rate) 
If  the  rate  was  5.9%,  taxable  base  is... 

6,374,093,816.00 
106,234,896,933.33 
6,267,858,919.07 

Difference  (or  .1%  equates  to...) 

106,234,896.93 

Based  on  the  estimate  that  each  .1%  reduction  equates  to  $106M,  the  tax  rate  would  only 
be  reduced  to  5.9%  for  2014-96  (for  the  $71.8  increase  in  revenues)  and  5.7%  for  2014-97  to  99 
measures. 

Office  of  Administration,  Budget  &  Planning 's  Speculation 

BAP  states: 

...the  proposed  subsection  27(b)  requires  the  income  tax  rate  to  be  "permanently 
reduced"  effective  the  immediately  ensuring  tax  year.  This  could  be  interpreted  to  mean 
that  the  rate  of  income  tax  is  reduced  every  year,  even  if  the  collection  of  tobacco  taxes 
remains  stable  or  decreases,  or  if  income  taxes  declines  [sic]... It  might  follow  that  this 
proposal  eliminates  the  income  tax  in  twenty  to  sixty  years. . . 

(emphasis  added).  The  speculation  required  to  reach  the  conclusion  that  the  proposed  measure 

could  eliminate  $6  billion  in  revenue  is  evident  from  the  language  itself. 

It  is  also  based  on  a  misinterpretation  of  the  proposed  measure.  Any  confusion  about 

such  language  in  2014-096  to  2014-099  is  clarified  in  2014-1 18  to  2014-121.  This  new  language 

completely  extinguishes  any  possibility  of  the  scenario  described  by  BAP  above. 


^The  Comprehensive  Annual  Financial  Report  for  FY  2013,  available  at 
http://content.oa.mo.gov/sites/default/files/CAFR20 1 3.pdf 


Fiscal  Impact  for  2014-118  to  2014-121 

While  the  four  measures  before  the  Auditor  are  similar  to  the  four  that  have  previously 
been  submitted,  they  are  not  identical.  First,  the  measures  change  the  assessment  on  VPU.  BAP 
original  estimated  the  sale  of  24M  mL  of  vapor  products.  This  means  there  is  approximately 
81.2  M  (.01)  Fluid  Ounces.  At  the  rate  of  one  cent,  that  translates  to  $0.8 12M.  This  change  is 
reflected  in  the  summary  below. 


DOR 

BAP 

Final  Estimates 

2015 

$0.55  Equity  Assessment  Fee 

$.01  Vapor  Products  Unit  Assessment 

$0.17  Cigarette  Special  Assessment 

71,200,000.00, 
unknownj 
88,500,000.00 

unknown, 

i  1, 

81,800,000.00 

71,200,000.00 
812,000.00 
85,150,000.00 

1 

i  1 

Total  New  Revenue  Generated 

2014-118  (EAF+VPU) 
2014-119  (EAF+VPU+CSA) 
2014-120  (VPU+CSA) 
2014-121  (VPU) 

1 

i   i 

f  i 

72,012,000.00 
157,162,000.00 
85,962,000.00 
812,000.00 

The  Final  Estimate  of  the  Cigarette  Special  Asssessment  is  an  Average  of  the  DOR  and  BAP  Estimates. 

Based  on  the  estimate  that  each  .1%  reduction  in  the  income  tax  rate  equates  to  $106M,  Initiative 
Petitions  2014-1 1 8,  2014-120,  and  2014-121  would  only  require  a  .1%  reduction  in  the  rate. 
Initiative  Petition  2014-1 19  could  require  a  .2%  reduction  in  the  income  tax  rate.  Those 
reductions  (due  to  rounding)  will  not  equal  the  revenue  generated,  as  pointed  out  by  both  DOR 
and  BAP.  The  summary  of  the  difference  between  the  new  revenue  as  a  result  of  the  fees  or 
assessments  and  the  reduced  revenue  as  a  result  of  a  lower  income  tax  rate  is  below. 


Total  New  Revenue 
Generated 

Revenue  Reduction  due 
to  Decreased  Income  Tax 
Rate 

Difference  (Potential 

Cost  to  State 
Government  in  2015) 

2014-118  (EAF+VPU) 
2014-119  (EAF+VPU+CSA) 
2014-120  (VPU+CSA) 
2014-121  (VPU) 

72,012,000.00 
157,162,000.00 
85,962,000.00 
812,000.00 

106,234,896.93 
212,469,793.86 
106,234,896.93 
106,234,896.93 

-34,222,896.93 
-55,307,793.86 
-20,272,896.93 
-105,422,896.93 

While  losses  in  the  amount  of  $34  to  $105  million  may  initially  sound  like  substantially  losses. 


when  compared  with  the  $6.37  billion  in  income  tax  collections  annually,  any  potential  loss  is 
quite  minimal.  Even  the  most  significant  loss  of  $105  million  only  equates  to  about  a  1 .65%  loss 
of  revenue  in  income  tax  collections  as  a  result  of  the  rate  change. 


Loss  Compared  to  Total  FY 

2013  Income  Tax 

Collections  (as  a  %) 

2014-118  (EAF+VPU) 

-0.53% 

2014-119  (EAF-i-VPU+CSA) 

-0.87% 

2014-120  (VPU+CSA) 

-0.32% 

2014-121  (VPU) 

-1.65% 

Conclusion 


Certainly  any  losses  from  the  proposed  measures  in  2014- 11 8  to  2014-121  are  a  far  cry 
from  the  previous  estimate  of  "$6  billion"  over  several  decades.  I  urge  you  to  closely  examine 
these  proposed  measures  and  draft  fiscal  note  summaries  which  (1)  states  the  measure's  cost  or 
savings  (2)  specific  to  that  initiative  petition,  and  (3)  within  a  reasonable  time  frame.  A 
proposed  statement  of  fiscal  impact  which  I  believe  to  be  neither  insufficient  nor  unfair  is  as 
follows: 

Aimual  state  government  revenue  under  this  proposal  may  decrease  by  up  to  $[  21  |  34  | 
55  I  106  ]  million  dollars,  equating  to  less  than  [  1  |  1 1 1  |  2  ]%  of  total  income  tax 
revenue.  The  fiscal  impact  to  local  governments  is  unknown. 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau, 
the  City  of  Columbia,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood, 
the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph,  the  City  of  St.  Louis, 
the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West 
Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood 
R-VI  School  District,  Linn  State  Technical  College,  Metropolitan  Community 
College,  University  of  Missouri,  St.  Louis  Community  College,  Harris- Sto we  State 
University,  Lincoln  University,  Missouri  State  University,  Missouri  Southern  State 
University,  Missouri  Western  State  University,  Northwest  Missouri  State 
University,  and  Southeast  Missouri  State  University. 

Fiscal  Note  Summary 

Annual  state  revenue  may  initially  decrease  by  $69  million  to  $105  million  due  to  individual 
income  tax  revenue  decreasing  by  more  than  the  increased  revenue  from  the  proposal's 

provisions.  In  subsequent  years,  if  the  revenue  collected  from  the  proposal's  provisions  exceed 
those  collected  in  the  immediate  preceding  fiscal  year,  additional  unknown  decreases  may  occur. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-122) 


Subject 

Initiative  petition  from  Tony  Nenninger  regarding  a  proposed  constitutional  amendment 
to  Article  I  of  the  Constitution  of  Missouri.  (Received  January  31,  2014) 

Date 

February  20,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated  this 
proposal  has  the  potential  to  significantly  impact  the  revenue  stream  of  state  and  local 
governments;  however,  their  department  has  no  means  to  calculate  such  impact. 

Officials  from  the  Department  of  Higher  Education  indicated  the  proposal  would  not 
result  in  any  costs  or  savings  for  their  department.  Although  there  may  be  additional 
revenue  available  for  higher  education  from  the  tax  on  marijuana  products,  the  amount  of 
those  new  revenues  is  unknown. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition  will  have  no  cost  or  savings  to  their  department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 
However,  the  impact  on  the  demand  for  substance  use  disorder  treatment  is  unknown. 
Their  department  sees  the  legalization  of  marijuana  as  a  broader  public  health  issue, 
especially  for  children. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated: 

Passage  of  this  proposal  may  result  in  the  release  of  offenders  who  are  incarcerated  for 
felony  marijuana  offenses  or  probation/  parole  violators  who  have  been  returned  to  prison 
for  misdemeanor  or  local  ordinance  marijuana  offenses.  This  may  have  a  positive  fiscal 
impact  in  that  it  may  reduce  both  the  incarcerated  population  and  the  population 
supervised  by  Probation  &  Parole  (P&P).  Each  day  an  offender  is  not  incarcerated 
results  in  a  cost  avoidance  of  $18.01  in  incarceration  costs  while  P&P  per  diems  are 
$5.07  per  offender. 

This  legislation  could  also  have  an  unknown  operational  impact  in  that  it  allows  for  the 
expungement  of  marijuana  offenses  from  offender  records.  This  may  result  in  an 
additional  workload  for  the  institutional  Records  Office  staff  as  they  are  the  custodians  of 


the  offender  records;  however,  it  is  not  anticipated  that  the  increased  workload  will  be 
significant. 

The  petitions  states  it  is  not  intended  to  "amend  or  affect  in  any  way  state  or  federal  law 
pertaining  to  employment  matters."  While  this  will  arguably  provide  some  protections 
for  the  department  to  continue  to  test  employees  for  marijuana,  there  is  some  ambiguity 
in  the  language  or  alternative  interpretations  of  the  language  that  may  impede  the 
department  testing  employees  for  marijuana  use/impairment.  There  may  be  an  unknown 
operational  impact  on  the  safety  and  security  of  the  prisons  if  the  department  is  not 
allowed  to  test  their  staff  for  marijuana  usage. 

Passage  of  this  proposal  into  law  would  have  an  unknown  fiscal  impact  for  their 
department,  an  impact  which  is  assumed  to  be  fiscally  positive. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  increased  costs  would  be  $36,691 
for  fiscal  year  2015,  $0  for  fiscal  year  2016,  and  $0  for  fiscal  year  2017. 

This  would  allow  for  additional  businesses  to  become  retailers  of  medicinal  and 
recreational  cannabis. 

The  IT  portion  of  this  fiscal  impact  is  estimated  with  a  level  of  effort  valued  at  $36,691. 
This  value  is  based  on  1,344  FTE  hours. 

Based  on  a  25  percent  excise  tax,  this  legislation  creates  an  unknown,  positive  impact  on 
total  state  revenue. 

If  passed  by  voters,  this  petition  would  increase  state  revenues. 

This  petition  legalizes,  regulates  and  taxes  the  use  of  marijuana  for  medicinal  and 
recreational  purposes.  This  petition  would  impose  an  excise  tax  on  the  first  fair  market 
sale  of  marijuana  produced  at  a  rate  of  25  percent  of  the  purchase  price.  The  Division  of 
Alcohol  and  Tobacco  Control  and  the  General  Assembly  have  the  responsibility  to 
establish  rules,  regulations,  and  laws  to  provide  for  collection  of  the  excise  tax. 

The  amendment  requires  the  Department  of  Health  and  Senior  Services  and  Division  of 
Alcohol  and  Tobacco  Control  to  make,  administer,  and  enforce  rules  and  regulations  not 
inconsistent  with  this  section. 

Administrative  Impact: 

Tax:  New  Excise  Tax  System  1,344  hours 

Officials  from  the  Department  of  Public  Safety  indicated  the  following  fiscal  impact: 


Division  of  Alcohol  and  Tobacco  Control  (ATC) 


Costs  would  increase  by  $5,634,921  in  FY  2015,  $4,718,729  in  FY  2016,  and  $4,778,049 
in  FY  2017.  Excise  tax  and  licensing  fees  could  be  $217,500,000  in  FY  2016  and  FY 
2017. 

ATC  will  need  to  provide  office  space  across  the  state  for  four  District  Offices  in  St. 
Louis,  Kansas  City,  Springfield  and  Cape  Girardeau.  The  existing  ATC  office  in 
Jefferson  City  can  absorb  the  additional  staff  within  the  existing  location. 

It  is  very  likely  that  many  small  businesses  will  become  licensed  as  a  result  of 
marijuana  legalization  and  the  potential  to  increase  small  business  profits  is  huge  based 
on  information  received  from  the  State  of  Colorado,  which  just  legalized  recreational 
marijuana. 

It  is  estimated  that  each  new  FTE  will  require  laptops  (or  desktop  PC's)  and  printing 
equipment.  In  addition,  based  on  Colorado's  estimation,  ATC  will  need  large  marijuana 
tracking  computer  system  to  facilitate  the  tracking  and  excise  tax  collections  which  is 
estimated  to  cost  $1,000,000  in  the  first  two  years.  ITSD  has  been  contacted  and  will  be 
submitting  a  more  detailed  response  to  this  item. 

ATC  will  begin  licensing  marijuana  growers,  producers,  distributors,  and  retailers.  It  is 

estimated  it  will  have  a  large  positive  impact  on  total  state  revenue.  Although  the 
language  indicates  that  the  excise  taxes  will  not  be  considered  a  part  of  total  state  revenue 
or  expense  of  state  government.  ATC  estimates  that  excise  taxes  collected  will  be  based 
on  Missouri  marijuana  sales  of  between  $750  million  and  $1  billion  annually,  resulting  in 
possibly  $187,500  million  in  excise  tax  collections  if  tax  rates  are  25%.  ATC  also 
estimates  that  if  the  minimum  number  of  retail  licenses  allowed  (1  license  per  2,500 
people,  6.022  million  Missouri  population)  of  2,400  obtain  licenses,  plus  possibly  600 
producers  or  distributors,  there  will  be  3,000  licensees.  ATC  proposes  a  fee  of  $10,000 
per  license  which  would  result  in  approximately  $30  million  in  license  fees.  This  license 
fee  is  in  line  with  the  range  of  fees  paid  by  Colorado  licensees. 

This  initiative  petition  allows  for  citizens  twenty-one  years  of  age  or  older  to  engage  in 
the  productions,  sale,  distribution  and  consumption  of  marijuana  and  hemp.  It  defines 
terms  and  concepts  in  the  bill,  including  what  "Fair  Market  Sale"  means  and  the  personal 
and  household  exemptions.  It  also  defines  that  in  this  bill,  the  mention  of  "Division" 
means  the  Division  of  Alcohol  and  Tobacco  Control. 

The  language  in  the  bill  sets  up  a  new  program  that  puts  ATC  in  charge  of  the 
monitoring,  regulation  and  collection  of  excise  taxes  and  license  fees,  from  the 
production  of  and  sells  of  marijuana,  similarly  as  to  the  system  that  is  currently  used  to 
regulate  the  Alcohol  Industry. 

The  petition  was  extremely  hard  to  read,  but  the  division  compared  the  major  provisions 
to  the  portion  of  HB 1659,  Section  195.850,  and  they  were  very  similar. 


The  division  is  requesting  approximately  $5.6  million  in  PS  and  E&E  during  the  first 
year  to  respond  to  the  tasks  involved  in  marijuana  legalization.  Each  year  thereafter  the 
cost  would  be  approximately  $4.8  million.  ATC  would  be  responsible  for  licensing, 
collecting  excise  taxes  and  regulatory  compliance  in  a  new  marijuana  industry  in 
Missouri.  ATC  believes  that  the  only  way  to  track  marijuana  is  through  a  computerized 
system  using  bar  codes  and/or  tax  stamps.  Colorado  currently  uses  a  system  that  cost  $1 
million  over  a  2  year  period.  This  system  would  track  the  product  from  the  production  to 
the  retail  system.  Because  there  are  no  prohibitions  against  one  person  having  all 
different  types  of  marijuana  licenses,  the  only  way  to  assure  excise  taxes  are  being  paid  is 
through  the  use  of  bar  codes  and/or  tax  stamps  and  frequent  inspections.  ATC  would 
utilize  five  district  offices  throughout  the  state  with  1  District  Supervisor,  1  Clerical 
person  and  various  Special  Agent/Auditors  in  each  District.  ATC  would  need  5  District 
Supervisors,  45  Special  Agent/Auditors,  7  Senior  Office  Support  Assistants,  1  Staff 
Attorney  and  1  Agricultural  Expert  to  facilitate  such  a  large  undertaking.  It  should  be 
noted  that  Colorado,  with  a  population  of  almost  a  million  less,  has  56  FTE  dedicated 
solely  to  the  marijuana  control  program. 

Additional  Information:  The  state  of  Washington's  marijuana  initiative  allows  up  to  $5 
million  annually  for  the  Washington  State  Liquor  Control  Board  to  implement  and 
administer  the  recreational  marijuana  program.  The  Economic  Revenue  Forecast  Council 
has  not  yet  projected  revenues  but  we  suspect  it  will  be  in  the  0-$300  million  range  in  the 
first  full  year  of  operation.  No  Washington  marijuana  licenses  have  been  issued  yet  but 
the  applications  are  approaching  3,000  as  of  December  19,  2013. 

It  is  unclear  what  the  local  impact  will  be  to  cities  and  counties. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  House  of  Representatives  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

This  initiative  petition  creates  Article  I,  Section  35(a)  in  the  Missouri  Constitution.  This 
petition: 

•  Legalizes  the  production,  sale,  distribution,  and  consumption  of  marijuana  and 
hemp. 

•  Legalizes  the  possession  of  marijuana,  marijuana  products,  marijuana 
concentrates,  marijuana  paraphernalia,  marijuana  extracts,  and  industrial  hemp  for 
persons  twenty-one  years  of  age  or  older. 

•  Legalizes  the  cultivation  of  marijuana  for  medical  needs  as  recommended  by  a 
physician. 


•  Legalizes  the  retail  sales  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp. 

•  Allow  the  General  Assembly  to  enact  an  excise  tax  at  a  rate  of  twenty-five  percent 
on  the  fair  market  sale  of  marijuana  and  industrial  hemp  produced  in  the  state. 

•  Require  the  Division  of  Alcohol  and  Tobacco  Control  to  adopt  regulations 
necessary  for  implementation  by  June  1,  2015  including: 

o         Licensing  procedures 

o         Excise  tax  collection 

o         Enforcement  and  compliance  of  licensees 

o         Fee  schedules 

o         Advertisement  regulation 

•  Require  the  Department  of  Health  and  Senior  Services  to  adopt  regulations 
necessary  for  implementation  by  June  15,  2015  that  will  permit  individuals  with 
medical  conditions  to  use  marijuana,  marijuana  products,  marijuana 
paraphernalia,  and  marijuana  extracts  for  medical  use. 

•  Permit  records  expungement  of  marijuana  offenses  no  longer  illegal  under  this 
act,  and  calls  for  the  release  of  any  offenders  who  offenses  are  no  longer  illegal 
under  this  act  to  be  released  from  custody. 

•  Does  not: 

o  Allow  the  state  to  impose  any  additional  taxes  to  transactions  regarding 
marijuana,  marijuana  products,  marijuana  paraphernalia,  marijuana 
extracts,  and  industrial  hemp,  other  than  what  is  imposed  on  other 
products  generally. 

o         Permit  the  state  to  add  additional  regulations  related  to  licensees  beyond 

the  scope  of  the  petition, 
o         Forbid  any  individual  or  property  owner  from  prohibiting  marijuana 

within  their  property, 
o         Require  a  person  to  violate  or  exempt  them  from  enforcement  of  federal 

laws. 

o  Permit  operation  of  any  means  of  transportation  by  anyone  impaired  by 
marijuana. 

o  Permit  the  transfer  or  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  to  anyone  under 
the  age  of  twenty-one. 

Summary  of  Fiscal  Impact 

The  Department  of  Corrections  and  the  Office  of  the  Court  Administrator  would  incur 
costs  (amount  unknown)  due  to  the  expungement  of  records  and  release  of  offenders' 
provisions  in  the  act.  The  Department  of  Public  Safety,  Division  of  Alcohol  and  Tobacco 
Control  and  the  Department  of  Health  and  Senior  Services  are  given  the  authority  to 
promulgate  rules  to  implement  this  section.  Those  rules  could  result  in  a  fiscal  impact  for 
those  agencies.  The  Department  of  Revenue  could  also  see  increased  costs  resulting  from 
the  collection  of  excise  and  sales  taxes  and  compliance  with  those  taxes. 


Budget  and  Planning  (B&P)  assumes  the  revenue  generated  from  the  excise  tax  and 
license  fees  would  be  deposited  into  the  state's  general  revenue  fund.  The  petition 
requires  the  general  assembly  to  appropriate  the  revenue  as  follows: 

1.  All  funds  the  General  Assembly  deems  necessary  for  the  division  of  alcohol  and 
tobacco  control  within  the  department  of  public  safety  to  carry  out  any  obligations 
created  by  the  petition  or  laws  operating  under  this  section,  and  may  establish  a 
reserve  fund  for  such  obligations. 

2.  The  remainder  of  all  funds  shall  be  appropriated  within  the  following  guidelines: 

a.  25%  for  state  and  local  law  enforcement  and  firefighter  pensions 

b.  25%  for  public  institutions  of  elementary  and  secondary  education 

c.  20%  for  mental  health  and  substance  abuse  programs 

d.  15%  for  cities  and  counties 

e.  15%  for  public  institutions  of  higher  education  or  for  scholarships  to 
attend  such  institutions 

Further  B&P  assumes  that  the  retail  sale  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  marijuana  extracts,  and  industrial  hemp  would  be  subject  to  state  sales  tax, 
therefore  increasing  the  collections  to  the  state's  general  revenue  fund,  the  School  District 
Trust  Fund,  the  Conservation  Commission  Fund,  the  State  Park  Sales  Tax  Fund,  and  the 
Soil  and  Water  Sales  Tax  Fund.  B&P  does  not  have  the  data  available  to  provide  an 
estimate. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated: 

The  proposed  initiative  petition  would  create  a  new  section  of  the  Missouri  Constitution 

to  be  known  as  Article  I,  Section  35(a).  This  section  would  allow  citizens  over  the  age  of 
twenty-one  years  to  have  the  right  to  engage  in  the  production,  sale,  distribution  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to 
reasonable  regulations  adopted  by  the  state  pursuant  to  this  section. 

During  the  past  five  years  (2009  -  2013)  there  has  been  an  average  of  3,100  Associate 
Circuit  Division  charges  disposed  statewide  by  guilty  outcome  and  8,256  Circuit  Division 
charges  disposed  by  guilty  outcome.  The  officials  said  they  are  unable  to  determine  what 
number  of  these  charges  were  for  someone  over  the  age  of  twenty-one. 


The  following  Criminal  Court  Costs  would  be  affected  by  this  petition: 


Criminal  Court  Costs 

Felony  Case  Costs 

Amount  of  Cost 

Disburse  to  State/County 

Basic  Civil  Legal  Services 
Fund  surcharge 

$10.00 

State  of  Missouri  -  Basic  Civil  Legal 
Services  Fund 

Clerk  Fee 

$45.00 

State  of  Missouri  -  General  Revenue 
$36,  County  $9 

County  Fee 

$75.00 

County 

State  of  Missouri  -Statewide  Court 

Court  Automation  Fund  Fee 

$7.00 

Automation  Fund 

Court  Reporter  fee  (All  Circuit 

Division  Cases) 

$15.00 

State  of  Missouri  -  General  Revenue 

Crime  Victims'  Compensation 

State  of  Missouri  -  Crime  Victims' 

rund  surcharge 

q)7.50 

Compensation  Fund 

DNA  Profiling  Analysis  Fund 

State  of  Missouri  -  DNA  Profiling 

surcharge 

$30.00 

Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Head  Injury  Fund 

Independent  Living  Center 

State  of  Missouri  -  Independent  Living 

Fund  surcharge 

$1.00 

Center  Fund 

Motorcycle  Safety  Trust  Fund 
surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  & 

Training  (POST)  Commission 

State  of  Missouri  -  Peace  Officer 

surcharge 

$1.00 

Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 

Fund 

A  r\f\ 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 

State  of  Missouri  -  Prosecuting 

Fund  surcharge 

$1.00 

Attorney  Training  Fund 

Sheriffs'  Fee 

$75.00 

County 

Sheriffs'  Retirement  Fund 

surcharge  (except  21st  Circuit) 

$3.00 

Sheriiis  Retirement  Fund 

Spinal  Cord  Injury  Fund 
surcharge 

<b  /->  r\r\ 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$279.50 

Misdemeanor  Case  Costs 

Basic  Civil  Legal  Services 

State  of  Missouri  -  Basic  Civil  Legal 

Fund  surcharge 

$8.00 

Services  Fund 

Clerk  Fee 

ch  1  c  r\r\ 

$15.00 

$12  State  of  Missouri  /  $3  County 

County  Fee 

$25.00 

County 

State  of  Missouri  -  Court  Automation 

Court  Automation  Fund  Fee 

$7.00 

Fund 

Crime  Victims'  Compensation 

State  of  Missouri  -  Crime  Victims' 

Fund  surcharge 

$7.50 

Compensation  Fund 

DNA  Profiling  Analysis  Fund 

State  of  Missouri  -  DNA  Profiling 

surcharge 

$15.00 

Analysis  Fund 

Brain  Injury  Fund  surcharge 

$2.00 

State  of  Missouri  -  Brain  Injury  Fund 

Independent  Living  Center 
Fund  surcharge 

$1.00 

State  of  Missouri  -  Independent  Living 
Center  Fund 

Motorcycle  Safety  Trust  Fund 

surcharge 

$1.00 

State  of  Missouri  -  Motorcycle  Safety 
Trust  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Prosecuting  Attorney  and 
Circuit  Attorneys'  Retirement 
Fund 

$4.00 

Pros.  Attorney  Retirement  Fund 

Prosecuting  Attorney  Training 
Fund  surcharge 

$1.00 

$0.50  State  of  Missouri  /  $0.50  County 

Sheriffs'  fee 

$10.00 

County 

Sheriffs'  Retirement  Fund 
surcharge  (except  21st  Circuit) 

$3.00 

Sheriiis  Retirement  fund 

Spinal  Cord  hijury  Fund 
Surcharge 

$2.00 

State  of  Missouri  -  Spinal  Cord  Injury 
Fund 

Total 

$102.50 

Municipal  Case  (Filed  in 
Associate  Division)  Costs 

Clerk  Fee 

$15.00 

$12  State  of  Missouri  /  $3  County 

Court  Automation  Fund  Fee 

$7.00 

State  of  Missouri  -  Court  Automation 
Fund 

Crime  Victims'  Compensation 
Fund  surcharge 

$7.50 

State  of  Missouri  -  Crime  Victims' 
Compensation  Fund 

Peace  Officer  Standards  and 
Training  (POST)  Commission 
surcharge 

$1.00 

State  of  Missouri  -  Peace  Officer 
Standards  &  Training  Fund 

Sheriffs'  Retirement  Fund 
surcharge 

$3.00 

Sheriffs'  Retirement  Fund 

Total 

$33.50 

Criminal  Costs  Not  Included 
Above 

Drug  Testing  by  a  State  Lab 

$150.00 

State  of  Missouri 

Drug  Testing  by  a  Private  Lab 

Actual  Costs 

County  Reimbursement 

Law  Enforcement  Arrest 

Costs: 

Highway  Patrol 

Amt.  Approved  by  the  Court 

Local  (County) 

Amt.  Approved  by  the  Court 

Municipal 

Amt.  Approved  by  the  Court 

The  decrease  in  the  court  fees,  depending  on  the  number  of  cases,  will  result  in  an 
unknown  loss  to  the  courts. 


We  also  assume  there  will  be  an  unknown  decrease  in  caseload  for  the  courts  because  the 
courts  will  no  longer  process  these  cases;  however,  at  this  time  we  are  unable  to  calculate 
the  decrease. 

Any  significant  increase  or  decrease  will  be  reflected  in  future  budget  requests. 

Officials  from  the  Missouri  Senate  indicated  the  proposed  legislation  has  no  impact  to 
their  agency  beyond  existing  appropriations. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  Xn,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

This  petition  includes  a  provision  requiring  an  agency  to  submit  rules  and  regulations  to 
implement  certain  requirements.  The  fiscal  impact  for  this  fiscal  note  to  the  Secretary  of 
State's  office  for  Administrative  Rules  is  less  than  $2,500. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  have  some  impact  on  the  State  Public  Defender  System.  In  Fiscal  Year  2013  the 
State  Public  Defender  provided  representation  in  an  estimated  3,315  marijuana  cases.  The 
Missouri  State  Public  Defender  System  is  currently  providing  legal  representation  in 
caseloads  in  excess  of  any  recognized  standards.  Removing  these  cases  would  assist 


public  defenders  by  providing  some  caseload  relief,  moving  toward  more  recognized 
standards. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Jefferson  indicated  there  is  not  expected  to  be  any  fiscal 
impact  to  their  city,  as  a  result  of  this  initiative  petition. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  increase 
in  sales  tax  revenues  or  the  increase  in  costs  that  this  initiative  petition  would  generate. 
Their  city  would  incur  substantial  administrative  costs  in  expunging  and  destroying 
thousands  of  conviction  records  for  marijuana-related  offenses.  Additionally,  it  is 
anticipated  that  their  municipal  court  would  be  clogged  significantly  with  applications  for 
expungement.  There  would  be  no  savings. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Health 
and  Senior  Services,  the  Department  of  Transportation,  Adair  County,  Boone 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene 
County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St.  Louis 
County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City 
of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of 
Raymore  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the 
City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  Metropolitan  Community  College,  University  of  Missouri, 
and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  expects  $1  miUion  in  startup  costs  and  annual  operating  costs  starting 
at  $4.8  million,  possibly  offset  by  unknown  savings  in  the  criminal  justice  system. 
Legislative  and  agency  actions  will  impact  potential  increased  state  revenue.  The  annual 
revenue  increase  could  possibly  exceed  $217  million.  The  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-127) 


Subject 

Initiative  petition  from  Khristine  Heisinger  regarding  a  proposed  statutory  amendment  to 
Chapter  149.  (Received  March  11,  2014) 

Date 

March  31,  2014 
Description 

This  proposal  would  amend  Chapter  149,  RSMo. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 

Charles  A.  Arnold  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated: 

The  proposal  would  artificially  deem  the  payment  of  a  new  tax  as  compliance  with  the 
state's  tobacco  escrow  laws.  However,  while  such  taxes  would  be  deemed  compliance 
with  state  law,  it  would  not  be  deemed  compliance  with  certain  conditions  of  the  Tobacco 
Master  Settlement  Agreement  (MSA).  The  MSA  is  a  contractual  agreement  between  the 
state  and  certain  tobacco  product  manufacturers,  the  terms  of  which  cannot  be  altered  or 
avoided  by  statute.  Accordingly,  the  result  of  the  proposal  would  be  that  certain  tobacco 
product  manufacturers  would  be  deemed  in  compliance  with  state  law  even  though  they 
had  not  in  fact  complied  with  state  law. 

Because  certain  tobacco  product  manufacturers  would  be  able  to  avoid  actual  compliance 
with  existing  state  laws,  the  state  would  be  powerless  to  diligently  enforce  its  existing 
state  laws  on  this  subject,  which  enforcement  is  necessary  to  avoid  a  substantial  reduction 
in  annual  MSA  payments  known  as  the  "NPM  adjustment."  Although  it  is  impossible  to 
predict  with  precision  the  exact  amount  of  future  NPM  adjustments,  it  could  be  up  to  the 
full  amount  of  Missouri's  annual  MSA  payment  (approximately  $130  million  annually  at 
present).  However,  as  disputes  over  annual  NPM  adjustments  are  presently  being 
resolved  several  years  in  arrears,  NPM  adjustments  incurred  in  the  current  and 
immediately  upcoming  fiscal  years  may  not  actually  be  realized  until  several  years  into 
the  future. 

In  sum,  the  proposal  would  result  in  a  substantial  loss  of  state  revenue,  in  perpetuity,  in 
the  form  of  either  a  substantial  reduction  or  possible  elimination  of  the  state's  annual 
MSA  payments,  though  the  precise  amount  of  loss  and  the  exact  fiscal  year  in  which  such 
loss  would  first  be  realized  cannot  be  accurately  predicted  at  this  time 

As  noted,  the  proposal  would  change  the  manner  in  which  tobacco  manufacturers  can 
comply  with  certain  state  laws,  but  would  not  eliminate  the  existing  requirements  nor  the 
AGO's  obligation  to  enforce  them.  Moreover,  the  proposal  would  not  adjust  any  of  the 
AGO's  other  duties  and  obligations  under  the  MSA  or  related  state  laws.  Accordingly,  the 
AGO  would  not  realize  any  savings  from  the  proposal  but  assumes  that  any  increased  costs 
for  the  AGO  associated  with  the  proposal  could  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 


Tobacco  Master  Settlement  Agreement 

FY  2014  estimated  allocations  of  revenues  from  the  Tobacco  Master  Settlement  Agreement 
are  summarized  below: 


Estimated  Tobacco  Master  Settlement  Agreement  $59,800,000 
Allocations 

Life  Science  Research  $15,000,000 

ECDEC  $35,000,000 

HFTR  $9,800,000 


$59,800,000 


The  $35  million  portion  allocated  to  ECDEC  (Early  Childhood  Development  Education 
and  Care  Fund)  is  further  allocated  to  DESE  and  the  Dept  of  Social  Services. 

As  indicated  in  the  chart  below,  DESE  uses  these  funds  for  First  Steps,  PAT,  MPP, 
and  Early  Childhood  Special  Education.  Any  decrease  in  funding  to  the  master  settlement 
agreement  will  likely  result  in  a  reduction  to  these  programs. 

FY  2014 


First  Steps  $578,644 

Foundation  -  Parents  as  Teachers  $5,000,000 

Foundation  -  Early  Childhood  Spec.  Ed  $7,412,900 

MPP  $11,754,429 


$24,745,973 

Tobacco  Tax  Revenues 

A  query  of  SAM  n  revealed  the  following  revenues  from  the  cigarette  tax  revenue  code 
(1057): 

FY  2014 


Health  Initiatives  Fund  $20,432,467 

State  School  Moneys  Fund  $45,973,05 1 

Fair  Share  Fund  $20,432,467 

St.  Louis  County  Cigarette  Tax  $3,155,725 

Jackson  County  Cigarette  Tax  $2,3 1 6,945 


$92,310,655 


Specific  to  DESE's  budget  are  the  revenues  in  the  State  School  Moneys  fund  and  the  Fair 
Share  fund  totaling  $66,405,518. 


This  proposal  will  likely  have  an  impact  on  these  revenues;  however,  the  officials  said  they 
have  no  means  to  calculate  such  impact.  They  deferred  to  another  agency  regarding  the 
extent  of  any  impact  to  tobacco  tax  revenues  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  to  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  the  proposal  will  have  no  fiscal 
impact  on  the  department,  but  it  will  impact  state  revenues. 

Based  upon  information  reported  for  2013,  there  were  10.29  million  sticks  of  cigarettes 
stamped  for  sale  in  Missouri.  Imposing  an  additional  tax  of  $0,015  per  stick  would 
generate  $154  million  annually.  The  department  cannot  provide  an  estimate  for  the 
amount  of  revenue  that  would  be  generated  on  RoU-Your-Own  as  the  tax  is  imposed  on 
the  manufacturers  invoice  price  and  this  information  is  not  tracked. 

Although  the  tax  established  within  this  petition  will  increase  revenues,  the  state  may  lose 
by  as  much  as  $135  million  annually  if  it  can  no  longer  comply  with  the  terms  of  the 
Master  Settlement  Agreement. 

The  petition  increases  state  revenue.  However,  the  increased  tax  may  reduce  sales, 
eventually  reducing  revenues.  The  state  may  also  lose  revenues  that  would  have  been 
received  from  the  Master  Settlement  Agreement. 

The  petition  proposes  a  tax  on  the  sale  of  cigarettes  and  roU-your-own  (RYO)  tobacco 
equal  to  one  and  one-half  cents  per  cigarette  and  10.25  percent  of  the  manufacturer's 
invoice  prices  on  the  RYO  tobacco  products.  However,  as  a  result  of  this  petition,  the 
state  may  not  be  in  compliance  with  the  Master  Settlement  Agreement,  which  may  result 
in  a  loss  of  revenues  up  to  $135  million  annually. 


Administrative  Impact: 

Currently,  tobacco  product  manufacturers  must  comply  with  the  Master  Settlement 
Agreement,  under  which  they  are  required  to  become  a  participating  manufacturer  (PM) 
and  perform  financial  obligations  under  the  Master  Settlement  Agreement  or  place  funds 
in  an  escrow  account  based  upon  units  sold  in  the  state.  Under  sections  196.1020  to 
196.1035,  PM's  are  required  to  certify  their  brands  each  year  to  the  department  in  order 
to  be  placed  in  the  state  tobacco  directory. 

RYO  tobacco  is  taxed  in  the  same  manner  as  other  tobacco  products  at  10  percent  of 

manufacturers  invoice  price  before  discounts  and  deals.  The  additional  tax  being 
imposed  only  applies  to  RYO  tobacco.  This  will  require  new  reporting  forms  and 
schedules  to  separate  RYO  tobacco  from  other  tobacco  products. 

Notification  of  the  tax  increase  and  changes  to  the  reporting  of  RYO  tobacco  will  need  to 
be  sent  to  250  licensed  cigarette  and  other  tobacco  product  wholesalers. 

The  additional  tax  being  imposed  on  cigarettes  will  require  changes  to  the  decal  ordering 
form,  minor  changes  to  the  accounting  system  and  changes  to  the  cashiering  procedures. 

NPMs  making  escrow  deposits  on  April  15,  2014  for  2013  sales  are  expected  to  place  an 
amount  based  upon  $0.0299790  a  stick  into  escrow. 

Comments: 

If  the  initiative  petition  becomes  law,  Non  Participating  Manufacturers  (NPM)  would  not 
be  required  to  make  the  escrow  payments  required  by  the  Master  Settlement  Agreement. 
This  would  mean  the  state  would  not  comply  with  the  terms  of  the  agreement  which 
likely  would  result  in  the  potential  loss  of  the  settlement  payments  from  Participating 
Members. 

Subsection  149.018.1  provides  that  a  tobacco  product  manufacturer  shall  have  been 
deemed  to  meet  all  the  Chapter  196  requirements  for  cigarettes  &  RoU-Your-Own  (RYO) 
tobacco  when  the  additional  tax  of  $0,015  per  cigarette  (30  cents  per  pack  of  20)  or  the 
additional  tax  of  10.25%  on  RYO  tobacco  is  levied  upon  the  sale. 

The  department  assumes  this  means  that  an  additional  tax  will  be  imposed  upon  all 
cigarettes  &  RYO  tobacco  and  therefore  all  tobacco  product  manufacturers  shall  be 
deemed  to  meet  the  requirements  of  196.1003  and  196.1020  to  196.1035  without  having 
to  either  place  funds  into  escrow  or  making  payments  under  the  agreement  Participating 
Manufacturers  (PM),  will  not  have  to  annually  certify  their  brands. 

If  PM's  were  required  to  make  payments  under  the  Agreement,  the  initiative  petition 
would  still  put  the  PM's  at  a  disadvantage  compared  to  non-participating  manufacturers 
(NPM)  because  both  PM  and  NPM  cigarettes  would  have  the  additional  tax  on  them. 


Unless  section  196.1023  is  repealed,  the  department  will  still  be  required  to  maintain  the 
tobacco  directory.  Thus,  the  department  would  still  need  the  ability  to  require  tobacco 
manufacturers  to  provide  a  list  of  their  brands  each  year.  The  department  suggests 
language  be  added  that  would  require  the  filing  of  brand  reports  by  tobacco  product 
manufacturers  or  add  language  to  149.018  so  the  director  may  promulgate  rules  for 
administration  of  this  section. 

Subsection  149.018.2  imposes  the  additional  tax  on  cigarettes  &  RYO  tobacco  but  does 
not  designate  where  the  funds  are  to  be  deposited.   Subsection  3  does  state  that  the 

additional  tax  is  to  be  collected  in  the  same  manner  as  the  current  taxes  imposed  under 
Chapter  149,  however  the  current  cigarette  taxes  are  deposited  into  three  separate  funds 
by  statute  (Health  Initiatives,  Fair  Share  and  the  State  School  Moneys  Fund)  and  the  tax 
on  RYO  tobacco  is  deposited  into  the  Health  Initiatives  Fund  by  statute.  Clarification  is 
needed  on  where  the  additional  revenue  being  imposed  is  to  be  deposited. 

Subsection  149.018.3  requires  the  additional  taxes  be  collected  in  the  same  manner  as  the 
current  tax  imposed  upon  the  sale  of  cigarettes  &  RYO  tobacco.  The  department  assumes 
this  would  then  include  any  allowances  currently  allowed  as  well  as  refunds. 

If  the  tax  being  imposed  applies  to  current  inventories  of  stamped  cigarettes  and  un- 
affixed  stamps,  then  the  current  stamps  may  be  used.  However,  this  would  require 
language  providing  for  a  floor  stocks  tax. 

New  stamps  would  be  required  to  be  designed  and  purchased.  Because  cigarette  stamps 
for  the  entire  fiscal  year  are  purchased  prior  to  beginning  of  a  fiscal  year,  there  may  not 
be  adequate  funds  budgeted  for  the  purchase  of  additional  stamps.  This  legislation  is  to 
be  put  to  a  vote  of  the  people  on  Nov  4,  2014  and  would  become  effective  upon 
certification  of  the  votes  cast.  If  new  stamps  are  needed,  there  may  not  be  sufficient  time 
to  obtain  them  prior  to  the  probable  effective  date  of  January  1,  2015. 

Please  note  this  does  not  include  retailers.  The  department  is  not  sure  how  all  retailers 
would  be  reached  as  they  are  not  required  to  be  licensed.  The  department  recommends 
that  the  following  language  be  added: 

Each  licensed  wholesaler  shall  make  a  final  actual  inventory  of  all  stamped 
cigarettes  and  all  unapplied  stamps  in  the  licensee's  possession.  This  final  actual 
inventory  shall  be  taken  at  the  end  of  the  day  prior  to  the  effective  date  of  the  tax 
increase  and  shall  be  certified  to  the  department  within  10  days.  The  director  shall 
discontinue  selling  stamps  to  any  licensee  that  fails  to  certify  the  actual  inventory 
within  the  10-day  period  and  will  resume  selling  when  the  certification  is 
received. 

The  increased  tax  amount  shall  apply  to  the  final  actual  inventory  and  payment  of 
the  additional  amount  shall  be  paid  within  sixty  days  of  the  effective  date  of  the 
tax  increase.  The  director  shall  discontinue  selling  stamps  to  any  licensee  that 


fails  to  remit  the  additional  amount  due  within  the  60-day  period  and  shall  assess 
the  licensee  for  the  additional  tax  due. 

The  increased  tax  amount  shall  apply  to  all  stamps  sold  by  the  department 
beginning  on  the  effective  date  of  the  new  tax  increase. 

For  a  period  up  to  six  months  prior  to  the  effective  date  of  a  tax  increase,  each 
licensee  shall  not  be  allowed  to  purchase  stamps  in  an  amount  greater  than  110 
percent  of  the  amount  that  was  purchased  during  the  same  period  during  the 
previous  year. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  the  department.  Since  the  budget  of  any  state  agency  is  dependent  upon  the 

appropriations  process,  the  department  cannot  predict  whether  the  department  might  be 
affected  if  this  proposal  were  to  result  in  a  change  in  the  total  amount  of  General  Revenue 
available  to  fund  state  government. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  House  of  Representatives  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

This  proposal  creates,  upon  voter  approval,  additional  taxes  on  cigarettes  and  roU-your- 
own  tobacco  products.  IP  14-127  lets  tobacco  product  manufacturers  meet  the 
requirements  of  the  Master  Settlement  Agreement  (MSA)  through  paying  increased  sales 
taxes.  IP  14-128  allows  tobacco  product  manufacturers  the  choice  of  paying  increased 
sales  taxes  on  tobacco  products  or  paying  the  required  amounts  into  the  MSA.  IP  14-129 
eliminates  the  MSA  and  increases  the  tax  on  tobacco  products.  Below  are  estimates  of 
the  increased  revenue  to  the  state  from  the  increased  tax  on  tobacco  products. 

The  MSA  has  provided  the  following  revenue  to  the  state  by  year  over  the  last  three 
years:  FY  2011-$132.6M,  FY  2012-$135.2M,  FY  2013-$135.2M.  The  estimate  of 
revenues  from  the  MSA  in  FY  2014  is  $59. 8M.  Funds  from  the  MSA  are  used  to  support 
the  Early  Childhood  Development  and  Education  Fund,  the  Life  Sciences  Research  Trust 
Fund  and  the  Healthy  Families  Trust  Fund. 

There  should  be  no  cost  to  the  Office  of  Administration. 

Budget  &  Planning  (BAP)  provides  these  estimates: 


Cigarette  Tax  (all  versions) 

The  proposals  create  an  additional  cigarette  tax  of  $0.30  per  pack  of  twenty.  BAP  notes 
that  cigarette  tax  revenues  in  FY13,  at  $0.17  per  pack  of  twenty,  totaled  just  over 
$86.8M.  If  the  number  of  packs  sold  remains  constant,  this  would  generate  over  $153M 
in  additional  revenues.  However  it  is  likely  the  additional  tax  would  reduce  the  number  of 
units  sold.  BAP  estimates  this  additional  tax  would  generate  $141.2M  of  revenues. 

Tax  on  Roll- Your-Own  Tobacco  Products 

These  proposals  create  an  additional  tax  of  10.25%  of  the  invoice  price  on  Roll- Your- 
Own  Tobacco  products.  While  these  products  are  currently  taxed  as  an  "Other  Tobacco 
Product,"  BAP  does  not  have  data  on  what  portion  of  "Other"  products  may  be  subject  to 
additional  tax  under  this  proposal.  BAP  notes  that  "Other  Tobacco  Product"  revenues  in 
FY13,  at  10%  of  the  invoice  price,  totaled  just  under  $16.9M. 

These  proposals  amend  Chapter  149.  BAP  assumes  the  new  revenues  above  would  be 
deposited  to  the  credit  of  the  State  Schools  Money  Fund,  pursuant  to  RSMo.  149.065. 

BAP  also  notes  this  proposal  may  make  changes  to  Missouri's  participation  in  the  Master 
Settlement  Agreement.  The  Attorney  General  may  be  able  to  provide  additional 
information  on  this  issue. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  the  State  Public  Defender  System  other  than  if 
revenues  are  significantly  changed. 


Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  they  cannot  detennine  the  fiscal  impact  of  this 
initiative. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  fiscal 
impact  of  the  initiative  petition. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Charles  A.  Arnold  provided  the  following  information  as  a  proponent  of  this  initiative 
petition. 


Initiative  Petitions  2014-127;  2014-129 


Subject 

Initiative  petition  2014-127  and  2014-129  from  Khristine  Heisinger  regarding  a 
proposed  statutory  amendment  to  Chapter  149,  Tobacco  Excise  Tax. 

Date 

March  17,2014 
Description 

This  proposal  would  amend  Chapter  149  of  the  Missouri  revised  statutes. 
The  amendment  is  to  be  voted  on  in  November  2014. 
The  amendment  would  be  effective  January  1,  2015 
Assumptions 

The  petitions  propose  to  increase  the  current  excise  tax  paid  on  all  cigarettes  sold  in 
Missouri  by  .015-cents  per  cigarette  (30-cents  per  pack  of  20  cigarettes).  The  petitions  also 
impose  a  tax  on  the  manufacturers  invoice  price,  before  discounts  and  deals,  of  .1025%  on 
roU-your-own  tobacco. 

The  average  price  of  a  pack  of  20-cigarettes  in  Missouri  is  $4.30  per  pack  (including 
the  current  $.17  per  pack  cigarette  excise  tax)'. 

The  proposed  increase  will  result  in  an  approximate  7%  increase  in  the  average 
price  of  a  pack  of  20-cigarettes  sold  in  the  state,  causing  a  slight  downward  adjustment  in 
total  annual  cigarette  pack  sales  of  approximately  2.8%.^ 

According  to  information  submitted  by  the  Missouri  Department  of  Revenue  in 
response  to  Auditors  information  request  on  note  14-099,  there  were  536.5  million  packs 
of  cigarettes  sold  in  the  state  of  Missouri  during  2012. 

it  is  assumed  that  wholesalers  licensed  by  the  Missouri  Department  of  Revenue  will 
receive  the  3  percent  discount  established  in  Chapter  149,  RSMo. 

The  proposed  change  in  compliance  standards  could  result  in  a  reduction  of 
"between  21%  and  100%  of  the  $130  million  Tobacco  Settlement  payment"  ^  that  Missouri 
receives  annually.  Missouri  was  recently  deemed  non-compliant  by  a  national  arbitration 
panel  for  calendar  year  2003  over  an  NPM  Adjustment  dispute.  The  result  of  that  decision 
is  an  approximate  $70  million  reduction  in  the  states  $130  million  annual  tobacco 
settlement  payment  for  2014. 


'  "The  Tax  Burden  on  Tobacco,  Vol.  46",  Page  186. 

2  "TobaccoFrecKids.org  Facts  Sheet  0281".  Page  1,  Paragraph  2 

^  Missouri  Attorney  General  Chris  Koster  letter  to  Senator  Kurt  Schaefer,  January  9, 2013.  Page  1, 
Paragraph  2. 


'Table  1-  Calculation  of  the  downward  sales  adjustment  due  to  the  tax  increase 

Total  packs  sold  in  Missouri  2012  536,500,000 


Downward  adjustment  due  to  tax  increase  (2.8%  sales  reduction)  -15,022,000 


Total  packs  sold  after  downward  adjustment  applied  521,478,000 


Table  2-  Calculation  of  total  new  revenues  derived  from  the  new 

tax 

Total  packs  sold  after  downward  adjustment  applied 

521,478,000 

Additional  excise  tax  per  pack  of  20-cigarettes  (30-cents  per  pack} 

X  .30 

Total  new  revenues  (gross)  derived  from  the  additional  excise  tax 

$ 

156,443,400.00 

;  Table  3-  Calculation  of  adjustments  to  new  revenues  derived  from  the  new  tax 


Total  new  revenues  (gross)  derived  from  the  additional  excise  tax 

$  156,443,400.00 

Less:  3%  tax  stamping  allowance  per  Chapter  149 

-$  4,693,302.00 

Net  New  Revenue 

$  151,750,098.00 

Summary 

The  additional  tax  proposed  by  initiative  petitions  2014-127  and  2014-129  will 
generate  approximately  $151.8  million  in  net  new  cigarette  excise  tax  revenue  annually. 

However,  if  tobacco  settlement  payment  reductions  due  to  the  compliance  change 
contemplated  by  these  petitions  are  applied  to  future  tobacco  settlement  payments,  net 
new  cigarette  excise  tax  revenues  could  be  affected  periodically. 

If  the  maximum  reduction  for  a  non-compliant  determination  is  applied,  such  a 
reduction  could  result  in  no  more  than  100%  of  the  states  annual  tobacco  settlement 
payment  of  $130million  in  any  given  year. 

Thus,  the  net  affect  on  new  cigarette  excise  tax  revenues  generated  by  these 
proposals  in  years  where  a  tobacco  settlement  payment  reduction  is  applied  produces  a 
range  of  between  $21.8million  to  $151.8million  in  new  cigarette  excise  tax  revenues. 


Attorney  Generax  of  Missotjhi 


Jefferson  City 

CHRIS  KOSTEH  p.Q.  BoX  809 

ATTOHNKYOENHRAL  65102  (673)  7B1-Uaai 


January  9,  2013 

The  Honorable  Kurt  Schaefer 
State  Senator,  District  19 
State  Capitol,  Room  221 
Jefferson  City,  Missouri  65101 


RE:    Notice  of  Possible  Revenue  Reduction  Due  to  Arbitration  of  2003 

Master  Settlement  Agreement  (Tobacco  Settlement)  Payment  Dispute 

Dear  Senator  Schaefer: 

For  many  years  now,  Governor  Nixon  and  I  have  warned  the  General 
Assembly  in  writing  about  the  need  to  enact  two  new  pieces  of  legislation  to 
close  the  loopholes  in  Missouri's  Tobacco  Settlement  Agreement  Act.  One  of 
those  laws  required  eight  years  to  pass  (leaving  Missouri  unprotected  during 
a  critical  period  now  in  arbitration).  The  other  has  never  been  passed 
(making  Missouri  the  only  State  in  the  nation  to  have  made  such  a  poUcy 
determination). 

Today,  as  counsel  for  the  State,  I  am  alerting  you  to  the  potential 
consequences  of  inaction  by  your  predecessors  in  the  General  Assembly.  Due 
to  Missouri's  delay  or  failure  to  pass  these  two  key  pieces  of  legislation,  there 
is  now  an  even  chance  that  Misvsouri  will  forfeit  between  21%  and  100%  of  the 
$130  million  Tobacco  Settlement  payment  the  State  previously  received  for 
calendar  year  2003.  To  repay  that  obligation,  any  forfeiture  will  be 
automatically  deducted  from  the  $130  million  (projected)  Tobacco  Settlement 
payment  Missouri  anticipates  receiving  in  April  2014.  The  purpose  of  this 
letter  is  to  bring  this  serious  risk  to  Missouri's  FY  2014  consensus  revenue 
estimate  to  your  attention. 


www.ago.mo.gov 


The  Honorable  Kurt  Schaefer 
Page  2 

In  1998,  Missouri  and  45  other  States  signed  the  Master  Settlement 
Agreement  (Tobacco  Settlement)  with  several  tobacco  companies,  known  as 
"Participating  Manufacturers."  The  States  agreed  to  dismiss  their  pending 
lawsuits  against  the  Participating  Manufacturers  for  the  healthcare  costs 
associated  with  tobacco  in  exchange  for  perpetual  payments  from  the 
Participating  Manufacturers  in  excess  of  $6  billion  per  year,  2.27%  of  which 
(approximately  $130  million  per  year)  is  allocated  to  Missouri. 

As  part  of  the  Tobacco  Settlement,  every  State  agreed  to  enact  a  model 
escrow  statute  requiring  Non- Participating  Manufactiarers — cigarette 
manufactvirers  that  did  not  sign  the  Tobacco  Settlement — to  make  annual 
escrow  deposits  roughly  proportional  to  the  Participating  Manufacturers' 
annual  Tobacco  Settlement  payments.  The  escrow  statute  served  two 
purposes:  it  required  Non-Participating  Manufacturers  to  set  aside  sufficient 
funds  to  satisfy  any  future  judgments  the  States  might  someday  obtain 
against  them,  and  it  furthered  the  pubUc  health  goals  of  the  Tobacco 
Settlement  by  denying  Non-Participating  Manufacturers  a  market  advantage 
over  the  Participating  Manufacturers.  The  States  further  agreed  to  give  the 
Participating  Manufactxirers  a  treble  credit  for  any  market  share  they  lost  to 
the  Non-Participating  Manufacturers  should  the  States  fail  to  "diligently 
enforce"  their  escrow  statutes. 

After  the  Tobacco  Settlement  was  signed,  Missouri  and  the  other  States 
identified  several  loopholes  in  the  model  escrow  statute  that  made 
enforcement  difficult.  For  example,  more  than  half  of  the  Non-Participating 
Manufacturers'  cigarettes  sold  in  Missouri  in  2003  were  manufactured  by 
Native  American  tribes  or  foreign  (offshore)  companies  that  failed  to  make 
the  necessary  escrow  deposits.  States  were  unable  to  force  tribal 
manufacturers  to  deposit  the  escrow  they  owed  because  Native  American 
tribes  are  entitled  to  sovereign  immunity  in  the  nation's  courts,  including 
those  in  Missouri.  Nor  were  States  able  to  ensure  the  necessary  deposits  from 
offshore  manufacturers  due  to  the  extraordinary  difficulty  in  obtaining 
service  of  legal  process  outside  the  borders  of  the  United  States. 

Working  with  the  Participating  Manufacturers,  the  States  proposed  a 
series  of  legislative  solutions  to  these  common  enforcement  problems.  The 
first  of  these  solutions,  called  "Complementary  Legislation,"  required  any 
Non-Participating  Manufactxirer  selling  cigarettes  into  the  adopting  State  to 
have  a  registered  agent  in  the  State  to  receive  service  of  process.  It  also 
allowed  the  adopting  State  to  maintain  a  directory  of  Non-Participating 
Manufacturers  that  made  the  necessary  escrow  deposits  and,  more 
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importantly,  to  ban  all  other  Non-Participating  Manufacturers  from  that 
State's  markets. 

Then-Attorney  General  Nixon  first  proposed  Complementary 
Legislation  to  the  Missouri  General  Assembly  in  2002,  and  subsequently 
proposed  the  same  legislation  every  year  thereafter.  Despite  those  persistent 
requests,  Missouri  did  not  enact  Complementary  Legislation  until  2010. 
Missouri  was  the  last  State  in  the  country  to  pass  this  legislation,  by  many 
years. 

The  second  legislative  solution,  called  "Allocable  Share  Release  (ASR) 
Repeal,"  prevented  Non- Participating  Manufacturers  from  avoiding  their  full 
escrow  obligations  by  concentrating  their  sales  in  only  a  few  States.  ASR 
Repeal  was  first  proposed  to  our  General  Assembly  by  then-Attorney  General 
Nixon  in  2002  and  every  year  thereafter  until  he  became  Governor.  Since  I 
assumed  the  Office  of  Attorney  General,  I  too  have  implored  the  General 
Assembly  to  pass  ASR  Repeal  in  each  of  the  last  four  years.  Despite  the 
persistent  pleas  of  two  Attorneys  General  over  ten  years,  Missouri  remains 
the  only  State  in  the  nation  not  to  enact  ASR  Repeal. 

Missouri  is  now  engaged  in  a  nationwide  arbitration  between  more 
than  20  Participating  Manufacturers  and  46  States  to  determine  whether  the 
Participating  Manufacturers  are  entitled  to  treble  damages  for  their  market 
share  loss  in  calendar  year  2003.  The  attorneys  in  my  office  have  worked 
aggressively  for  more  than  two  years  to  prevent  Missouri  from  having  to  pay 
any  part  of  these  damages,  presenting  Missouri's  best  defense  before  three 
federal  judges  empanelled  to  decide  the  arbitration.  However,  past  General 
Assemblies'  delay  in  passing  Complementary  Legislation  and  their  decision 
not  to  pass  ASR  repeal  have  significantly  hindered  Missouri's  defense  and 
made  it  all  but  impossible  for  Missouri  to  reach  a  settlement  with  the 
Participating  Manufacturers. 

If  the  Missouri  General  Assembly  had  acted  to  pass  Complementary 
Legislation  when  then-Attorney  General  Nixon  first  proposed  it,  Missouri 
would  have  been  able  to  obtain  service  of  process  on  foreign  Non- 
Participating  Manufacturers  that,  under  the  terms  of  the  legislation,  would 
have  been  forced  to  identify  a  registered  agent  within  the  borders  of  our 
State.  Complementary  Legislation  would  also  have  banned  sales  by  Native 
American  Non-Participating  Manufacturers  that  failed  to  deposit  the 
required  escrow.  Both  of  these  enforcement  issues  are  central  to  the  case 
presently  before  the  arbitration  panel. 
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A  number  of  States  have  negotiated  a  potential  settlement  of  the 
Participating  Manufacturers'  claims  for  market  share  losses  from  2003 
through  2012.  Unfortunately  for  Missouri,  the  passage  of  ASR  Repeal  is  a 
necessary  condition  of  the  proposed  settlement  agreement.  As  Missouri  is  the 
only  State  that  has  refused  to  pass  ASR  Repeal,  the  General  Assembly's 
policy  choice  effectivelj'  prevents  Missouri  from  joining  with  other  States  to 
settle  nine  years'  worth  of  potential  losses  with  the  Participating 
Manufacturers. 

Furthermore,  because  Missouri  was  unable  to  ensure  the  necessary 
escrow  deposits  by  foreign  and  tribal  manufacturers  in  calendar  year  2003 
due  to  prior  General  Assembhes'  decisions  not  to  enact  Complementary 
Legislation  until  2010,  and  because  we  cannot  settle  the  current  arbitration 
under  the  proposed  settlement  terms  in  the  absence  of  ASR  Repeal,  the 
Participating  Manufacturers'  claim  against  Missouri  to  recoup  part  or  all  of 
their  2003  Tobacco  Settlement  payment  will  go  to  verdict  sometime  next  fall. 

The  Office  of  Attorney  General  advised  your  predecessors  every  year  for 
the  last  decade  that  their  legislative  inaction  could  eventually  harm  the 
State.  While  we  hope  our  legal  defenses  will  be  successful,  we  estimate  an 
even  chance  that  the  arbitration  panel  will  fmd  Missouri  did  not  "diligently 
enforce"  its  escrow  statute  in  2003  because  the  State  lacked  the  enforcement 
tools  that  Complementary  Legislation  would  have  provided.  If  the  panel 
rules  against  Missouri,  this  State  will  forfeit  between  21%  and  100%  of  the 
$130  million  Tobacco  Settlement  payment  the  State  previously  received  for 
calendar  year  2003.  That  forfeiture  will  be  deducted  from  the  $130  million 
(projected)  payment  Missouri  anticipates  receiving  in  April  2014.  As  counsel 
for  the  State,  I  am  therefore  formally  putting  this  General  Assembly  on 
notice  of  that  possibility  and  advising  you  to  budget  accordingly. 


CHRIS  KOSTER 

Attorney  General 


cc:     Mike  Price,  House  Appropriations 

Adam  Koenigsfeld,  Senate  Appropriations 


STATE  CIGARETTE  TAX  INCREASES:  EXPLANATIONS  AND  SOURCES  FOR 
PROJECTIONS  OF  NEW  REVENUES  &  BENEFITS 

The  economic  model  developed  jointly  by  the  Campaign  for  Tobacco-Free  Kids  (TFK)  and  the  American 
Cancer  Society  Cancer  Action  Network  (ACS  CAN)  projects  the  increase  in  state  revenues,  public  health 
benefits,  and  health  care  cost  savings  resulting  from  increases  in  state  cigarette  tax  rates.  The 
projections  are  based  on  economic  modeling  by  Frank  Chaloupka,  Ph.D.,  and  John  Tauras,  Ph.D.,  at  the 
Institute  for  Health  Research  and  Policy  at  the  University  of  Illinois  at  Chicago  and  are  updated 
annually. 

The  projections  indicate  that  cigarette  tax  increases  boost  state  cigarette  tax  revenues  and  reduce 
smoking.  When  cigarette  tax  rates  are  increased  by  significant  amounts,  the  higher  amount  of  tax 
collected  per  pack  generates  more  new/  revenue  than  is  lost  from  the  decline  in  pack  sales  caused  by  a 
decline  in  consumption  or  increased  smoker  tax  avoidance  prompted  by  the  price  increase.  The 
projections  are  based,  in  part,  on  research  findings  that  a  10  percent  cigarette  price  increase,  if 
maintained  against  inflation,  reduces  youth  smoking  rates  by  6.5  percent  or  more,  adult  smoking 
prevalence  by  2  percent,  and  total  consumption  by  4  percent.^  ^  ^ 

The  projections  are  fiscally  conservative  because  they  include  generous  adjustments  for  lost  state  pack 
sales  and  the  corresponding  loss  of  state  revenue  caused  by  tax  avoidance  and  tax  evasion.  For  the 
purposes  of  our  modeling,  tax  avoidance  includes  informal  smuggling  by  individual  smokers,  such  as 
obtaining  lower-taxed  or  untaxed  cigarettes  either  legally  or  illegally  across  state  lines,  from  multistate 
internet  sellers,  from  tribal  vendors  not  subject  to  state  taxes,  or  from  other  sources.  Tax  evasion 
refers  to  organized  criminal  smuggling  activity."  Despite  such  practices,  cigarette  tax  increases 
generate  new  revenue  and  reduce  smoking  rates,  which,  in  turn,  reduce  smoking-caused  disease, 
deaths,  and  related  economic  costs. 


^  Chaloupka,  FJ,  "Macro-Social  Influences:  The  Effects  of  Prices  and  Tobacco  Control  Policies  on  the  Demand  for 
Tobacco  Products,"  Nicotine  &  Tobacco  Research,  1999,  and  other  price  studies  at  http://tiBBer.uic.edu/~fjc. 
^  Tauras,  J,  et  al.,  "Effects  of  Price  and  Access  Laws  on  Teenage  Smoking  Initiation:  A  National  Longitudinal 
Analysis,"  Bridging  the  Gap  Research,  ImpacTeen,  April  24,  2001,  and  other  price  studies  at 
http://wv>/w.impacteen.orB. 

'  Chaloupka,  FJ  &  Pacula,  R,  'The  Impact  of  Price  on  Youth  Tobacco  Use,"  Chapter  12  in  National  Cancer 
Institute,  Smoking  and  Tobacco  Control  Monograph  14,  Changing  Adolescent  Smoking  Prevalence,  November 
2001;  International  Agency  for  Research  on  Cancer  (lARC),  Effectiveness  of  Tax  and  Price  Policies  for  Tobacco 
Control,  lARC  Handbooks  of  Cancer  Prevention  in  Tobacco  Control,  Volume  14,  2011. 
"  Farrelly,  M,  et  al.,  "Cigarette  Smuggling  Revisited,"  U.S.  Centers  for  Disease  Control  &  Prevention  (CDC),  in 
press,  and  Farrelly,  M,  et  al..  State  Cigarette  Excise  Taxes:  Implications  for  Revenue  and  Tax  Evasion,  RTI 
International,  2003,  http://wwvtf.rti.org/pubs/8742  Excise  Taxes  FR  5-03.pdf. 
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Econometric  studies  indicate  that  cigarettes  and  other  tobacco  products  are  substitutes  for  one 
another,  meaning  if  cigarette  taxes/prices  are  increased  while  other  tobacco  product  taxes/prices 
remain  unchanged,  some  of  the  reductions  in  cigarette  smoking  would  be  offset  by  increases  in  the  use 
of  other  tobacco  products.^  Equalizing  the  tax  rates  on  other  tobacco  product  taxes  would  reduce  this 
potential  substitution,  as  well  as  reduce  the  use  of  other  tobacco  products,  while  at  the  same  time 
generate  additional  revenue. 

These  projections  incorporate  the  impact  of  annual  background  declines  of  2  percent  on  adult  and  future 
youth  smoking  prevalence  and  2.5  percent  on  pack  sales,  as  well  as  changing  pack  prices.  The 
background  decline  is  the  annual  reduction  in  cigarette  use  that  would  be  expected  to  occur  without  any 
changes  in  the  tax  rate  due  to  other  tobacco  control  policies,  changing  social  norms,  and  a  changing 
tobacco  product  landscape.  It  is  calculated  based  on  trends  in  recent  years  and  current  activity. 
Smoking  and  pack  sale  declines  in  any  particular  state  will  vary  depending  on  its  existing  smoking  rates, 
pack  prices,  and  other  tobacco  prevention,  cessation,  and  industry  activities.  To  be  even  more 
conservative,  the  projected  amounts  have  also  been  rounded  down. 

Despite  all  of  these  adjustments  to  avoid  over-estimates,  the  projections  still  show  that  measurable 
state  cigarette  tax  increases  will  both  significantly  reduce  smoking  levels  and  substantially  increase 
state  revenues.  The  increased  tax  per  pack  will  still  bring  in  more  new  state  revenue  than  is  lost  from 
the  decrease  in  the  number  of  packs  sold  caused  by  consumption  declines,  tax  avoidance,  and 
smuggling  resulting  from  the  tax  increase.  In  those  states  that  apply  their  sales  tax  percentage  to  the 
total  retail  price  of  a  pack  of  cigarettes  (including  the  state  cigarette  tax  amount),  a  cigarette  tax 
increase  will  raise  state  sales  tax  revenues  per  pack,  which  will  offset  sales  tax  revenue  losses  from 
fewer  packs  being  sold.  In  addition,  smokers  who  quit  or  cut  back  will  likely  spend  the  money  they 
previously  spent  on  cigarettes  largely  on  other  goods  on  which  sales  tax  is  collected,  which  further 
increases  state  sales  tax  revenues. 

These  projections  assume  that  the  tax  increase  is  fully  passed  on  to  the  consumer  in  higher  prices,  and 
keeps  up  with  inflation  over  time,  which  is  consistent  with  economic  research  on  the  impact  of 
cigarette  taxes  on  cigarette  prices.^ *  If  a  tax  increase  is  not  fully  passed  on  in  the  form  of  higher 
prices,  but  is  instead  partially  absorbed  by  the  industry,  then  the  reductions  in  smoking  and  its 
consequences  in  response  to  the  tax  increase  will  be  smaller,  while  the  revenues  generated  from  the 
tax  increase  will  be  larger.  Alternatively,  if  cigarette  companies  use  the  tax  increase  as  an  opportunity 
to  raise  net-of-tax  prices  and  the  tax  increase  is  more  than  passed  on,  then  the  reductions  in  smoking 
and  its  consequences  will  be  larger,  while  the  increase  in  revenues  will  be  smaller. 


*  Chaloupka,  FJ  &  Warner,  KE,  "The  Economics  of  Smoking,"  in  Culyer,  AJ  &  Newhouse,  JP,  eds.,  Haridbook  of 
Health  Economics,  Amsterdam:  North-Holland,  2000. 

^  U.S.  Department  of  Health  and  Human  Services  (HHS),  Reducing  Tobacco  Use:  A  Report  of  the  Surgeon  General, 
Atlanta:  HHS,  CDC,  National  Center  for  Chronic  Disease  Prevention  &  Health  Promotion,  Office  on  Smoking  and 
Health,  2000. 
'  Chaloupka,  et  al.,  2000. 

*  HHS,  Preventing  Tobacco  Use  Among  Youth  and  Young  Adults:  A  Report  of  the  Surgeon  General,  Atlanta:  HHS, 
CDC,  National  Center  for  Chronic  Disease  Prevention  &  Health  Promotion,  Office  on  Smoking  and  Health,  2012. 
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The  Starting  price  per  pack  (before  the  proposed  cigarette  tax  increase)  used  in  these  projections 
includes  all  federal  and  state  excise  and  sales  taxes  and,  where  applicable,  local  taxes  (i.e..  New  York 
City's  $1.50  per  pack  tax  is  factored  into  the  overall  New  York  State  price  per  pack).  The  prices  are 
based  on  data  from  The  Tax  Burden  on  Tobacco,  2012,^  reports  of  state  cigarette  tax  increases,  media 
reports  on  tobacco  company  price  changes,  the  USDA  Economic  Research  Service,  the  U.S.  Bureau  of 
Labor  Statistics  (for  inflation  adjustments),  and  the  U.S.  Federal  Trade  Commission's  Cigarette  Report 
for  2011^°  (to  adjust  prices  for  retailer-based  discounts,  promotions,  and  coupons).  The  projections 
assume  that  the  state  will  follow  standard  practice  and  apply  the  cigarette  tax  increase  to  all  previously 
tax-stamped  or  otherwise  tax-paid  cigarettes  held  in  inventory  by  wholesalers  or  retailers  on  the 
effective  date  of  the  increase.  Failing  to  tax  such  cigarettes  held  in  inventory  would  open  the  door  to 
massive  pre-increase  stockpiling  by  retailers  and  wholesalers  to  evade  the  increase,  delaying  and 
reducing  the  amount  of  new  state  revenues. 

The  projected  adult  and  youth  smoking  and  smoking-harmed  birth  declines,  and  related  mortality 
reductions  are  calculated  by  applying  the  above  findings  regarding  the  effects  of  tax  and  price  increases 
to  the  number  of  current  adult  smokers  in  each  state  and  to  estimates  of  the  number  of  youth  (under  18 
years  old)  alive  today  in  each  state  who  will  become  adult  smokers  and  the  number  projected  to  die 
from  smoking." 

The  projected  five-year  savings  from  fewer  smoking-caused  heart  attacks  and  strokes,  fewer  smoking- 
affected  pregnancies  and  related  birth  complications,  and  fewer  lung  cancer  cases  show  just  some  of  the 
many  substantial  savings  from  the  smoking  reductions  prompted  by  a  tax  increase  that  begin  to  accrue 
immediately.  The  projected  five-year  lung  cancer  cost  savings  as  a  result  of  adult  smokers  quitting  due 
to  the  tax  increase  takes  into  account  the  relative  risk  of  developing  lung  cancer  among  quitters  and  the 
number  of  lung  cancer  deaths  attributable  to  smoking. These  savings  will  increase  steadily  in 
subsequent  years.  The  projected  five-year  smoking-affected  pregnancy  and  birth  savings  accrue  from 
declines  in  smoking  among  pregnant  women  and  corresponding  reductions  in  smoking-caused  birth 


'  Orzechowski  and  Walker,  The  Tax  Burden  on  Tobacco,  2012,  47,  Arlington,  VA:  Orzechowski  and  Walker,  2013. 
*°  Federal  Trade  Commission,  Federal  Trade  Commission  Cigarette  Report  for  2011,  May  2013.  Available  at 
http://www.ftc.gov/repQrts/federal-trade-commission-cigarette-report-2011. 

CDC,  "Smoking  During  Pregnancy— United  States,  1990-2002,"  Morbidity  and  Mortality  Weekly  Report 
(MMWR)  53(39):911-915,  October  8,  2004,  http://www.cdc.gov/mmwr/PDF/wk/mm5339.pdf. 
"  CDC,  "Annual  Smoking-Attributable  Mortality,  Years  of  Potential  Life  Lost,  and  Economic  Costs— United  States 
1995-1999,"  MMWR  51(14):300-03,  April  11,  2002,  www.cdc.gov/mmwr/preview/mmwrhtml/mm5114a2.htm. 
"  CDC,  "Annual  Smoking-Attributable  Mortality,  Years  of  Potential  Life  Lost,  and  Economic  Costs— United  States 
2000-2004,"  MMWR  57(45):1226-1228,  November  14,  2008, 
http.7/www. cdc.gov/mmwr/preview/mmwrhtml/mm5745a3. htm. 

"  CDC,  "Projected  Smoking-Related  Deaths  Among  Youth— United  States,"  MMWR  45(44):971-974,  November 
11, 1996,  http://www.cdc.gov/mmwr/preview/mmwrhtml/00044348.htm,  for  data  on  relative  death  risks  of 
smokers,  nonsmokers,  and  former  smokers. 

"  Chang,  S,  et  al.,  "Estimating  the  cost  of  cancer:  results  on  the  basis  of  claims  data  analyses  for  cancer  patients 
diagnosed  with  seven  types  of  cancer  during  1999  to  2000,"  Journal  of  Clinical  Oncology  22{17):3524-30, 
September  2004. 

Khuder,  SA  &  Mutgi,  AB,  "Effect  of  smoking  cessation  on  major  histologic  types  of  lung  cancer,"  Chest 
120{5):1577-83,  November  2001. 
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complications  and  related  health  care  costs  for  the  children  in  their  first  year  or  life."  The  five-year 
heart  attack  and  stroke  savings  projections  show  the  estimated  reductions  in  smoking-caused  health 
care  expenditures  from  reduced  smoking-caused  heart  attacks  within  the  first  five  years  after  the  tax 
increase/* 

Because  of  research  and  data  limitations,  it  is  not  yet  possible  to  estimate  total  health  care  cost  savings 
in  each  year  following  a  cigarette  tax  increase,  or  even  to  provide  reasonable  estimates  of  the  total 
health  care  savings  over  the  first  five  or  ten  years.  Since  many  smoking-related  diseases  take  years  to 
develop,  smoking-caused  health  care  cost  savings  from  a  cigarette  tax  increase  will  be  relatively  small 
in  the  first  year  after  an  increase;  however,  they  grow  quickly.  The  projected  long-term  total  health 
care  cost  savings  from  reducing  the  number  of  future  youth  and  current  adult  smokers  accrue  over  the 
lifetimes  of  youth  (under  18  years  old)  alive  in  the  state  today  who  quit  or  don't  start  because  of  the 
tax  increase  and  over  the  lifetimes  of  current  adult  smokers  who  quit  because  of  the  tax  increase. 
Smokers'  lifetime  health  care  costs  average  at  least  $17,500  higher  than  nonsmokers  (in  2004  dollars), 
despite  shorter  life  spans.  However,  the  savings  per  adult  quitter  are  less  than  that  amount  (at  least 
$9,500  in  2004  dollars)  because  adult  smokers  have  already  been  significantly  harmed  by  their  smoking 
and  have  already  incurred  or  locked-in  extra  future  smoking-caused  health  costs. ^°  " 

The  five-year  savings  to  the  state  Medicaid  program  are  estimated  based  on  the  number  of  adult 
Medicaid  recipients  expected  to  quit  due  to  the  tax  increase  and  the  costs  averted  per  quitting 
Medicaid  recipient.^"  Estimates  for  adults  enrolled  in  state  Medicaid  programs  include  the  additional 
expected  enrollment  in  states  that  expanded  their  Medicaid  eligibility  as  part  of  the  Affordable  Care 
Act"  and  adults  who  were  previously  eligible  under  existing  rules  and  are  expected  to  enroll  in  2014, 


"  Miller,  D,  et  al.,  "Birth  and  First-Year  Costs  for  Mothers  and  Infants  Attributable  to  Maternal  Smoking," 
Nicotine  &  Tobacco  Research  3:25-35,  2001;  and  state  pregnancy-smoking  and  birth  data. 
"  Lightwood  &  Glantz,  "Short-Term  Economic  and  Health  Benefits  of  Smoking  Cessation  -  Myocardial  Infarction 
and  Stroke,"  Circulation  96(4),  August  19, 1997. 

Kabir,  et  al.,  "Coronary  Heart  Disease  Deaths  and  Decreased  Smoking  Prevalence  in  Massachusetts,  1993- 
2003,"  American  Journal  of  Public  Health  98(8):1468-69,  August  2008. 

^°  Hodgson,  TA,  "Cigarette  Smoking  and  Lifetime  Medical  Expenditures,"  The  Milbank  Quarterly  70(1),  1992. 
CDC,  "Projected  Smoking-Related  Deaths  Among  Youth— United  States,"  MMWR  45(44):971-974,  November  8, 
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2015,  and  2016.  The  projected  Medicaid  cost  savings  are  calculated  using  per  capita  adult  Medicaid 
spending  data^^  and  separately  take  into  account  the  costs  of  newly-eligible  adult  Medicaid  enrollees, 
previously-eligible  but  newly-enrolled  adult  Medicaid  beneficiaries,  adult  Medicaid  beneficiaries 
enrolled  before  2014,  as  well  as  future  projected  cost  increases.  Additional  data  and  cost  analyses 
were  provided  through  correspondence  by  Matthew  Buettgens,  Ph.D.,  and  Hanna  Recht  at  the  Urban 
Institute."  The  proportion  of  the  state  Medicaid  program's  projected  cost  savings  that  would  accrue 
to  the  state  government  are  calculated  based  on  the  state's  Federal  Medical  Assistance  Percentage 
(FMAP),  calculated  separately  for  newly-eligible  and  previously-eligible  enrollees.  Only  the  projected 
cost  savings  that  would  accrue  to  the  state  government  are  reported. 

All  projected  savings  have  been  adjusted  to  2014  dollars,  using  the  Consumer  Price  Index  for  Medical 
Care  (MCPI).  Forecasted  costs  are  estimated  using  the  average  of  the  difference  between  annual 
medical  inflation  and  annual  inflation  that  occurred  between  the  years  2007  and  2012.  These 
projections  do  not  include  a  range  of  additional  short  and  long-term  savings  from  other  declines  in 
smoking-caused  health  problems  and  other  smoking-caused  costs.^* 

Projections  for  cigarette  tax  increases  much  higher  than  $1.00  per  pack  are  limited,  especially  for  states 
with  relatively  low  current  tax  rates,  because  of  the  lack  of  research  on  the  effects  of  larger  cigarette 
tax  increase  amounts  on  consumption  and  prevalence.  Projections  for  cigarette  tax  increases  much 
lower  than  $1.00  per  pack  are  also  limited  because  small  tax  increases  are  unlikely  to  produce 
significant  public  health  benefits. 
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Projections  change  when  new  data  or  research  findings  become  available  and  the  underlying  data  and 
methodologies  are  updated  or  revised. 

Please  direct  questions  to: 

Campaign  for  Tobacco-Free  Kids:  Ann  Boonn,  aboonn@tobaccofreekids.org 

American  Cancer  Society  Cancer  Action  Network:  Melissa  Maitin-Shepard,  Melissa. Maitin- 

Shepard@cancer.org 

Campaign  for  Tobacco-Free  Kids'  resources  on  state  tobacco  tax  increases: 
http://www.tobaccofreekids.org/what_we_do/state_local/taxes/ 
http://www.tobaccofreekids.org/facts_issues/fact  sheets/policies/tax/us  state  local/ 

American  Cancer  Society  Cancer  Action  Network's  resources  on  tobacco  taxes: 
http://acscan.org/tobacco/taxes 


Projected  current  and  future  costs  are  extrapolated  from  FY  2010  per  capita  Medicaid  spending  estimates 
from  the  Kaiser  Family  Foundation.  State  Health  Facts.  Available  at  http://kff.orK/medicaid/state- 
indicator/medicaid-payments-per-enrollee/. 

Buettgens,  M,  et  al.,  Eligibility  for  Assistance  and  Projected  Changes  in  Coverage  Under  the  ACA:  Variation 
Across  States,  October  2013,  http;//www. urban.org/publications/412918. html. 

See,  e.g.,  U.S.  Department  of  the  Treasury,  The  Economic  Costs  of  Smoking  in  the  U.S.  and  the  Benefits  of 
Comprehensive  Tobacco  Legislation,  1998. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Higher 
Education,  the  Department  of  Public  Safety,  the  Department  of  Transportation,  the 
Missouri  Senate,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St. 
Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the 
City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI 
School  District,  Linn  State  Technical  College,  Metropolitan  Community  College, 
University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  revenue  will  increase  by  approximately  $150  million  annually  from  the 
tax  changes  in  this  proposal.  State  government  revenue  from  the  Master  Settlement 
Agreement  may  decrease  by  an  unknown  amount  annually  up  to  approximately  $135 
million  depending  on  dispute  and  litigation  outcomes.  The  potential  fiscal  impact  to  local 
governments  is  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-128) 


Subject 

Initiative  petition  from  Khristine  Heisinger  regarding  a  proposed  statutory  amendment  to 
Chapter  149.  (Received  March  11,  2014) 

Date 

March  31,  2014 
Description 

This  proposal  would  amend  Chapter  149,  RSMo. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated 

The  proposal  would  artificially  deem  the  payment  of  a  new  tax  as  compliance  with  the 
state's  tobacco  escrow  laws.  However,  while  such  taxes  would  be  deemed  compliance 
with  state  law,  it  would  not  be  deemed  compliance  with  certain  conditions  of  the  Tobacco 
Master  Settlement  Agreement  (MSA).  The  MSA  is  a  contractual  agreement  between  the 
state  and  certain  tobacco  product  manufacturers,  the  terms  of  which  cannot  be  altered  or 
avoided  by  statute.  Accordingly,  the  result  of  the  proposal  would  be  that  certain  tobacco 
product  manufacturers  would  be  deemed  in  compliance  with  state  law  even  though  they 
had  not  in  fact  complied  with  state  law. 

Because  certain  tobacco  product  manufacturers  would  be  able  to  avoid  actual  compliance 
with  existing  state  laws,  the  state  would  be  powerless  to  diligently  enforce  its  existing 
state  laws  on  this  subject,  which  enforcement  is  necessary  to  avoid  a  substantial  reduction 
in  annual  MSA  payments  known  as  the  "NPM  adjustment."  Although  it  is  impossible  to 
predict  with  precision  the  exact  amount  of  future  NPM  adjustments,  it  could  be  up  to  the 
full  amount  of  Missouri's  annual  MSA  payment  (approximately  $130  million  annually  at 
present).  However,  as  disputes  over  annual  NPM  adjustments  are  presently  being 
resolved  several  years  in  arrears,  NPM  adjustments  incurred  in  the  current  and 
immediately  upcoming  fiscal  years  may  not  actually  be  realized  until  several  years  into 
the  future. 

In  sum,  the  proposal  would  result  in  a  substantial  loss  of  state  revenue,  in  perpetuity,  in 
the  form  of  either  a  substantial  reduction  or  possible  elimination  of  the  state's  annual 
MSA  payments,  though  the  precise  amount  of  loss  and  the  exact  fiscal  year  in  which  such 
loss  would  first  be  realized  cannot  be  accurately  predicted  at  this  time 

As  noted,  the  proposal  would  change  the  manner  in  which  tobacco  manufacturers  can 
comply  with  certain  state  laws,  but  would  not  eliminate  the  existing  requirements  nor  the 
AGO's  obligation  to  enforce  them.  Moreover,  the  proposal  would  not  adjust  any  of  the 
AGO's  other  duties  and  obligations  under  the  MSA  or  related  state  laws.  Accordingly,  the 
AGO  would  not  realize  any  savings  from  the  proposal  but  assumes  that  any  increased  costs 
for  the  AGO  associated  with  the  proposal  could  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 


Tobacco  Master  Settlement  Agreement 

FY  2014  estimated  allocations  of  revenues  from  the  Tobacco  Master  Settlement  Agreement 
are  summarized  below: 


Estimated  Tobacco  Master  Settlement  Agreement  $59,800,000 
Allocations 

Life  Science  Research  $15,000,000 

ECDEC  $35,000,000 

HFTR  $9,800,000 


$59,800,000 


The  $35  million  portion  allocated  to  ECDEC  (Early  Childhood  Development  Education 
and  Care  Fund)  is  further  allocated  to  DESE  and  the  Dept  of  Social  Services. 

As  indicated  in  the  chart  below,  DESE  uses  these  funds  for  First  Steps,  PAT,  MPP, 
and  Early  Childhood  Special  Education.  Any  decrease  in  funding  to  the  master  settlement 
agreement  will  likely  result  in  a  reduction  to  these  programs. 

FY  2014 


First  Steps  $578,644 

Foundation  -  Parents  as  Teachers  $5,000,000 

Foundation  -  Early  Childhood  Spec.  Ed  $7,412,900 

MPP  $11,754,429 


$24,745,973 

Tobacco  Tax  Revenues 

A  query  of  SAM  n  revealed  the  following  revenues  from  the  cigarette  tax  revenue  code 
(1057): 

FY  2014 


Health  Initiatives  Fund  $20,432,467 

State  School  Moneys  Fund  $45,973,05 1 

Fair  Share  Fund  $20,432,467 

St.  Louis  County  Cigarette  Tax  $3,155,725 

Jackson  County  Cigarette  Tax  $2,3 1 6,945 


$92,310,655 


Specific  to  DESE's  budget  are  the  revenues  in  the  State  School  Moneys  fund  and  the  Fair 
Share  fund  totaling  $66,405,518. 


This  proposal  will  likely  have  an  impact  on  these  revenues;  however,  the  officials  said  they 
have  no  means  to  calculate  such  impact.  They  deferred  to  another  agency  regarding  the 
extent  of  any  impact  to  tobacco  tax  revenues  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  to  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  the  proposal  will  have  no  fiscal 
impact  on  the  department,  but  it  will  impact  state  revenues. 

Based  upon  information  reported  for  2013,  there  were  10.29  million  sticks  of  cigarettes 
stamped  for  sale  in  Missouri.  Imposing  an  additional  tax  of  $0,015  per  stick  would 
generate  $154  million  annually.  The  department  cannot  provide  an  estimate  for  the 
amount  of  revenue  that  would  be  generated  on  RoU-Your-Own  as  the  tax  is  imposed  on 
the  manufacturers  invoice  price  and  this  information  is  not  tracked. 

Although  the  tax  established  within  this  petition  will  increase  revenues,  the  state  may  lose 
by  as  much  as  $135  million  annually  if  it  can  no  longer  comply  with  the  terms  of  the 
Master  Settlement  Agreement. 

The  petition  increases  state  revenue.  However,  the  increased  tax  may  reduce  sales, 
eventually  reducing  revenues.  The  state  may  also  lose  revenues  that  would  have  been 
received  from  the  Master  Settlement  Agreement. 

The  petition  proposes  a  tax  on  the  sale  of  cigarettes  and  roU-your-own  (RYO)  tobacco 
equal  to  one  and  one-half  cents  per  cigarette  and  10.25  percent  of  the  manufacturer's 
invoice  prices  on  the  RYO  tobacco  products  of  any  tobacco  product  manufacturer 
electing  such  taxation  in  lieu  of  the  requirements  of  sections  196.1003  and  196.1020  to 
196.1035.  However,  as  a  result  of  this  petition,  the  state  may  not  be  in  compliance  with 
the  Master  Settlement  Agreement,  which  may  result  in  a  loss  of  revenues  up  to  $135 
million  annually. 


Administrative  Impact: 
Excise  Tax: 

Currently,  tobacco  product  manufacturers  must  comply  with  the  Master  Settlement 
Agreement,  under  which  they  are  required  to  become  a  participating  manufacturer  (PM) 
and  perform  financial  obligations  under  the  Master  Settlement  Agreement  or  place  funds 
in  an  escrow  account  based  upon  units  sold  in  the  state.  Under  sections  196.1020  to 
196.1035,  PM's  are  required  to  certify  their  brands  each  year  to  the  department  in  order  to 
be  placed  in  the  state  tobacco  directory. 

RYO  tobacco  is  taxed  in  the  same  manner  as  other  tobacco  products  at  10  percent  of 
manufacturers  invoice  price  before  discounts  and  deals.  The  additional  tax  being 
imposed  only  applies  to  RYO  tobacco.  This  will  require  new  reporting  forms  and 
schedules  to  separate  RYO  tobacco  from  other  tobacco  products. 

Notification  of  the  tax  increase  and  changes  to  the  reporting  of  RYO  tobacco  will  need  to 
be  sent  to  250  licensed  cigarette  and  other  tobacco  product  wholesalers. 

The  department  assumes  that  the  additional  taxes  being  imposed  would  be  for  the  sales  of 
cigarettes  sales  beginning  January  1,  2015.  This  legislation  does  not  provide  for  a  floor 
stocks  tax  on  stamped  product  or  un-affixed  stamps  in  the  electing  licensed  wholesalers' 
inventory.  There  also  is  no  language  prohibiting  stockpiling  of  stamps.  The  absence  of  a 
floor  stock  tax  and  limits  on  purchase  of  stamps  prior  to  the  increase  would  not  only 
deplete  the  department's  inventory  of  stamps,  and  but  would  also  provide  for  a  windfall 
for  wholesalers  purchasing  the  stamps  prior  to  the  increase. 

NPMs  making  escrow  deposits  on  April  15,  2014  for  2013  sales  are  expected  to  place  an 
amount  based  upon  $0.0299790  a  stick  into  escrow. 

Comments: 

If  the  initiative  petition  becomes  law,  Non  Participating  Manufacturers  (NPM)  would  not 
be  required  to  make  the  escrow  payments  required  by  the  Master  Settlement  Agreement. 
This  would  mean  the  state  would  not  comply  with  the  terms  of  the  agreement  which 
likely  would  result  in  the  potential  loss  of  the  settlement  payments  from  Participating 
Members. 

Subsection  149.018.1  provides  that  a  tobacco  product  manufacturer  shall  have  been 
deemed  to  meet  all  the  Chapter  196  requirements  for  cigarettes  &  RoU-Your-Own  (RYO) 

tobacco  when  the  additional  tax  of  $0,015  per  cigarette  (30  cents  per  pack  of  20)  or  the 
additional  tax  of  10.25%  on  RYO  tobacco  is  levied  upon  the  sale. 

If  PM's  were  required  to  make  payments  under  the  Agreement,  the  initiative  petition 
would  still  put  the  PM's  at  a  disadvantage  compared  to  non-participating  manufacturers 
(NPM)  because  both  PM  and  NPM  cigarettes  would  have  the  additional  tax  on  them. 


Unless  section  196.1023  is  repealed,  the  department  will  still  be  required  to  maintain  the 
tobacco  directory.  Thus,  the  department  would  still  need  the  ability  to  require  tobacco 
manufacturers  to  provide  a  list  of  their  brands  each  year.  The  department  suggests 
language  be  added  that  would  require  the  filing  of  brand  reports  by  tobacco  product 
manufacturers  or  add  language  to  149.018  so  the  director  may  promulgate  rules  for 
administration  of  this  section. 

Subsection  149.018.2  imposes  the  additional  tax  on  cigarettes  &  RYO  tobacco  but  does 
not  designate  where  the  funds  are  to  be  deposited.   Subsection  3  does  state  that  the 

additional  tax  is  to  be  collected  in  the  same  manner  as  the  current  taxes  imposed  under 
Chapter  149,  however  the  current  cigarette  taxes  are  deposited  into  three  separate  funds 
by  statute  (Health  Initiatives,  Fair  Share  and  the  State  School  Moneys  Fund)  and  the  tax 
on  RYO  tobacco  is  deposited  into  the  Health  Initiatives  Fund  by  statute.  Clarification  is 
needed  on  where  the  additional  revenue  being  imposed  is  to  be  deposited. 

Subsection  149.018.3  requires  the  additional  taxes  be  collected  in  the  same  manner  as  the 
current  tax  imposed  upon  the  sale  of  cigarettes  &  RYO  tobacco.  The  department  assumes 
this  would  then  include  any  allowances  currently  allowed  as  well  as  refunds. 

The  additional  tax  being  imposed  on  cigarettes  will  require  changes  to  the  decal  ordering 
form,  minor  changes  to  the  accounting  system  and  changes  to  the  cashiering  procedures. 
Because  manufacturers  would  have  the  option  of  having  the  additional  tax  imposed,  this 
would  require  the  department  to  have  two  different  sets  of  each  cigarette  stamp;  one  for 
the  current  tax  rate  and  one  for  the  additional  tax  rate.  Additionally,  if  the  new  tax 
applies  to  the  current  inventory  of  manufacturers  making  the  election,  this  would  require 
language  providing  for  a  floor  stocks  tax.  Since  cigarette  stamps  for  the  entire  fiscal 
year  are  purchased  prior  to  beginning  of  a  fiscal  year,  there  may  not  be  adequate  funds 
budgeted  for  the  purchase  of  additional  stamps.  This  legislation  is  to  be  put  to  a  vote  of 
the  people  on  November  4,  2014  and  would  become  effective  upon  certification  of  the 
votes  cast.  If  new  stamps  are  needed,  there  may  not  be  sufficient  time  to  obtain  them 
prior  to  the  effective  date  of  January  1,  2015. 

Please  note  this  does  not  include  retailers.  The  department  is  not  sure  how  all  retailers 
would  be  reached  as  they  are  not  required  to  be  licensed.  The  department  recommends 
that  the  following  language  be  added: 

Each  licensed  wholesaler  shall  make  a  final  actual  inventory  of  all  stamped 
cigarettes  and  all  unapplied  stamps  in  the  licensee's  possession.  This  final  actual 
inventory  shall  be  taken  at  the  end  of  the  day  prior  to  the  effective  date  of  the  tax 

increase  and  shall  be  certified  to  the  department  within  10  days.  The  director  shall 
discontinue  selling  stamps  to  any  licensee  that  fails  to  certify  the  actual  inventory 
within  the  10-day  period  and  will  resume  selling  when  the  certification  is 
received. 

The  increased  tax  amount  shall  apply  to  the  final  actual  inventory  and  payment  of 
the  additional  amount  shall  be  paid  within  sixty  days  of  the  effective  date  of  the 


tax  increase.  The  director  shall  discontinue  selling  stamps  to  any  licensee  that 
fails  to  remit  the  additional  amount  due  within  the  60-day  period  and  shall  assess 
the  licensee  for  the  additional  tax  due. 

The  increased  tax  amount  shall  apply  to  all  stamps  sold  by  the  department 
beginning  on  the  effective  date  of  the  new  tax  increase. 

For  a  period  up  to  six  months  prior  to  the  effective  date  of  a  tax  increase,  each 
licensee  shall  not  be  allowed  to  purchase  stamps  in  an  amount  greater  than  110 
percent  of  the  amount  that  was  purchased  during  the  same  period  during  the 
previous  year. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  the  department.  Since  the  budget  of  any  state  agency  is  dependent  upon  the 
appropriations  process,  the  department  cannot  predict  whether  the  department  might  be 
affected  if  this  proposal  were  to  result  in  a  change  in  the  total  amount  of  General  Revenue 
available  to  fund  state  government. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  House  of  Representatives  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

This  proposal  creates,  upon  voter  approval,  additional  taxes  on  cigarettes  and  roU-your- 
own  tobacco  products.  IP  14-127  lets  tobacco  product  manufacturers  meet  the 
requirements  of  the  Master  Settlement  Agreement  (MSA)  through  paying  increased  sales 
taxes.  IP  14-128  allows  tobacco  product  manufacturers  the  choice  of  paying  increased 
sales  taxes  on  tobacco  products  or  paying  the  required  amounts  into  the  MSA.  IP  14-129 
eliminates  the  MSA  and  increases  the  tax  on  tobacco  products.  Below  are  estimates  of 
the  increased  revenue  to  the  state  from  the  increased  tax  on  tobacco  products. 

The  MSA  has  provided  the  following  revenue  to  the  state  by  year  over  the  last  three 
years:  FY  2011-$132.6M,  FY  2012-$135.2M,  FY  2013-$135.2M.  The  estimate  of 
revenues  from  the  MSA  in  FY  2014  is  $59.8M.  Funds  from  the  MSA  are  used  to  support 
the  Early  Childhood  Development  and  Education  Fund,  the  Life  Sciences  Research  Trust 
Fund  and  the  Healthy  Families  Trust  Fund. 

There  should  be  no  cost  to  the  Office  of  Administration. 

Budget  &  Planning  (BAP)  provides  these  estimates: 


Cigarette  Tax  (all  versions) 

The  proposals  create  an  additional  cigarette  tax  of  $0.30  per  pack  of  twenty.  BAP  notes 
that  cigarette  tax  revenues  in  FY13,  at  $0.17  per  pack  of  twenty,  totaled  just  over 
$86.8M.  If  the  number  of  packs  sold  remains  constant,  this  would  generate  over  $153M 
in  additional  revenues.  However  it  is  likely  the  additional  tax  would  reduce  the  number  of 
units  sold.  BAP  estimates  this  additional  tax  would  generate  $141.2M  of  revenues. 

Tax  on  Roll- Your-Own  Tobacco  Products 

These  proposals  create  an  additional  tax  of  10.25%  of  the  invoice  price  on  Roll- Your- 
Own  Tobacco  products.  While  these  products  are  currently  taxed  as  an  "Other  Tobacco 
Product,"  BAP  does  not  have  data  on  what  portion  of  "Other"  products  may  be  subject  to 
additional  tax  under  this  proposal.  BAP  notes  that  "Other  Tobacco  Product"  revenues  in 
FY13,  at  10%  of  the  invoice  price,  totaled  just  under  $16.9M. 

These  proposals  amend  Chapter  149.  BAP  assumes  the  new  revenues  above  would  be 
deposited  to  the  credit  of  the  State  Schools  Money  Fund,  pursuant  to  RSMo.  149.065. 

BAP  also  notes  this  proposal  may  make  changes  to  Missouri's  participation  in  the  Master 
Settlement  Agreement.  The  Attorney  General  may  be  able  to  provide  additional 
information  on  this  issue. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory, 
we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  the  State  Public  Defender  System  other  than  if 
revenues  are  significantly  changed. 


Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  they  cannot  detennine  the  fiscal  impact  of  this 
initiative. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  fiscal 
impact  of  the  initiative  petition. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Higher 
Education,  the  Department  of  Public  Safety,  the  Department  of  Transportation,  the 
Missouri  Senate,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St. 
Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the 
City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI 
School  District,  Linn  State  Technical  College,  Metropolitan  Community  College, 
University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  revenue  will  increase  by  an  unknown  amount  up  to  approximately  $150 
million  annually  depending  on  how  many  entities  choose  the  additional  tax  option  in  the 
proposal.  State  government  revenue  from  the  Master  Settlement  Agreement  may  decrease 
by  an  unknown  amount  annually  up  to  approximately  $135  million  depending  on  dispute 
and  litigation  outcomes. 
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Subject 

Initiative  petition  from  Khristine  Heisinger  regarding  a  proposed  statutory  amendment  to 
Chapter  149.  (Received  March  11,  2014) 

Date 

March  31,  2014 
Description 

This  proposal  would  amend  Chapter  149,  RSMo. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 

Charles  A.  Arnold  provided  information  as  a  proponent  of  the  proposal  to  the  State 
Auditor's  office. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated: 

The  proposal  would  repeal  certain  state  laws  related  to  the  Tobacco  Master  Settlement 
Agreement  (MSA).  Amongst  these  laws  that  would  be  repealed  is  the  requirement  that 
tobacco  product  manufacturers  either  participate  in  the  MSA  or  escrow  certain  funds.  The 
existence  of  this  requirement  of  state  law  is  a  precondition  for  the  state  to  avoid  a 
substantial  reduction  in  annual  MSA  pajmients  known  as  the  "NPM  adjustment."  If  that 
provision  were  repealed,  as  the  proposal  calls  for,  the  state  would  be  unable  to  avoid  that 
reduction. 

Although  it  is  impossible  to  predict  with  precision  the  exact  amount  of  future  NPM 
adjustments,  it  could  be  up  to  the  full  amount  of  Missouri's  annual  MSA  payment 
(approximately  $130  million  annually  at  present).  However,  as  disputes  over  annual 
NPM  adjustments  are  presently  being  resolved  several  years  in  arrears,  NPM  adjustments 
incurred  in  the  current  and  immediately  upcoming  fiscal  years  may  not  actually  be 
realized  until  several  years  into  the  future. 

In  sum,  the  proposal  would  result  in  a  substantial  loss  of  state  revenue,  in  perpetuity,  in 
the  form  of  either  a  substantial  reduction  or  possible  elimination  of  the  state's  annual 
MSA  payments,  though  the  precise  amount  of  loss  and  the  exact  fiscal  year  in  which  such 
loss  would  first  be  realized  cannot  be  accurately  predicted  at  this  time. 

The  repeal  of  these  provisions  would  eliminate  the  AGO's  duty  to  enforce  those 
provisions,  including  the  escrow  requirement.  However,  the  AGO  would  still  have  to 
enforce  other  remaining  tobacco  laws,  and  more  over  would  continue  to  have  obligations 
under  the  MSA  itself.  Accordingly,  at  most  the  AGO  would  be  able  to  reduce  its  staff 
requirements  by  0.5  PTE  AAG  II.  AGO  anticipates  a  cost  savings  $43,362  in  FY  2016 
and  $43,886  in  FY  2017. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  no  impact  for  their 
department. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

Tobacco  Master  Settlement  Agreement 

FY  2014  estimated  allocations  of  revenues  from  the  Tobacco  Master  Settlement  Agreement 
are  summarized  below: 


Estimated  Tobacco  Master  Settlement  Agreement 

Allocations 
Life  Science  Research 


$59,800,000 
$15,000,000 


ECDEC  $35,000,000 
HFTR  $9,800,000 

$59,800,000 


The  $35  million  portion  allocated  to  ECDEC  (Early  Childhood  Development  Education  and 
Care  Fund)  is  further  allocated  to  DESE  and  the  Dept  of  Social  Services. 

As  indicated  in  the  chart  below,  DESE  uses  these  funds  for  First  Steps,  PAT,  MPP, 
and  Early  Childhood  Special  Education.  Any  decrease  in  funding  to  the  master  settlement 
agreement  will  likely  result  in  a  reduction  to  these  programs. 

FY  2014 


First  Steps  $578,644 

Foundation  -  Parents  as  Teachers  $5,000,000 

Foundation  -  Early  Childhood  Spec.  Ed  $7,412,900 

MPP  $11,754,429 


$24,745,973 


Tobacco  Tax  Revenues 

A  query  of  SAM  n  revealed  the  following  revenues  from  the  cigarette  tax  revenue  code 
(1057): 


FY  2014 


Health  Initiatives  Fund  $20,432,467 
State  School  Moneys  Fund  $45,973,05 1 

Fair  Share  Fund  $20,432,467 
St.  Louis  County  Cigarette  Tax  $3,155,725 
Jackson  County  Cigarette  Tax  $2,3 1 6,945 

$92,310,655 


Specific  to  DESE's  budget  are  the  revenues  in  the  State  School  Moneys  fund  and  the  Fair 
Share  fund  totaling  $66,405,518. 

This  proposal  will  likely  have  an  impact  on  these  revenues;  however,  the  officials  said  they 
have  no  means  to  calculate  such  impact.  They  deferred  to  another  agency  regarding  the 
extent  of  any  impact  to  tobacco  tax  revenues  as  a  result  of  this  proposal. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  initiative 
petition  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 


Officials  from  the  Department  of  Mental  Health  indicated  the  impact  of  repealing 
Section  196. 1000  through  196. 1035  could  be  very  significant  for  the  State  of  Missouri.  If 
repealing  these  sections  precludes  Missouri  participation  in  the  proceeds  from  that 
settlement;  the  impact  to  their  department  would  be  significant.  Currently,  their 
department  is  appropriated  approximately  $2.3  million  each  fiscal  year. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  no  impact  to  their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  the  proposal  will  have  no  fiscal 
impact  on  the  department,  but  it  will  impact  state  revenues. 

Based  upon  the  information  reported  for  2013  there  were  10,298,591,350  sticks  of 
cigarettes  stamped  for  sale  in  Missouri.  Imposing  an  additional  tax  of  $0,015  per  stick 
would  generate  $154,478,870.  The  department  cannot  provide  an  estimate  for  the 
amount  of  revenue  that  would  be  generated  on  RoU-Your-Own  as  the  tax  is  imposed  on 
the  manufacturers  invoice  price  and  this  information  is  not  tracked. 

This  petition  repeals  the  statutes  implementing  the  Master  Settlement  Agreement.  This 
will  result  in  a  loss  of  revenues  by  as  much  as  $135  million  annually  because  the  state 
will  no  longer  be  in  compliance  with  the  terms  of  the  Master  Settlement  Agreement. 

The  petition  increases  state  revenue.  However,  the  increased  tax  may  reduce  sales, 
eventually  reducing  revenues.  The  state  will  also  lose  revenues  that  would  have  been 
received  from  the  Master  Settlement  Agreement. 

The  petition  proposes  a  tax  on  the  sale  of  cigarettes  and  roU-your-own  (RYO)  tobacco 
equal  to  one  and  one-half  cents  per  cigarette  and  10.25  percent  of  the  manufacturer's 
invoice  prices  on  the  RYO  tobacco  products.  This  legislation  also  repeals  eight  sections 
implementing  the  Master  Settlement  Agreement,  including: 

Section  196.1000 
Section  196.1003 
Section  196.1020 
Section  196.1023 
Section  196.1026 
Section  196.1029 
Section  196.1032 
Section  196.1035 


Administrative  Impact: 

This  legislation  would  raise  the  tax  on  cigarettes  and  RoU-Your-Own  (RYO)  tobacco  and 
eliminate  all  the  current  states  implementing  the  Master  Settlement  Agreement. 

The  department  believes  this  legislation  would  eliminate  Missouri's  participation  in  the 
Master  Settlement  Agreement  (MSA)  and  Missouri  would  no  longer  receive  revenues 
from  this  Agreement. 

Notification  of  the  tax  increase  and  changes  to  the  reporting  of  RYO  tobacco  will  need  to 
be  sent  to  250  licensed  cigarette  and  other  tobacco  product  wholesalers. 

Comments: 

If  the  initiative  petition  becomes  law,  the  statutes  implementing  the  Master  Settlement 
Agreement  would  be  repealed.  This  would  not  comply  with  the  terms  of  the  agreement 
which  likely  would  result  in  the  loss  of  the  settlement  payments  from  Participating 
Members. 

Subdivision  149.018.1  imposes  the  additional  tax  on  cigarettes  and  RoU-Your-Own 
(RYO)  but  does  not  designate  where  the  funds  are  to  be  deposited.  Further  it  states  that 
the  additional  tax  is  to  be  collected  in  the  same  manner  as  the  current  taxes  imposed 
under  Chapter  149,  however  the  current  cigarette  taxes  are  deposited  into  3  separate 
funds  by  statute  (  Health  Initiatives,  Fair  Share  and  the  State  School  Moneys  Fund)  and 
the  tax  on  RYO  is  deposited  into  the  Health  Initiatives  Fund  by  statute.  Clarification  is 
needed  on  where  the  additional  revenue  being  imposed  is  to  be  deposited. 

The  additional  tax  being  imposed  on  cigarettes  will  require  changes  to  the  decal  ordering 
form,  minor  changes  to  the  accounting  system  and  changes  to  the  cashiering  procedures. 
If  the  tax  being  imposed  applies  to  current  inventories  of  stamped  cigarettes  and  un- 
affixed  stamps,  then  the  current  stamps  may  be  used.  However,  this  would  require 
language  providing  for  a  floor  stocks  tax.  If  the  additional  tax  does  not  apply  to  existing 
inventories,  then  new  stamps  would  be  required  to  be  designed  and  purchased.  Since 
cigarette  stamps  for  the  entire  fiscal  year  are  purchased  prior  to  the  beginning  of  a  fiscal 
year,  there  may  not  be  adequate  funds  budgeted  for  the  purchase  of  additional  stamp. 
This  legislation  is  to  be  put  to  a  vote  of  the  people  on  November  4,  2014  and  would 
become  effective  upon  certification  of  the  votes  cast.  If  new  stamps  are  needed,  there 
may  not  be  sufficient  time  to  obtain  them  prior  to  the  effective  date  of  January  1,  2015. 

Please  note  this  does  not  include  retailers.  The  department  is  not  sure  how  all  retailers 
would  be  reached  as  they  are  not  required  to  be  licensed.  The  department  recommends 
that  the  following  language  be  added: 

Each  licensed  wholesaler  shall  make  a  final  actual  inventory  of  all  stamped 
cigarettes  and  all  unapplied  stamps  in  the  licensee's  possession.  This  final  actual 
inventory  shall  be  taken  at  the  end  of  the  day  prior  to  the  effective  date  of  the  tax 
increase  and  shall  be  certified  to  the  department  within  10  days.  The  director 


shall  discontinue  selling  stamps  to  any  licensee  that  fails  to  certify  the  actual 
inventory  within  the  10-day  period  and  will  resume  selling  when  the  certification 
is  received. 

The  increased  tax  amount  shall  apply  to  the  final  actual  inventory  and  payment  of 
the  additional  amount  shall  be  paid  within  sixty  days  of  the  effective  date  of  the 
tax  increase.  The  director  shall  discontinue  selling  stamps  to  any  licensee  that 
fails  to  remit  the  additional  amount  due  within  the  60-day  period  and  shall  assess 
the  licensee  for  the  additional  tax  due. 

The  increased  tax  amount  shall  apply  to  all  stamps  sold  by  the  department 
beginning  on  the  effective  date  of  the  new  tax  increase. 

For  a  period  up  to  six  months  prior  to  the  effective  date  of  a  tax  increase,  each 
licensee  shall  not  be  allowed  to  purchase  stamps  in  an  amount  greater  than  110 
percent  of  the  amount  that  was  purchased  during  the  same  period  during  the 
previous  year. 

Officials  from  the  Department  of  Social  Services  indicated  there  is  no  direct  fiscal 
impact  to  the  department.  Since  the  budget  of  any  state  agency  is  dependent  upon  the 
appropriations  process,  the  department  cannot  predict  whether  the  department  might  be 
affected  if  this  proposal  were  to  result  in  a  change  in  the  total  amount  of  General  Revenue 
available  to  fund  state  government. 

Officials  from  the  Governor's  Office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  House  of  Representatives  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  Department  of  Conservation  indicated  no  adverse  fiscal  impact  to 
their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

This  proposal  creates,  upon  voter  approval,  additional  taxes  on  cigarettes  and  roU-your- 
own  tobacco  products.  IP  14-127  lets  tobacco  product  manufacturers  meet  the 
requirements  of  the  Master  Settlement  Agreement  (MSA)  through  paying  increased  sales 
taxes.  IP  14-128  allows  tobacco  product  manufacturers  the  choice  of  paying  increased 
sales  taxes  on  tobacco  products  or  paying  the  required  amounts  into  the  MSA.  IP  14-129 
eliminates  the  MSA  and  increases  the  tax  on  tobacco  products.  Below  are  estimates  of 
the  increased  revenue  to  the  state  from  the  increased  tax  on  tobacco  products. 

The  MSA  has  provided  the  following  revenue  to  the  state  by  year  over  the  last  three 
years:  FY  2011-$132.6M,  FY  2012-$135.2M,  FY  2013-$135.2M.  The  estimate  of 
revenues  from  the  MSA  in  FY  2014  is  $59. 8M.  Funds  from  the  MSA  are  used  to  support 


the  Early  Childhood  Development  and  Education  Fund,  the  Life  Sciences  Research  Trust 
Fund  and  the  Healthy  Families  Trust  Fund. 

There  should  be  no  cost  to  the  Office  of  Administration. 

Budget  &  Planning  (BAP)  provides  these  estimates: 

Cigarette  Tax  (all  versions): 

The  proposals  create  an  additional  cigarette  tax  of  $0.30  per  pack  of  twenty.  BAP  notes 
that  cigarette  tax  revenues  in  FY13,  at  $0.17  per  pack  of  twenty,  totaled  just  over 
$86. 8M.  If  the  number  of  packs  sold  remains  constant,  this  would  generate  over  $153M 
in  additional  revenues.  However  it  is  likely  the  additional  tax  would  reduce  the  number  of 
units  sold.  BAP  estimates  this  additional  tax  would  generate  $141.2M  of  revenues. 

Tax  on  RoU-Your-Own  Tobacco  Products 

These  proposals  create  an  additional  tax  of  10.25%  of  the  invoice  price  on  RoU-Your- 
Own  Tobacco  products.  While  these  products  are  currently  taxed  as  an  "Other  Tobacco 
Product,"  BAP  does  not  have  data  on  what  portion  of  "Other"  products  may  be  subject  to 
additional  tax  under  this  proposal.  BAP  notes  that  "Other  Tobacco  Product"  revenues  in 
FY13,  at  10%  of  the  invoice  price,  totaled  just  under  $16.9M. 

These  proposals  amend  Chapter  149.  BAP  assumes  the  new  revenues  above  would  be 
deposited  to  the  credit  of  the  State  Schools  Money  Fund,  pursuant  to  RSMo.  149.065. 

BAP  also  notes  this  proposal  may  make  changes  to  Missouri's  participation  in  the  Master 
Settlement  Agreement.  The  Attorney  General  may  be  able  to  provide  additional 
information  on  this  issue. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated  their  office  is  required  to  pay  for 
publishing  in  local  newspapers  the  full  text  of  each  statewide  ballot  measure  as  directed 
by  Article  XII,  Section  2(b)  of  the  Missouri  Constitution  and  Section  116.230-116.290, 
RSMo.  The  Secretary  of  State's  office  is  provided  with  core  funding  to  handle  a  certain 
amount  of  normal  activity  resulting  from  each  year's  legislative  session.  Funding  for  this 
item  is  adjusted  each  year  depending  upon  the  election  cycle  with  $1.3  million 
historically  appropriated  in  odd  numbered  fiscal  years  and  $100,000  appropriated  in  even 
numbered  fiscal  years  to  meet  these  requirements.  The  appropriation  has  historically 
been  an  estimated  appropriation  because  the  final  cost  is  dependent  upon  the  number  of 
ballot  measures  approved  by  the  General  Assembly  and  the  initiative  petitions  certified 
for  the  ballot.  In  FY  2013,  at  the  August  and  November  elections,  there  were  5  statewide 
Constitutional  Amendments  or  ballot  propositions  that  cost  $2.17  million  to  publish  (an 
average  of  $434,000  per  issue).  Therefore,  the  Secretary  of  State's  office  assumes,  for  the 
purposes  of  this  fiscal  note,  that  it  should  have  the  full  appropriation  authority  it  needs  to 
meet  the  publishing  requirements.  However,  because  these  requirements  are  mandatory. 


we  reserve  the  right  to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if 
the  Governor  and  the  General  Assembly  change  the  amount  or  eliminate  the  estimated 
nature  of  our  appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  initiative  petition 
will  not  have  any  substantial  impact  on  the  State  Public  Defender  System  other  than  if 
revenues  are  significantly  changed. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  Cole  County  indicated  they  are  not  able  to  determine  fiscal  impact  of  this 
legislation  at  this  time. 

Officials  from  the  City  of  Kansas  City  indicated  they  are  unable  to  estimate  the  fiscal 
impact  of  the  initiative  petition. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Charles  A.  Arnold  provided  the  following  information  as  a  proponent  of  this  initiative 
petition. 


Initiative  Petitions  2014-127;  2014-129 


Subject 

Initiative  petition  2014-127  and  2014-129  from  Khristine  Heisinger  regarding  a 
proposed  statutory  amendment  to  Chapter  149,  Tobacco  Excise  Tax. 

Date 

March  17,2014 
Description 

This  proposal  would  amend  Chapter  149  of  the  Missouri  revised  statutes. 
The  amendment  is  to  be  voted  on  in  November  2014. 
The  amendment  would  be  effective  January  1,  2015 
Assumptions 

The  petitions  propose  to  increase  the  current  excise  tax  paid  on  all  cigarettes  sold  in 
Missouri  by  .015-cents  per  cigarette  (30-cents  per  pack  of  20  cigarettes).  The  petitions  also 
impose  a  tax  on  the  manufacturers  invoice  price,  before  discounts  and  deals,  of  .1025%  on 
roU-your-own  tobacco. 

The  average  price  of  a  pack  of  20-cigarettes  in  Missouri  is  $4.30  per  pack  (including 
the  current  $.17  per  pack  cigarette  excise  tax)'. 

The  proposed  increase  will  result  in  an  approximate  7%  increase  in  the  average 
price  of  a  pack  of  20-cigarettes  sold  in  the  state,  causing  a  slight  downward  adjustment  in 
total  annual  cigarette  pack  sales  of  approximately  2.8%.^ 

According  to  information  submitted  by  the  Missouri  Department  of  Revenue  in 
response  to  Auditors  information  request  on  note  14-099,  there  were  536.5  million  packs 
of  cigarettes  sold  in  the  state  of  Missouri  during  2012. 

it  is  assumed  that  wholesalers  licensed  by  the  Missouri  Department  of  Revenue  will 
receive  the  3  percent  discount  established  in  Chapter  149,  RSMo. 

The  proposed  change  in  compliance  standards  could  result  in  a  reduction  of 
"between  21%  and  100%  of  the  $130  million  Tobacco  Settlement  payment"  ^  that  Missouri 
receives  annually.  Missouri  was  recently  deemed  non-compliant  by  a  national  arbitration 
panel  for  calendar  year  2003  over  an  NPM  Adjustment  dispute.  The  result  of  that  decision 
is  an  approximate  $70  million  reduction  in  the  states  $130  million  annual  tobacco 
settlement  payment  for  2014. 


'  "The  Tax  Burden  on  Tobacco,  Vol.  46",  Page  186. 

2  "TobaccoFrecKids.org  Facts  Sheet  0281".  Page  1,  Paragraph  2 

^  Missouri  Attorney  General  Chris  Koster  letter  to  Senator  Kurt  Schaefer,  January  9, 2013.  Page  1, 
Paragraph  2. 


'Table  1-  Calculation  of  the  downward  sales  adjustment  due  to  the  tax  increase 

Total  packs  sold  in  Missouri  2012  536,500,000 


Downward  adjustment  due  to  tax  increase  (2.8%  sales  reduction)  -15,022,000 


Total  packs  sold  after  downward  adjustment  applied  521,478,000 


Table  2-  Calculation  of  total  new  revenues  derived  from  the  new 

tax 

Total  packs  sold  after  downward  adjustment  applied 

521,478,000 

Additional  excise  tax  per  pack  of  20-cigarettes  (30-cents  per  pack} 

X  .30 

Total  new  revenues  (gross)  derived  from  the  additional  excise  tax 

$ 

156,443,400.00 

;  Table  3-  Calculation  of  adjustments  to  new  revenues  derived  from  the  new  tax 


Total  new  revenues  (gross)  derived  from  the  additional  excise  tax 

$  156,443,400.00 

Less:  3%  tax  stamping  allowance  per  Chapter  149 

-$  4,693,302.00 

Net  New  Revenue 

$  151,750,098.00 

Summary 

The  additional  tax  proposed  by  initiative  petitions  2014-127  and  2014-129  will 
generate  approximately  $151.8  million  in  net  new  cigarette  excise  tax  revenue  annually. 

However,  if  tobacco  settlement  payment  reductions  due  to  the  compliance  change 
contemplated  by  these  petitions  are  applied  to  future  tobacco  settlement  payments,  net 
new  cigarette  excise  tax  revenues  could  be  affected  periodically. 

If  the  maximum  reduction  for  a  non-compliant  determination  is  applied,  such  a 
reduction  could  result  in  no  more  than  100%  of  the  states  annual  tobacco  settlement 
payment  of  $130million  in  any  given  year. 

Thus,  the  net  affect  on  new  cigarette  excise  tax  revenues  generated  by  these 
proposals  in  years  where  a  tobacco  settlement  payment  reduction  is  applied  produces  a 
range  of  between  $21.8million  to  $151.8million  in  new  cigarette  excise  tax  revenues. 


Attorney  Generax  of  Missotjhi 


Jefferson  City 

CHRIS  KOSTEH  p.Q.  BoX  809 

ATTOHNKYOENHRAL  65102  (673)  7B1-Uaai 


January  9,  2013 

The  Honorable  Kurt  Schaefer 
State  Senator,  District  19 
State  Capitol,  Room  221 
Jefferson  City,  Missouri  65101 


RE:    Notice  of  Possible  Revenue  Reduction  Due  to  Arbitration  of  2003 

Master  Settlement  Agreement  (Tobacco  Settlement)  Payment  Dispute 

Dear  Senator  Schaefer: 

For  many  years  now,  Governor  Nixon  and  I  have  warned  the  General 
Assembly  in  writing  about  the  need  to  enact  two  new  pieces  of  legislation  to 
close  the  loopholes  in  Missouri's  Tobacco  Settlement  Agreement  Act.  One  of 
those  laws  required  eight  years  to  pass  (leaving  Missouri  unprotected  during 
a  critical  period  now  in  arbitration).  The  other  has  never  been  passed 
(making  Missouri  the  only  State  in  the  nation  to  have  made  such  a  poUcy 
determination). 

Today,  as  counsel  for  the  State,  I  am  alerting  you  to  the  potential 
consequences  of  inaction  by  your  predecessors  in  the  General  Assembly.  Due 
to  Missouri's  delay  or  failure  to  pass  these  two  key  pieces  of  legislation,  there 
is  now  an  even  chance  that  Misvsouri  will  forfeit  between  21%  and  100%  of  the 
$130  million  Tobacco  Settlement  payment  the  State  previously  received  for 
calendar  year  2003.  To  repay  that  obligation,  any  forfeiture  will  be 
automatically  deducted  from  the  $130  million  (projected)  Tobacco  Settlement 
payment  Missouri  anticipates  receiving  in  April  2014.  The  purpose  of  this 
letter  is  to  bring  this  serious  risk  to  Missouri's  FY  2014  consensus  revenue 
estimate  to  your  attention. 


www.ago.mo.gov 
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In  1998,  Missouri  and  45  other  States  signed  the  Master  Settlement 
Agreement  (Tobacco  Settlement)  with  several  tobacco  companies,  known  as 
"Participating  Manufacturers."  The  States  agreed  to  dismiss  their  pending 
lawsuits  against  the  Participating  Manufacturers  for  the  healthcare  costs 
associated  with  tobacco  in  exchange  for  perpetual  payments  from  the 
Participating  Manufacturers  in  excess  of  $6  billion  per  year,  2.27%  of  which 
(approximately  $130  million  per  year)  is  allocated  to  Missouri. 

As  part  of  the  Tobacco  Settlement,  every  State  agreed  to  enact  a  model 
escrow  statute  requiring  Non- Participating  Manufactiarers — cigarette 
manufactvirers  that  did  not  sign  the  Tobacco  Settlement — to  make  annual 
escrow  deposits  roughly  proportional  to  the  Participating  Manufacturers' 
annual  Tobacco  Settlement  payments.  The  escrow  statute  served  two 
purposes:  it  required  Non-Participating  Manufacturers  to  set  aside  sufficient 
funds  to  satisfy  any  future  judgments  the  States  might  someday  obtain 
against  them,  and  it  furthered  the  pubUc  health  goals  of  the  Tobacco 
Settlement  by  denying  Non-Participating  Manufacturers  a  market  advantage 
over  the  Participating  Manufacturers.  The  States  further  agreed  to  give  the 
Participating  Manufactxirers  a  treble  credit  for  any  market  share  they  lost  to 
the  Non-Participating  Manufacturers  should  the  States  fail  to  "diligently 
enforce"  their  escrow  statutes. 

After  the  Tobacco  Settlement  was  signed,  Missouri  and  the  other  States 
identified  several  loopholes  in  the  model  escrow  statute  that  made 
enforcement  difficult.  For  example,  more  than  half  of  the  Non-Participating 
Manufacturers'  cigarettes  sold  in  Missouri  in  2003  were  manufactured  by 
Native  American  tribes  or  foreign  (offshore)  companies  that  failed  to  make 
the  necessary  escrow  deposits.  States  were  unable  to  force  tribal 
manufacturers  to  deposit  the  escrow  they  owed  because  Native  American 
tribes  are  entitled  to  sovereign  immunity  in  the  nation's  courts,  including 
those  in  Missouri.  Nor  were  States  able  to  ensure  the  necessary  deposits  from 
offshore  manufacturers  due  to  the  extraordinary  difficulty  in  obtaining 
service  of  legal  process  outside  the  borders  of  the  United  States. 

Working  with  the  Participating  Manufacturers,  the  States  proposed  a 
series  of  legislative  solutions  to  these  common  enforcement  problems.  The 
first  of  these  solutions,  called  "Complementary  Legislation,"  required  any 
Non-Participating  Manufactxirer  selling  cigarettes  into  the  adopting  State  to 
have  a  registered  agent  in  the  State  to  receive  service  of  process.  It  also 
allowed  the  adopting  State  to  maintain  a  directory  of  Non-Participating 
Manufacturers  that  made  the  necessary  escrow  deposits  and,  more 
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importantly,  to  ban  all  other  Non-Participating  Manufacturers  from  that 
State's  markets. 

Then-Attorney  General  Nixon  first  proposed  Complementary 
Legislation  to  the  Missouri  General  Assembly  in  2002,  and  subsequently 
proposed  the  same  legislation  every  year  thereafter.  Despite  those  persistent 
requests,  Missouri  did  not  enact  Complementary  Legislation  until  2010. 
Missouri  was  the  last  State  in  the  country  to  pass  this  legislation,  by  many 
years. 

The  second  legislative  solution,  called  "Allocable  Share  Release  (ASR) 
Repeal,"  prevented  Non- Participating  Manufacturers  from  avoiding  their  full 
escrow  obligations  by  concentrating  their  sales  in  only  a  few  States.  ASR 
Repeal  was  first  proposed  to  our  General  Assembly  by  then-Attorney  General 
Nixon  in  2002  and  every  year  thereafter  until  he  became  Governor.  Since  I 
assumed  the  Office  of  Attorney  General,  I  too  have  implored  the  General 
Assembly  to  pass  ASR  Repeal  in  each  of  the  last  four  years.  Despite  the 
persistent  pleas  of  two  Attorneys  General  over  ten  years,  Missouri  remains 
the  only  State  in  the  nation  not  to  enact  ASR  Repeal. 

Missouri  is  now  engaged  in  a  nationwide  arbitration  between  more 
than  20  Participating  Manufacturers  and  46  States  to  determine  whether  the 
Participating  Manufacturers  are  entitled  to  treble  damages  for  their  market 
share  loss  in  calendar  year  2003.  The  attorneys  in  my  office  have  worked 
aggressively  for  more  than  two  years  to  prevent  Missouri  from  having  to  pay 
any  part  of  these  damages,  presenting  Missouri's  best  defense  before  three 
federal  judges  empanelled  to  decide  the  arbitration.  However,  past  General 
Assemblies'  delay  in  passing  Complementary  Legislation  and  their  decision 
not  to  pass  ASR  repeal  have  significantly  hindered  Missouri's  defense  and 
made  it  all  but  impossible  for  Missouri  to  reach  a  settlement  with  the 
Participating  Manufacturers. 

If  the  Missouri  General  Assembly  had  acted  to  pass  Complementary 
Legislation  when  then-Attorney  General  Nixon  first  proposed  it,  Missouri 
would  have  been  able  to  obtain  service  of  process  on  foreign  Non- 
Participating  Manufacturers  that,  under  the  terms  of  the  legislation,  would 
have  been  forced  to  identify  a  registered  agent  within  the  borders  of  our 
State.  Complementary  Legislation  would  also  have  banned  sales  by  Native 
American  Non-Participating  Manufacturers  that  failed  to  deposit  the 
required  escrow.  Both  of  these  enforcement  issues  are  central  to  the  case 
presently  before  the  arbitration  panel. 
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A  number  of  States  have  negotiated  a  potential  settlement  of  the 
Participating  Manufacturers'  claims  for  market  share  losses  from  2003 
through  2012.  Unfortunately  for  Missouri,  the  passage  of  ASR  Repeal  is  a 
necessary  condition  of  the  proposed  settlement  agreement.  As  Missouri  is  the 
only  State  that  has  refused  to  pass  ASR  Repeal,  the  General  Assembly's 
policy  choice  effectivelj'  prevents  Missouri  from  joining  with  other  States  to 
settle  nine  years'  worth  of  potential  losses  with  the  Participating 
Manufacturers. 

Furthermore,  because  Missouri  was  unable  to  ensure  the  necessary 
escrow  deposits  by  foreign  and  tribal  manufacturers  in  calendar  year  2003 
due  to  prior  General  Assembhes'  decisions  not  to  enact  Complementary 
Legislation  until  2010,  and  because  we  cannot  settle  the  current  arbitration 
under  the  proposed  settlement  terms  in  the  absence  of  ASR  Repeal,  the 
Participating  Manufacturers'  claim  against  Missouri  to  recoup  part  or  all  of 
their  2003  Tobacco  Settlement  payment  will  go  to  verdict  sometime  next  fall. 

The  Office  of  Attorney  General  advised  your  predecessors  every  year  for 
the  last  decade  that  their  legislative  inaction  could  eventually  harm  the 
State.  While  we  hope  our  legal  defenses  will  be  successful,  we  estimate  an 
even  chance  that  the  arbitration  panel  will  fmd  Missouri  did  not  "diligently 
enforce"  its  escrow  statute  in  2003  because  the  State  lacked  the  enforcement 
tools  that  Complementary  Legislation  would  have  provided.  If  the  panel 
rules  against  Missouri,  this  State  will  forfeit  between  21%  and  100%  of  the 
$130  million  Tobacco  Settlement  payment  the  State  previously  received  for 
calendar  year  2003.  That  forfeiture  will  be  deducted  from  the  $130  million 
(projected)  payment  Missouri  anticipates  receiving  in  April  2014.  As  counsel 
for  the  State,  I  am  therefore  formally  putting  this  General  Assembly  on 
notice  of  that  possibility  and  advising  you  to  budget  accordingly. 


CHRIS  KOSTER 

Attorney  General 


cc:     Mike  Price,  House  Appropriations 

Adam  Koenigsfeld,  Senate  Appropriations 


STATE  CIGARETTE  TAX  INCREASES:  EXPLANATIONS  AND  SOURCES  FOR 
PROJECTIONS  OF  NEW  REVENUES  &  BENEFITS 

The  economic  model  developed  jointly  by  the  Campaign  for  Tobacco-Free  Kids  (TFK)  and  the  American 
Cancer  Society  Cancer  Action  Network  (ACS  CAN)  projects  the  increase  in  state  revenues,  public  health 
benefits,  and  health  care  cost  savings  resulting  from  increases  in  state  cigarette  tax  rates.  The 
projections  are  based  on  economic  modeling  by  Frank  Chaloupka,  Ph.D.,  and  John  Tauras,  Ph.D.,  at  the 
Institute  for  Health  Research  and  Policy  at  the  University  of  Illinois  at  Chicago  and  are  updated 
annually. 

The  projections  indicate  that  cigarette  tax  increases  boost  state  cigarette  tax  revenues  and  reduce 
smoking.  When  cigarette  tax  rates  are  increased  by  significant  amounts,  the  higher  amount  of  tax 
collected  per  pack  generates  more  new/  revenue  than  is  lost  from  the  decline  in  pack  sales  caused  by  a 
decline  in  consumption  or  increased  smoker  tax  avoidance  prompted  by  the  price  increase.  The 
projections  are  based,  in  part,  on  research  findings  that  a  10  percent  cigarette  price  increase,  if 
maintained  against  inflation,  reduces  youth  smoking  rates  by  6.5  percent  or  more,  adult  smoking 
prevalence  by  2  percent,  and  total  consumption  by  4  percent.^  ^  ^ 

The  projections  are  fiscally  conservative  because  they  include  generous  adjustments  for  lost  state  pack 
sales  and  the  corresponding  loss  of  state  revenue  caused  by  tax  avoidance  and  tax  evasion.  For  the 
purposes  of  our  modeling,  tax  avoidance  includes  informal  smuggling  by  individual  smokers,  such  as 
obtaining  lower-taxed  or  untaxed  cigarettes  either  legally  or  illegally  across  state  lines,  from  multistate 
internet  sellers,  from  tribal  vendors  not  subject  to  state  taxes,  or  from  other  sources.  Tax  evasion 
refers  to  organized  criminal  smuggling  activity."  Despite  such  practices,  cigarette  tax  increases 
generate  new  revenue  and  reduce  smoking  rates,  which,  in  turn,  reduce  smoking-caused  disease, 
deaths,  and  related  economic  costs. 


^  Chaloupka,  FJ,  "Macro-Social  Influences:  The  Effects  of  Prices  and  Tobacco  Control  Policies  on  the  Demand  for 
Tobacco  Products,"  Nicotine  &  Tobacco  Research,  1999,  and  other  price  studies  at  http://tiBBer.uic.edu/~fjc. 
^  Tauras,  J,  et  al.,  "Effects  of  Price  and  Access  Laws  on  Teenage  Smoking  Initiation:  A  National  Longitudinal 
Analysis,"  Bridging  the  Gap  Research,  ImpacTeen,  April  24,  2001,  and  other  price  studies  at 
http://wv>/w.impacteen.orB. 

'  Chaloupka,  FJ  &  Pacula,  R,  'The  Impact  of  Price  on  Youth  Tobacco  Use,"  Chapter  12  in  National  Cancer 
Institute,  Smoking  and  Tobacco  Control  Monograph  14,  Changing  Adolescent  Smoking  Prevalence,  November 
2001;  International  Agency  for  Research  on  Cancer  (lARC),  Effectiveness  of  Tax  and  Price  Policies  for  Tobacco 
Control,  lARC  Handbooks  of  Cancer  Prevention  in  Tobacco  Control,  Volume  14,  2011. 
"  Farrelly,  M,  et  al.,  "Cigarette  Smuggling  Revisited,"  U.S.  Centers  for  Disease  Control  &  Prevention  (CDC),  in 
press,  and  Farrelly,  M,  et  al..  State  Cigarette  Excise  Taxes:  Implications  for  Revenue  and  Tax  Evasion,  RTI 
International,  2003,  http://wwvtf.rti.org/pubs/8742  Excise  Taxes  FR  5-03.pdf. 
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Econometric  studies  indicate  that  cigarettes  and  other  tobacco  products  are  substitutes  for  one 
another,  meaning  if  cigarette  taxes/prices  are  increased  while  other  tobacco  product  taxes/prices 
remain  unchanged,  some  of  the  reductions  in  cigarette  smoking  would  be  offset  by  increases  in  the  use 
of  other  tobacco  products.^  Equalizing  the  tax  rates  on  other  tobacco  product  taxes  would  reduce  this 
potential  substitution,  as  well  as  reduce  the  use  of  other  tobacco  products,  while  at  the  same  time 
generate  additional  revenue. 

These  projections  incorporate  the  impact  of  annual  background  declines  of  2  percent  on  adult  and  future 
youth  smoking  prevalence  and  2.5  percent  on  pack  sales,  as  well  as  changing  pack  prices.  The 
background  decline  is  the  annual  reduction  in  cigarette  use  that  would  be  expected  to  occur  without  any 
changes  in  the  tax  rate  due  to  other  tobacco  control  policies,  changing  social  norms,  and  a  changing 
tobacco  product  landscape.  It  is  calculated  based  on  trends  in  recent  years  and  current  activity. 
Smoking  and  pack  sale  declines  in  any  particular  state  will  vary  depending  on  its  existing  smoking  rates, 
pack  prices,  and  other  tobacco  prevention,  cessation,  and  industry  activities.  To  be  even  more 
conservative,  the  projected  amounts  have  also  been  rounded  down. 

Despite  all  of  these  adjustments  to  avoid  over-estimates,  the  projections  still  show  that  measurable 
state  cigarette  tax  increases  will  both  significantly  reduce  smoking  levels  and  substantially  increase 
state  revenues.  The  increased  tax  per  pack  will  still  bring  in  more  new  state  revenue  than  is  lost  from 
the  decrease  in  the  number  of  packs  sold  caused  by  consumption  declines,  tax  avoidance,  and 
smuggling  resulting  from  the  tax  increase.  In  those  states  that  apply  their  sales  tax  percentage  to  the 
total  retail  price  of  a  pack  of  cigarettes  (including  the  state  cigarette  tax  amount),  a  cigarette  tax 
increase  will  raise  state  sales  tax  revenues  per  pack,  which  will  offset  sales  tax  revenue  losses  from 
fewer  packs  being  sold.  In  addition,  smokers  who  quit  or  cut  back  will  likely  spend  the  money  they 
previously  spent  on  cigarettes  largely  on  other  goods  on  which  sales  tax  is  collected,  which  further 
increases  state  sales  tax  revenues. 

These  projections  assume  that  the  tax  increase  is  fully  passed  on  to  the  consumer  in  higher  prices,  and 
keeps  up  with  inflation  over  time,  which  is  consistent  with  economic  research  on  the  impact  of 
cigarette  taxes  on  cigarette  prices.^ *  If  a  tax  increase  is  not  fully  passed  on  in  the  form  of  higher 
prices,  but  is  instead  partially  absorbed  by  the  industry,  then  the  reductions  in  smoking  and  its 
consequences  in  response  to  the  tax  increase  will  be  smaller,  while  the  revenues  generated  from  the 
tax  increase  will  be  larger.  Alternatively,  if  cigarette  companies  use  the  tax  increase  as  an  opportunity 
to  raise  net-of-tax  prices  and  the  tax  increase  is  more  than  passed  on,  then  the  reductions  in  smoking 
and  its  consequences  will  be  larger,  while  the  increase  in  revenues  will  be  smaller. 


*  Chaloupka,  FJ  &  Warner,  KE,  "The  Economics  of  Smoking,"  in  Culyer,  AJ  &  Newhouse,  JP,  eds.,  Haridbook  of 
Health  Economics,  Amsterdam:  North-Holland,  2000. 

^  U.S.  Department  of  Health  and  Human  Services  (HHS),  Reducing  Tobacco  Use:  A  Report  of  the  Surgeon  General, 
Atlanta:  HHS,  CDC,  National  Center  for  Chronic  Disease  Prevention  &  Health  Promotion,  Office  on  Smoking  and 
Health,  2000. 
'  Chaloupka,  et  al.,  2000. 

*  HHS,  Preventing  Tobacco  Use  Among  Youth  and  Young  Adults:  A  Report  of  the  Surgeon  General,  Atlanta:  HHS, 
CDC,  National  Center  for  Chronic  Disease  Prevention  &  Health  Promotion,  Office  on  Smoking  and  Health,  2012. 
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The  Starting  price  per  pack  (before  the  proposed  cigarette  tax  increase)  used  in  these  projections 
includes  all  federal  and  state  excise  and  sales  taxes  and,  where  applicable,  local  taxes  (i.e..  New  York 
City's  $1.50  per  pack  tax  is  factored  into  the  overall  New  York  State  price  per  pack).  The  prices  are 
based  on  data  from  The  Tax  Burden  on  Tobacco,  2012,^  reports  of  state  cigarette  tax  increases,  media 
reports  on  tobacco  company  price  changes,  the  USDA  Economic  Research  Service,  the  U.S.  Bureau  of 
Labor  Statistics  (for  inflation  adjustments),  and  the  U.S.  Federal  Trade  Commission's  Cigarette  Report 
for  2011^°  (to  adjust  prices  for  retailer-based  discounts,  promotions,  and  coupons).  The  projections 
assume  that  the  state  will  follow  standard  practice  and  apply  the  cigarette  tax  increase  to  all  previously 
tax-stamped  or  otherwise  tax-paid  cigarettes  held  in  inventory  by  wholesalers  or  retailers  on  the 
effective  date  of  the  increase.  Failing  to  tax  such  cigarettes  held  in  inventory  would  open  the  door  to 
massive  pre-increase  stockpiling  by  retailers  and  wholesalers  to  evade  the  increase,  delaying  and 
reducing  the  amount  of  new  state  revenues. 

The  projected  adult  and  youth  smoking  and  smoking-harmed  birth  declines,  and  related  mortality 
reductions  are  calculated  by  applying  the  above  findings  regarding  the  effects  of  tax  and  price  increases 
to  the  number  of  current  adult  smokers  in  each  state  and  to  estimates  of  the  number  of  youth  (under  18 
years  old)  alive  today  in  each  state  who  will  become  adult  smokers  and  the  number  projected  to  die 
from  smoking." 

The  projected  five-year  savings  from  fewer  smoking-caused  heart  attacks  and  strokes,  fewer  smoking- 
affected  pregnancies  and  related  birth  complications,  and  fewer  lung  cancer  cases  show  just  some  of  the 
many  substantial  savings  from  the  smoking  reductions  prompted  by  a  tax  increase  that  begin  to  accrue 
immediately.  The  projected  five-year  lung  cancer  cost  savings  as  a  result  of  adult  smokers  quitting  due 
to  the  tax  increase  takes  into  account  the  relative  risk  of  developing  lung  cancer  among  quitters  and  the 
number  of  lung  cancer  deaths  attributable  to  smoking. These  savings  will  increase  steadily  in 
subsequent  years.  The  projected  five-year  smoking-affected  pregnancy  and  birth  savings  accrue  from 
declines  in  smoking  among  pregnant  women  and  corresponding  reductions  in  smoking-caused  birth 


'  Orzechowski  and  Walker,  The  Tax  Burden  on  Tobacco,  2012,  47,  Arlington,  VA:  Orzechowski  and  Walker,  2013. 
*°  Federal  Trade  Commission,  Federal  Trade  Commission  Cigarette  Report  for  2011,  May  2013.  Available  at 
http://www.ftc.gov/repQrts/federal-trade-commission-cigarette-report-2011. 

CDC,  "Smoking  During  Pregnancy— United  States,  1990-2002,"  Morbidity  and  Mortality  Weekly  Report 
(MMWR)  53(39):911-915,  October  8,  2004,  http://www.cdc.gov/mmwr/PDF/wk/mm5339.pdf. 
"  CDC,  "Annual  Smoking-Attributable  Mortality,  Years  of  Potential  Life  Lost,  and  Economic  Costs— United  States 
1995-1999,"  MMWR  51(14):300-03,  April  11,  2002,  www.cdc.gov/mmwr/preview/mmwrhtml/mm5114a2.htm. 
"  CDC,  "Annual  Smoking-Attributable  Mortality,  Years  of  Potential  Life  Lost,  and  Economic  Costs— United  States 
2000-2004,"  MMWR  57(45):1226-1228,  November  14,  2008, 
http.7/www. cdc.gov/mmwr/preview/mmwrhtml/mm5745a3. htm. 

"  CDC,  "Projected  Smoking-Related  Deaths  Among  Youth— United  States,"  MMWR  45(44):971-974,  November 
11, 1996,  http://www.cdc.gov/mmwr/preview/mmwrhtml/00044348.htm,  for  data  on  relative  death  risks  of 
smokers,  nonsmokers,  and  former  smokers. 

"  Chang,  S,  et  al.,  "Estimating  the  cost  of  cancer:  results  on  the  basis  of  claims  data  analyses  for  cancer  patients 
diagnosed  with  seven  types  of  cancer  during  1999  to  2000,"  Journal  of  Clinical  Oncology  22{17):3524-30, 
September  2004. 

Khuder,  SA  &  Mutgi,  AB,  "Effect  of  smoking  cessation  on  major  histologic  types  of  lung  cancer,"  Chest 
120{5):1577-83,  November  2001. 
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complications  and  related  health  care  costs  for  the  children  in  their  first  year  or  life."  The  five-year 
heart  attack  and  stroke  savings  projections  show  the  estimated  reductions  in  smoking-caused  health 
care  expenditures  from  reduced  smoking-caused  heart  attacks  within  the  first  five  years  after  the  tax 
increase/* 

Because  of  research  and  data  limitations,  it  is  not  yet  possible  to  estimate  total  health  care  cost  savings 
in  each  year  following  a  cigarette  tax  increase,  or  even  to  provide  reasonable  estimates  of  the  total 
health  care  savings  over  the  first  five  or  ten  years.  Since  many  smoking-related  diseases  take  years  to 
develop,  smoking-caused  health  care  cost  savings  from  a  cigarette  tax  increase  will  be  relatively  small 
in  the  first  year  after  an  increase;  however,  they  grow  quickly.  The  projected  long-term  total  health 
care  cost  savings  from  reducing  the  number  of  future  youth  and  current  adult  smokers  accrue  over  the 
lifetimes  of  youth  (under  18  years  old)  alive  in  the  state  today  who  quit  or  don't  start  because  of  the 
tax  increase  and  over  the  lifetimes  of  current  adult  smokers  who  quit  because  of  the  tax  increase. 
Smokers'  lifetime  health  care  costs  average  at  least  $17,500  higher  than  nonsmokers  (in  2004  dollars), 
despite  shorter  life  spans.  However,  the  savings  per  adult  quitter  are  less  than  that  amount  (at  least 
$9,500  in  2004  dollars)  because  adult  smokers  have  already  been  significantly  harmed  by  their  smoking 
and  have  already  incurred  or  locked-in  extra  future  smoking-caused  health  costs. ^°  " 

The  five-year  savings  to  the  state  Medicaid  program  are  estimated  based  on  the  number  of  adult 
Medicaid  recipients  expected  to  quit  due  to  the  tax  increase  and  the  costs  averted  per  quitting 
Medicaid  recipient.^"  Estimates  for  adults  enrolled  in  state  Medicaid  programs  include  the  additional 
expected  enrollment  in  states  that  expanded  their  Medicaid  eligibility  as  part  of  the  Affordable  Care 
Act"  and  adults  who  were  previously  eligible  under  existing  rules  and  are  expected  to  enroll  in  2014, 


"  Miller,  D,  et  al.,  "Birth  and  First-Year  Costs  for  Mothers  and  Infants  Attributable  to  Maternal  Smoking," 
Nicotine  &  Tobacco  Research  3:25-35,  2001;  and  state  pregnancy-smoking  and  birth  data. 
"  Lightwood  &  Glantz,  "Short-Term  Economic  and  Health  Benefits  of  Smoking  Cessation  -  Myocardial  Infarction 
and  Stroke,"  Circulation  96(4),  August  19, 1997. 

Kabir,  et  al.,  "Coronary  Heart  Disease  Deaths  and  Decreased  Smoking  Prevalence  in  Massachusetts,  1993- 
2003,"  American  Journal  of  Public  Health  98(8):1468-69,  August  2008. 

^°  Hodgson,  TA,  "Cigarette  Smoking  and  Lifetime  Medical  Expenditures,"  The  Milbank  Quarterly  70(1),  1992. 
CDC,  "Projected  Smoking-Related  Deaths  Among  Youth— United  States,"  MMWR  45(44):971-974,  November  8, 
1996,  http://www.cdc.BOv/mmwr/preview/mmwrhtml/00044348.htm. 

^'  Nusselder,  W,  et  al.,  "Smoking  and  the  Compression  of  Morbidity,"  Epidemiology  &  Community  Health,  2000. 
"  Warner,  K,  et  al.,  "Medical  Costs  of  Smoking  in  the  United  States:  Estimates,  Their  Validity,  and  Their 
Implications,"  Tobacco  Control  &(3):290-300,  Autumn  1999, 
http://tc.bmjjournals.com/content/vol8/issue3/index.5html. 

"  CDC,  "Annual  Smoking-Attributable  Mortality,  Years  of  Potential  Life  Lost,  and  Economic  Costs— United  States 
2000-2004,"  MMWR  57(45):1226-1228,  November  14,  2008, 
http://www.cdc.gOv/mmwr/preview/m  mwrhtml/mm5745a3.htm. 

"  Miller,  LS,  et  al.,  "State  estimates  of  Medicaid  expenditures  attributable  to  cigarette  smoking,  fiscal  year 
1993,"  Public  Health  Reports  113(2):140-51, 1998. 

"  States  considered  to  have  expanded  their  Medicaid  eligibility  are  those  noted  to  be  "Implementing  expansion 
in  2014,"  according  to:  Kaiser  Family  Foundation,  "Status  of  State  Action  on  the  Medicaid  Expansion  Decision, 
2014."  January  28,  2014.  Available  at  http://kff.org/health-reform/state-indicator/state-activitv-around- 
expanding-medicaid-under-the-affordable-care-act/. 
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2015,  and  2016.  The  projected  Medicaid  cost  savings  are  calculated  using  per  capita  adult  Medicaid 
spending  data^^  and  separately  take  into  account  the  costs  of  newly-eligible  adult  Medicaid  enrollees, 
previously-eligible  but  newly-enrolled  adult  Medicaid  beneficiaries,  adult  Medicaid  beneficiaries 
enrolled  before  2014,  as  well  as  future  projected  cost  increases.  Additional  data  and  cost  analyses 
were  provided  through  correspondence  by  Matthew  Buettgens,  Ph.D.,  and  Hanna  Recht  at  the  Urban 
Institute."  The  proportion  of  the  state  Medicaid  program's  projected  cost  savings  that  would  accrue 
to  the  state  government  are  calculated  based  on  the  state's  Federal  Medical  Assistance  Percentage 
(FMAP),  calculated  separately  for  newly-eligible  and  previously-eligible  enrollees.  Only  the  projected 
cost  savings  that  would  accrue  to  the  state  government  are  reported. 

All  projected  savings  have  been  adjusted  to  2014  dollars,  using  the  Consumer  Price  Index  for  Medical 
Care  (MCPI).  Forecasted  costs  are  estimated  using  the  average  of  the  difference  between  annual 
medical  inflation  and  annual  inflation  that  occurred  between  the  years  2007  and  2012.  These 
projections  do  not  include  a  range  of  additional  short  and  long-term  savings  from  other  declines  in 
smoking-caused  health  problems  and  other  smoking-caused  costs.^* 

Projections  for  cigarette  tax  increases  much  higher  than  $1.00  per  pack  are  limited,  especially  for  states 
with  relatively  low  current  tax  rates,  because  of  the  lack  of  research  on  the  effects  of  larger  cigarette 
tax  increase  amounts  on  consumption  and  prevalence.  Projections  for  cigarette  tax  increases  much 
lower  than  $1.00  per  pack  are  also  limited  because  small  tax  increases  are  unlikely  to  produce 
significant  public  health  benefits. 

February  17, 2014 

Projections  change  when  new  data  or  research  findings  become  available  and  the  underlying  data  and 
methodologies  are  updated  or  revised. 

Please  direct  questions  to: 

Campaign  for  Tobacco-Free  Kids:  Ann  Boonn,  aboonn@tobaccofreekids.org 

American  Cancer  Society  Cancer  Action  Network:  Melissa  Maitin-Shepard,  Melissa. Maitin- 

Shepard@cancer.org 

Campaign  for  Tobacco-Free  Kids'  resources  on  state  tobacco  tax  increases: 
http://www.tobaccofreekids.org/what_we_do/state_local/taxes/ 
http://www.tobaccofreekids.org/facts_issues/fact  sheets/policies/tax/us  state  local/ 

American  Cancer  Society  Cancer  Action  Network's  resources  on  tobacco  taxes: 
http://acscan.org/tobacco/taxes 


Projected  current  and  future  costs  are  extrapolated  from  FY  2010  per  capita  Medicaid  spending  estimates 
from  the  Kaiser  Family  Foundation.  State  Health  Facts.  Available  at  http://kff.orK/medicaid/state- 
indicator/medicaid-payments-per-enrollee/. 

Buettgens,  M,  et  al.,  Eligibility  for  Assistance  and  Projected  Changes  in  Coverage  Under  the  ACA:  Variation 
Across  States,  October  2013,  http;//www. urban.org/publications/412918. html. 

See,  e.g.,  U.S.  Department  of  the  Treasury,  The  Economic  Costs  of  Smoking  in  the  U.S.  and  the  Benefits  of 
Comprehensive  Tobacco  Legislation,  1998. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of  Higher 
Education,  the  Department  of  Public  Safety,  the  Department  of  Transportation,  the 
Missouri  Senate,  Adair  County,  Boone  County,  Callaway  County,  Cass  County, 
Clay  County,  Greene  County,  Jackson  County  Legislators,  Jasper  County,  St. 
Charles  County,  St.  Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the 
City  of  Columbia,  the  City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the 
City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the 
City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains, 
Cape  Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI 
School  District,  Linn  State  Technical  College,  Metropolitan  Community  College, 
University  of  Missouri,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  government  revenue  will  increase  by  approximately  $150  million  annually  from  the 
tax  changes  in  this  proposal.  State  government  revenue  from  the  Master  Settlement 
Agreement  may  decrease  by  an  unknown  amount  annually  up  to  approximately  $135 
million  depending  on  dispute  and  litigation  outcomes.  The  potential  fiscal  impact  to  local 
governments  is  unknown. 
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Subject 

Truly  Agreed  To  and  Finally  Passed  House  Joint  Resolution  Nos.  11  &  7.  (Received 
May  22,  2013) 

Date 

June  10,  2013 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Natural  Resources,  the  Department 
of  Revenue,  the  Department  of  Conservation,  the  Office  of  Administration,  and  the 
Secretary  of  State's  office. 

Wes  Shoemyer  provided  information  as  an  opponent  to  the  joint  resolution  to  the  State 
Auditor's  office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  they  do  not  anticipate  any  direct 
fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Revenue  indicated  this  resolution  will  have  no  impact 
on  their  department. 

Officials  from  the  Department  of  Conservation  indicated  that  the  fiscal  impact  this 

proposal  would  have  on  their  department  is  unknown,  with  it  being  likely  less  than 
$100,000  negative  fiscal  impact.  The  officials  said  the  department  is  unable  to  determine 
any  fiscal  impact  related  to  federal  funding. 


Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  on  their  office. 

Officials  from  the  Secretary  of  State's  office  indicated: 

Unless  a  special  election  is  called  for  the  purpose,  Joint  Resolutions  proposing  a 
constitutional  amendment  are  submitted  to  a  vote  of  the  people  at  the  next  general 
election.  Article  XII  section  2(b)  of  the  Missouri  Constitution  authorizes  the  governor  to 
order  a  special  election  for  constitutional  amendments  referred  to  the  people.  If  a  special 
election  is  called  to  submit  a  Joint  Resolution  to  a  vote  of  the  people,  section  115.063.2 
RSMo  requires  the  state  to  pay  the  costs.  The  cost  of  the  special  election  has  been 
estimated  to  be  $7.1  million  based  on  the  cost  of  the  2012  Presidential  Preference 
Primary.  This  figure  was  determined  through  analyzing  and  totaling  expense  reports 
from  the  2012  Presidential  Preference  Primary  received  from  local  election  authorities. 

The  Secretary  of  State's  office  is  required  to  pay  for  publishing  in  local  newspapers  the 
full  text  of  each  statewide  ballot  measure  as  directed  by  Article  XII,  Section  2(b)  of  the 
Missouri  Constitution  and  Section  116.230-116.290,  RSMo.  The  Secretary  of  State's 
office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal  activity 
resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted  each  year 
depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in  odd 
numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to  meet 
these  requirements.  The  appropriation  has  historically  been  an  estimated  appropriation 
because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures  approved  by  the 
General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In  FY  2013,  at  the 
August  and  November  elections,  there  were  5  statewide  Constitutional  Amendments  or 
ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of  $434,000  per  issue). 
Therefore,  the  Secretary  of  State's  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  we  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Wes  Shoemyer  provided  the  following  information  as  an  opponent  to  the  joint  resolution 
to  the  State  Auditor's  office. 


Proposed  Statement  of  Fiscal  Impact 


for  HJR  Nos.  11  &  7 


On  May  22,  HJR  Nos.  11  &  7  was  received  by  both  the  Secretary  of  State  and  the  State 
Auditor.  The  joint  resolution  would  amend  article  I  of  the  Constitution  of  Missouri  by 
creating  a  new  section  that  forever  guarantees  the  right  of  farmers  and  ranchers  in  the 
state  to  engage  in  farming  and  ranching  practices.  Specifically,  the  joint  resolution  would 
add  new  section  35  to  read  as  foUows: 

That  agriculture  which  provides  food,  energy,  health  benefits,  and  security  is 
the  foundation  and  stabilizing  force  of  Missouri's  economy.  To  protect  this 
vital  sector  of  Missouri's  economy,  the  right  of  farmers  and  ranchers  to 
engage  in  farming  and  ranching  practices  shall  be  forever  guaranteed  in  this 
state,  subject  to  duly  authorized  powers,  if  any,  conferred  by  article  VI  of  the 
Constitution  of  Missouri. 

Fiscal  Impact  Summary 

While  the  fiscal  impact  of  the  proposed  amendment  cannot  be  determined  precisely  there  is 
a  strong  HkeUhood  of  significant,  negative  long-term  fiscal  impacts  including: 

•  Unknown,  but  potentially  significant,  costs  for  the  courts,  the  Attorney  General,  and 
district  attorneys  due  to  litigation  resulting  from  alleged  violations  of  this 
constitutional  amendment  or  declaratory  actions  intended  to  clarify  the  scope  of  the 
rights  guaranteed  by  the  amendment;  and 

•  The  potential  loss  of  millions  of  dollars  of  federal  funds  currently  given  to  state 
agencies  in  connection  with  implementation  of  federal  laws. 

Information  Submitted  Pursuant  to  Section  23.140.2 

The  cost  of  the  proposed  amendment  to  the  state  for  the  next  two  fiscal  years  could  be 
substantial  due  to  increased  litigation  and  loss  of  federal  funding  to  some  state  agencies. 
Indeed,  such  negative  fiscal  impacts  have  the  potential  to  have  long-range  implications 
beyond  a  two-year  period. 

Potential  Increase  in  Costs  Associated  with  Litigation 

The  constitutional  amendment  proposed  by  HJR  Nos.  11  &  7  will  likely  open  the  door  to 
costly  legal  challenges  claiming  that  government  actions  concerning  any  subject  matter 
that  even  tangentially  impacts  "farming  and  ranching  practices"  violate  the  state 
constitution.  Examples  include: 

•  Whether  a  state  law  or  regulation  that  imposes  requirements  on  farms  or  ranches 
for  the  protection  of  the  environment  (e.g.  requirements  relating  to  animal  waste 


management,  nutrient  management,  and  air  pollution)  unlawfully  infringes  upon 
the  right  of  farmers  and  ranchers  to  "engage  in  farming  and  ranching  practices"; 

•  Whether  a  state  law  or  regulation  relating  to  odor  emissions  from  farms  and  ranches 
unlawfully  infringes  upon  the  right  of  farmers  and  ranchers  to  "engage  in  farming 
and  ranching  practices"; 

•  Whether  a  state  law  or  regulation  that  requires  construction  and  operating  permits 
for  farms  or  ranches  (including  requirements  relating  to  buffer  distances  and 
neighbor  notification)  unlawfully  infringes  upon  the  right  of  farmers  and  ranchers  to 
"engage  in  farming  and  ranching  practices"; 

•  Whether  a  state  law  or  regulation  relating  to  food  safety  requirements  (e.g. 
requirements  relating  to  the  sale  of  eggs  or  prohibitions  relating  to  adulteration  of 
food  products)  unlawfully  infringes  upon  the  right  of  farmers  and  ranchers  to 
"engage  in  farming  and  ranching  practices"; 

•  Whether  a  state  law  prohibiting  cruelty  to  animals  unlawfully  infringes  upon  the 
right  of  farmers  and  ranchers  to  "engage  in  farming  and  ranching  practices";  and 

•  Whether  a  state  labor  law  or  labor  regulation  that  applies  to  farming  and  ranching 
businesses  unlawfully  infringes  upon  the  right  of  farmers  and  ranchers  to  "engage  in 
farming  and  ranching  practices. 

•  Whether  state  statutory  and  regulatory  framework  regulating  the  treatment  of  dogs 
at  puppy  mills/large-scale  dog  breeding  operations  (e.g.  Missouri's  Canine  Cruelty 
Prevention  Act)  unlawfully  infringes  upon  the  right  of  farmers  and  ranchers  to 
"engage  in  farming  and  ranching  practices." 

Under  these  circumstances,  the  state  would  incur  significant  additional  costs  to  process  and 
hear  these  cases.  The  Attorney  General  and  local  district  attorneys  may  also  incur  costs  as 
those  ofiBces  review  and  respond  to  allegations  of  violations  of  the  amendment  and  actions 
for  declaratory  judgment.  The  magnitude  of  these  various  costs  is  unknown  but  would 
likely  be  significant  given  the  sweeping  and  vague  nature  of  the  constitutional  amendment, 
depending  on  the  number  of  cases  filed  and  how  they  are  adjudicated  by  the  courts. 

Loss  of  Federal  Funding  to  State  Agencies 

The  proposed  amendment  could  also  result  in  the  loss  of  millions  of  dollars  of  federal 
funding  to  state  agencies  charged  with  implementing  federal  law  within  the  state.  For 
example,  the  Missouri  Department  of  Natural  Resources  ("DNR"),  through  agreement  with 
the  federal  Environmental  Protection  Agency  ("EPA"),  is  charged  with  carrying  out  the 
requirements  of  federal  environmental  laws  such  as  the  Clean  Water  Act  and  the  Clean  Air 
Act.  According  to  the  DNR's  FY  2014  Budget  Request  Governor's  Recommendations,  $25.6 
million  of  federal  funds  are  needed  to  perform  Water  Protection  Operations  and  Water 
QuaUty  Studies  Private  Sector  Development  in  Missouri.  The  federal  Clean  Water  Act  and 
federal  Safe  Drinking  Water  Act  are  the  primary  authorities  listed  for  these  activities.  An 
additional  $5.8  million  was  requested  to  fund  the  Missouri  Department  of  Environmental 
Quality's  Environmental  Services  Operations  for  FY  2014.  The  Environmental  Services 
Program  takes  joint  authorization  from  the  Federal  Clean  Air  Act,  the  Federal  Clean  Water 
Act,  and  the  Federal  Safe  Drinking  Water  Act. 

If  state  enforcement  of  environmental  laws  were  found  to  infringe  on  the  constitutionally- 
protected  right  of  farmers  and  ranchers  to  "engage  in  farming  and  ranching  practices,"  the 


DNR  would  no  longer  be  able  to  implement  these  programs  and  the  EPA  would  have  to  take 
over,  resulting  in  a  loss  of  millions  in  federal  funding. 

Other  factors 

The  proposed  amendment  would  neither  establish  a  new  program  or  agency  nor  duplicate 
an  existing  program  or  agency.  However,  as  discussed  above,  the  proposed  amendment  has 
the  potential  to  substantially  affect  state  agencies  such  as  the  Department  of  Natural 
Resources  via  removal  of  milhons  of  dollars  of  federal  funding  given  each  year  for  the 
purpose  of  executing  federal  environmental  law  mandates. 

The  proposed  amendment  is  not  a  federal  mandate. 

No  new  program  or  agency  is  being  created;  therefore,  there  is  no  new  program  or  agency 
that  will  have  a  direct  fiscal  impact  on  any  political  subdivision  of  the  state. 

No  new  physical  facihties  will  be  required  by  the  proposed  amendment. 

The  proposed  amendment  has  the  potential  to  have  a  significant  negative  impact  on  small 
businesses  in  Missouri.  For  example,  there  are  numerous  consulting  firms  throughout 
Missouri  that  assist  businesses,  including  farms  and  ranches,  with  statutory  and  regulatory 
comphance  relating  to  state  environmental,  labor,  and  safety  laws.  If  these  laws  are  found 
to  infringe  on  a  constitutionally-protected  right  to  engage  in  farming  and  ranching 
practices,  these  small  firms  could  potentially  lose  a  significant  portion  of  their  business. 


Fiscal  Note  Summary 

The  potential  costs  or  savings  to  governmental  entities  are  unknown,  but  likely  limited  unless  the 
resolution  leads  to  increased  litigation  costs  and/or  the  loss  of  federal  funding. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-HJR  16) 


Subject 

Truly  Agreed  To  and  Finally  Passed  House  Joint  Resolution  No.  16.  (Received  May  22, 
2013) 

Date 

June  10,  2013 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November,  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Revenue,  the  Office  of  Administration,  the  Office  of  State  Courts 
Administrator,  the  Secretary  of  State's  office,  the  Office  of  the  State  Public  Defender, 
and  the  Missouri  Office  of  Prosecution  Services. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Revenue  indicated  this  resolution  will  have  no  impact 
on  their  department. 

Officials  from  the  Office  of  Administration  indicated  this  proposal  will  have  no  fiscal 
impact  on  their  office. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Secretary  of  State's  office  indicated: 

Unless  a  special  election  is  called  for  the  purpose,  Joint  Resolutions  proposing  a 
constitutional  amendment  are  submitted  to  a  vote  of  the  people  at  the  next  general 
election.  Article  XII  section  2(b)  of  the  Missouri  Constitution  authorizes  the  governor  to 
order  a  special  election  for  constitutional  amendments  referred  to  the  people.  If  a  special 
election  is  called  to  submit  a  Joint  Resolution  to  a  vote  of  the  people,  section  115.063.2 


RSMo  requires  the  state  to  pay  the  costs.  The  cost  of  the  special  election  has  been 
estimated  to  be  $7.1  million  based  on  the  cost  of  the  2012  Presidential  Preference 
Primary.  This  figure  was  determined  through  analyzing  and  totaling  expense  reports 
from  the  2012  Presidential  Preference  Primary  received  from  local  election  authorities. 

The  Secretary  of  State's  office  is  required  to  pay  for  publishing  in  local  newspapers  the 
full  text  of  each  statewide  ballot  measure  as  directed  by  Article  XII,  Section  2(b)  of  the 
Missouri  Constitution  and  Section  116.230-116.290,  RSMo.  The  Secretary  of  State's 
office  is  provided  with  core  funding  to  handle  a  certain  amount  of  normal  activity 
resulting  from  each  year's  legislative  session.  Funding  for  this  item  is  adjusted  each  year 
depending  upon  the  election  cycle  with  $1.3  million  historically  appropriated  in  odd 
numbered  fiscal  years  and  $100,000  appropriated  in  even  numbered  fiscal  years  to  meet 
these  requirements.  The  appropriation  has  historically  been  an  estimated  appropriation 
because  the  final  cost  is  dependent  upon  the  number  of  ballot  measures  approved  by  the 
General  Assembly  and  the  initiative  petitions  certified  for  the  ballot.  In  FY  2013,  at  the 
August  and  November  elections,  there  were  5  statewide  Constitutional  Amendments  or 
ballot  propositions  that  cost  $2.17  million  to  publish  (an  average  of  $434,000  per  issue). 
Therefore,  the  Secretary  of  State's  office  assumes,  for  the  purposes  of  this  fiscal  note, 
that  it  should  have  the  full  appropriation  authority  it  needs  to  meet  the  publishing 
requirements.  However,  because  these  requirements  are  mandatory,  we  reserve  the  right 
to  request  funding  to  meet  the  cost  of  our  publishing  requirements  if  the  Governor  and 
the  General  Assembly  change  the  amount  or  eliminate  the  estimated  nature  of  our 
appropriation. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  total  estimated 
costs  for  their  agency  would  be  $1,375,237  for  fiscal  year  2014,  $1,547,518  for  fiscal 
year  2015,  and  $1,565,436  for  fiscal  year  2016. 

They  indicated  this  House  Joint  Resolution  will  have  an  impact  on  their  system.  The 
claim,  they  believe,  is  that  only  20%  of  these  cases  are  now  being  charged.  If  the  number 
is  increased  from  20%  being  charged  to  100%  being  charged  that  is  a  five-fold 
increase.  The  question  is  5  times  what  number  -  Of  all  our  statutory  sex  cases?  or  of  all 
statutory  sex  cases  with  propensity  evidence?  It  is  not  clear  what  the  claim  is.  But 
certainly  they  think  it's  safe  to  say  the  joint  resolution  will  have  an  impact  on  their 
system. 

In  fiscal  year  2012,  their  office  provided  representation  in  496  statutory  sex  cases.  These 
cases  are  generally  charged  as  A/B  Felony  cases.  Per  NAC  standards  attorney  time  can 
provide  representation  in  150  felonies  each  year.  If  you  assume  just  80%  are  now 
charged  rather  than  20%  an  additional  1984  statutory  sex  cases  could  be  charged.  1984 
sex  cases  divided  by  150  sex  cases  per  year  per  attorney  yields  an  additional  13  public 
defender  attorneys.  The  cost  of  13  additional  attorneys  and  adequate  support  and  the 
expense  and  equipment  to  support  them  is  approximately  $1.5  million. 


Officials  from  the  Missouri  Office  of  Prosecution  Services  indicated  no  measurable 
fiscal  impact  to  their  office. 

Fiscal  Note  Summary 

If  more  resources  are  needed  to  defend  increased  prosecutions  additional  costs  to  governmental 
entities  could  be  at  least  $1.4  million  annually,  otherwise  the  fiscal  impact  is  expected  to  be 
limited. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-HJR  72) 


Subject 

Truly  Agreed  To  and  Finally  Passed  House  Joint  Resolution  No.  72.  (Received  May  30, 
2014) 

Date 

June  23,  2014 
Description 

This  proposal  would  amend  Article  IV  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  they  defer  to  the  Office  of 
Administration  fiscal  note  estimate  for  this  bill. 

Officials  from  the  Department  of  Economic  Development  indicated  there  doesn't 
appear  to  be  a  cost  or  savings  associated  with  the  HJR;  however,  there  could  potentially 
be  an  issue  with  the  "equal  quarterly  allotments." 

Currently  the  Tourism  appropriation  has  quarterly  allotments  set  up  as  40/20/20/20.  This 
is  due  to  the  amount  of  expenditures  that  are  processed  during  the  first  quarter  of  each 
fiscal  year.  For  Tourism  it  is  a  timing  issue  related  to  their  marketing  campaign.  Those 
expenses  are  incurred  toward  the  end  of  one  fiscal  year,  but  invoices  are  not  received 
until  the  July/August  timeframe  which  is  the  following  fiscal  year.  In  order  to  have 
sufficient  funds  to  make  those  payments,  more  allotment  is  required  at  the  beginning  of 
the  fiscal  year. 

Officials  from  the  Department  of  Higher  Education  indicated  there  would  be  no  direct 
fiscal  impact  on  the  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  an  unknown 
impact.  The  impact  on  their  department  cannot  be  quantified. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  the  fiscal  impact  of  this  house 
joint  resolution  on  their  department  is  unknown  and  cannot  be  quantified.  There  may  be 
some  issues  with  dealing  with  appropriations  that  are  not  expended  in  equal  quarterly 

increments.  This  could  affect  a  couple  of  appropriations  in  the  department.  It  could  also 
have  an  impact  on  encumbering  funds  for  long-term  contracts  such  as  for  food  that  have 
to  be  bid  in  advance  in  order  to  ensure  delivery  in  the  4th  quarter  of  the  year. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  an 
unknown  estimated  net  effect  on  federal  funds  and  no  fiscal  impact  on  state  and  local 
funds. 


There  are  scenarios  in  which  a  1^  quarter  allocation  of  25%  of  the  appropriation  would 
not  be  adequate,  however,  it  is  not  possible  to  know  if  or  when  those  scenarios  would 
occur.  Having  the  1**'  quarter  allocation  set  at  40%  of  the  appropriation  has  allowed  the 
DOLIR  to  deal  with  a  majority  of  issues  in  the  past. 

If  allocations  were  set  at  25%  each  quarter  instead  of  frontloading  the  allocations  with 
40%  in  the  1^'  quarter  and  20%  for  each  quarter  thereafter,  DOLIR  anticipates  the 
following  potentially  negative  effects: 

1.  For  small  appropriations,  a  small  encumbrance  or  one  large  expenditure  in  the  first 
quarter  could  easily  cause  over  25%  of  the  appropriation  to  be  committed. 

2.  There  are  "special"  situations  where  DOLIR  has  to  move  allotments  as  a  part  of 
doing  regular  business.  For  example: 

•  The  Federal  Interest  Payments  (0949)  is  paid  once  a  year  in  the  first  quarter  of 
the  state  fiscal  year  (last  quarter  of  the  federal  fiscal  year).  As  long  as  there  is 
an  interest  payment,  allocations  will  most  likely  have  to  be  moved  to  cover  this 
payment. 

•  Line  of  Duty  payments  are  unpredictable  (Approp  T167  and  5544). 

•  In  FY  2015,  the  DWC  Admin  Work  Comp  E&E  (fund  0652,  approp  0693) 
includes  funding  for  the  DWC  Computer  Modernization  Project.  If  a  contract 
is  established  and  encumbered  for  this  project  in  the  first  two  quarters, 
allocations  will  have  to  be  adjusted. 

3.  Cash  availability 

•  Cash  from  federal  and  other  sources  is  not  always  available  in  quarterly 
allotments.  Sometimes  one  appropriation  will  have  to  be  hit  harder  in  one 
quarter  and  less  in  another  quarter. 

•  If  cash  for  the  Second  Injury  Fund  Claims  payments  (fund  0939,  approp  4636) 
would  be  available  at  the  rate  of  30%  or  35%  of  the  appropriation  in  the  1^' 
quarter  of  the  state  fiscal  year,  DOLIR  would  need  the  ability  to  be  able  to  pay 
the  cash  out  in  claims  instead  of  holding  until  the  next  quarter. 

Given  these  scenarios,  if  the  1**'  quarter's  allotment  was  set  at  25%  of  the  appropriation, 
DOLIR  assumes  there  would  be  an  increased  need  to  move  allotments  forward. 

Officials  from  the  Department  of  Revenue  indicated  this  legislation  may  have  a  fiscal 
impact  on  their  department.  The  changes  allow  the  General  Assembly  to  accept  or  reject 

reductions  of  appropriations  of  money.  If  an  entity  does  business  with  small  a  business, 
and  that  entity's  appropriations  is  reduced — that  entity  may  not  be  able  to  contract  with  a 
small  business. 

The  proposed  changes  will  not  affect  the  amount  of  money  brought  into  the  total  state 
revenue.  It  will  change  how  the  money  is  spent. 


Section  27(3):  allows  the  General  Assembly  to  accept  or  reject  reductions  of  appropriated 
money  proposed  by  the  governor. 

Section  24:  The  governor  can  no  longer  consider  new  revenues  from  proposed 
legislation.  Unspent  fund  balances  from  the  prior  year  may  be  included  in  the  estimate. 

Section  27  (1).  The  governor  cannot  reduce  expenditures  for  the  payment  of  principal  and 
interest  on  public  debt. 

Section  27  (2).  The  governor  is  required  to  notify  the  general  assembly  when  any 
appropriation  will  not  be  expended  in  equal  quarterly  allotments. 

Section  27(3):  the  General  Assembly  will  now  have  the  power  to  accept  or  reject  the 
amount  of  appropriations  to  the  Department  of  Revenue,  potentially  changing  the 
department's  budget. 

Officials  from  the  Department  of  Public  Safety  indicated  they  have  some  concerns 
regarding  HJR  72: 

Payments  they  issue  for  the  programs  they  manage  have  times  when  the  number  of 
payments  and  total  reimbursement  amount  for  these  payments  surge,  especially  in  their 
Crime  Victim  Compensation  Program,  and  there  may  not  be  the  appropriate  level  of 
appropriation  allotment  available  to  process  those  reimbursement  to  their  victims  of 
crime. 

Another  area  where  they  have  concern  is  with  their  POST  Distribution,  which  is  the 
distribution  of  funds  for  POST  certified  training  for  the  state's  police  officers  to  maintain 
their  certification.  The  funds  are  collected  during  the  entire  fiscal  year,  and  then  have  to 
be  paid  out  by  October  1  of  the  following  fiscal  year,  per  rules  in  place.  The  distribution 
of  funds  due  out  October  1  would  not  be  possible  with  equal  quarterly  appropriation 
allotments. 

Other  divisions  are  concerned  there  may  be  an  impact  on  federal  fund  appropriations,  if 
there  is  a  need  to  wait  for  session,  in  penalties. 

Officials  from  the  Department  of  Social  Services  indicated  this  ballot  proposal  has  no 
direct  fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 


Officials  from  the  Office  of  Administration  indicted: 

HJR  72  amends  Sections  24  and  27  to  Article  IV  of  Missouri  Constitution  and  is  related 
to  the  Governor's  budgetary  authority. 

The  HJR  will  impact  the  Office  of  Administration  and  the  administration  of  the  state 
budget  as  mentioned  below. 

HJR  72  allows  the  General  Assembly  to  reconsider  any  actions  taken  by  the  Governor  to 

reduce  one  or  more  items  or  portions  of  items  of  appropriations  as  a  result  of  actual 
revenues  being  less  than  the  revenue  estimates  upon  which  the  appropriations  were 
based.  This  language  provides  no  clear  method  by  which  the  budget  would  be  kept  in 
balance,  leaving  the  state  with  unpaid  high-priority  bills  and  no  revenue  to  pay  those 
bills.  All  three  of  the  national  rating  agencies  have  clearly  stated  that  the  Governor's 
authority  to  maintain  budget  balance  through  expenditure  restrictions  is  a  critical 
component  of  the  state's  fiscal  management  and  its  high  rating. 

The  provision  which  prohibits  the  Governor  from  reducing  any  appropriation  for 
payment  of  public  debt  should  have  no  impact  as  payment  of  public  debt  is  the  first 
priority  for  expenditure  of  state  funds. 

The  changes  to  section  27  appear  to  conflict  with,  and  would  effectively  create  an 
exception  to,  the  separation  of  powers  provisions  of  the  Missouri  Constitution,  under 
Article  II,  Section  1  and  Article  IV,  Section  1. 

HJR  72  also  prohibits  the  Governor  from  controlling  the  rate  of  spending  by  any  means 
other  than  allotments.  Reconsidering  allotments  after  the  fiscal  year  spending  has 
commenced  could  create  various  problems  for  state  budget  administration: 

•  Expenditures  are  planned  and  made  based  on  the  original  allotments.  If  the  General 
Assembly  later  reconsiders  those  allotments  and  expenditures  have  already  been 
made,  it  will  be  impossible  to  redo  the  allotments. 

•  Reconsidering  allotments  could  impact  the  state's  ability  to  pay  bills  due  to  cash 
flow  issues.  Some  allotments  are  loaded  at  the  end  of  the  fiscal  year  because  cash  is 
not  available  until  the  end  of  the  year.  If  the  General  Assembly  reconsiders  those 
allotments,  there  could  be  cash  flow  issues,  such  as  delayed  payments.  In  addition, 
some  allotments  are  moved  forward  to  the  first  quarter  to  make  required  payments, 
such  as  from  the  Legal  Expense  Fund.  If  the  General  Assembly  reconsiders  these 
allotment  changes,  the  state  would  be  unable  to  pay  court  costs,  legal  fees  and/or 
settlements. 

•  Reconsidering  the  allotment  schedule  could  force  the  state  to  cancel  contracts  if 
sufficient  allotment  authority  is  unavailable  to  pay  for  the  contracts.  While  the 
contracts  could  possibly  be  rebid  on  a  smaller  scale  or  amended  to  include  fewer 
services,  there  would  be  additional  staff  costs  and  potential  contract  costs  related  to 
redoing  the  contract. 


Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  Joint  Resolution  has  no  fiscal  impact  to 
their  agency  beyond  existing  appropriations. 

Officials  from  the  Secretary  of  State's  office  indicated  there  will  be  no  fiscal  impact  to 
their  office. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  House  Joint 
Resolution  will  impact  their  office  to  the  extent  the  Governor  withholds  appropriated 
funds. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Kansas  City  indicated  the  house  joint  resolution  has  no  fiscal 
impact  on  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  that  it  is  unknown  how  this  might  impact 
their  city. 

Officials  from  the  Rockwood  R-VI  School  District  indicated  on  page  3,  line  7  -  it  may 
be  difficult  for  the  Governor  to  identify  those  appropriations  that  are  not  spent  ratably  by 
quarter. 

Officials  from  the  University  of  Missouri  indicated  this  House  Joint  Resolution  would 
have  a  fiscal  impact  on  their  university  but  it  is  difficult  to  anticipate  the  exact  impact 
without  knowing  the  state's  actual  fiscal  situation  during  the  particular  point  in  time  at 
which  this  provision  could  be  used. 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the 
City  of  Mexico,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the 
City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District, 
Hannibal  60  School  District,  Linn  State  Technical  College,  Metropolitan 
Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  governmental  entities  expect  no  direct  costs  or  savings.  Local  governmental  entities  expect 
an  unknown  fiscal  impact. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-HJR  90) 


Subject 

Truly  Agreed  To  and  Finally  Passed  House  Joint  Resolution  No.  90.  (Received  May  30, 
2014) 

Date 

June  23,  2014 
Description 

This  proposal  would  amend  Article  VIII  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  November  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondarj'  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Senices,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  Countj', 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  Cit>'  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  University  of  Missouri,  St.  Louis  Community 
College,  St.  Louis  County  Board  of  Election,  St.  Louis  City  Election  Board,  Kansas 
City  Election  Board,  Platte  County  Board  of  Elections,  Jackson  County  Election 
Board,  and  Clay  County  Election  Board. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  joint  resolution. 

Officials  from  the  Department  of  Higher  Education  indicated  there  would  be  no  direct 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  House 
Joint  Resolution  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  there  is  no  fiscal  impact  for 
their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  resolution  will  not  have  a 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  for  this  joint  resolution. 

Officials  from  the  Department  of  Social  Services  indicated  this  ballot  proposal  has  no 
direct  fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

HJR  90  amends  Article  VIII  the  Missouri  Constitution  by  adding  the  new  Section  1 1  and 
is  related  to  early  voting. 

The  HJR  has  no  impact  on  the  Office  of  Administration. 

HJR  90  will  impact  the  Secretary  of  State  as  it  allows  for  an  early  voting  period  and 
specifies  when  and  how  the  early  voting  process  will  be  implemented.  Protections  for  the 
unauthorized  release  of  early  voters'  identity  are  included  in  HJR  90  and  local  election 
authorities  are  prohibited  from  incurring  additional  expenses  related  to  early  voting 
unless  a  specific  state  appropriation  is  made  for  that  purpose. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  House  Joint  Resolution  has  no  fiscal 
impact  to  their  agency. 

Officials  from  the  Secretary  of  State's  office  indicated: 

This  joint  resolution  requires  local  election  authorities  to  conduct  early  voting  at  the  local 
election  authority's  location  for  all  general  elections.  The  early  voting  period  shall  take 
place  during  the  six  business  days,  not  including  Saturday  or  Sunday,  immediately  prior 
to  and  including  the  last  Wednesday  prior  to  election  day.  Local  election  authorities  shall 
appoint  at  least  one  election  judge  from  each  major  political  party  to  serve  at  the  early 
voting  site  of  the  local  election  authority. 

Each  early  voting  location  at  the  local  election  authority's  office  may  be  staffed  by  two 
election  judges  paid  $9  per  hour  for  the  6  days  that  it  will  be  open  for  voting  during 
regular  business  hours  -  a  total  of  $100,224  per  election. 

Subsection  2  of  Section  1 1  states  that  no  local  election  authority  shall,  in  advance  of  the 
day  of  the  election,  disclose  the  identity  of  any  qualified  voter  who,  in  advance  of  the  day 
of  the  election,  has  cast  or  has  not  cast  a  ballot,  unless  the  qualified  voter  has  authorized 
the  disclosure.  A  qualified  voter's  authorization  must  be  in  writing,  signed  by  the 
qualified  voter,  dated,  and  delivered  to  the  Secretar>'  of  State.  In  order  for  the  Secretary  of 
State  to  process  these  authorization  forms  and  to  notify  local  election  authorities  of  such 
authorization,  there  is  a  cost  of  $8,800  in  updates  to  MCVR.  Furthermore,  in  order  for 
each  registered  voter  to  have  notice  of  the  opportunity  to  provide  such  authorization,  the 


Secretary  of  State  will  send  a  mailer  to  all  registered  voters  to  notify  them  prior  to  the 
first  general  election  after  the  passage  of  this  resolution.  At  4,052, 1 99  registered  voters  x 
$.49  postage,  printing  and  processing,  the  total  cost  for  this  notice  is  $1,985,577.51.  This 
cost  will  not  be  re-occurring,  as  the  Secretary  of  State  will  attempt  to  incorporate  such 
notice  onto  voter  registration  paperwork  to  provide  notice  to  newly  registered  voters. 

FY  2016 

FY  2016  Total:  $0 

FY  2017 
$2,094,601.51 

FY  20 17  Total  $2,094,601.51 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  house  joint 
resolution  will  not  have  any  substantial  impact  on  their  office  other  than  if  revenues  are 
significantly  changed. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 
Officials  from  Boone  County  indicated: 
Presidential  Election  cost  estimate:  Boone  County 

Mail  "no  excuse"  ballots  cost  approximately  13.00  per  unit  to  prepare,  mail  and  process. 
Other  states  with  no  excuse  absentee  mail  that  have  up  to  40%  to  90%  of  ballots  cast  by 
mail.  Because  it  is  only  6  days  we  estimate  15%  of  total  votes  -  less  the  500  current  mail 
ballots. 

13,000  x  13.00  =  $169,000 

In  person  no  excuse  cost  approximately  6.00  per  unit  to  prepare  and  process  without  an 
affidavit  envelope  and  9.00  with  an  affidavit  envelope.  Can't  tell  from  this  if  affidavit  will 
be  required. 

States  with  3  week  early  voting  have  40  to  60%  of  ballots  cast  at  early  voting 
locations.  Because  this  is  only  6  days  then  1  will  estimate  lower  at  25% 

22,500  units  at  6.00  =  $135,000 
22,500  units  at  9.00  =  $202,500 

Additional  non  polling  place  ballots  =  $42,000 

Total  estimate  for  HJR  90  for  2016  Presidential  Election  -  $346,500  to  $414,000 
Officials  from  St.  Louis  Count)'  indicated: 


Memorandum 


SAO  Fiscal  Note 

Return  to:  fiscalnote^auditor.mo.ROv 

From:  Senator  Rita  Heard  Days  and  Gary  Fuhr 

St.  Louis  County  Directors  of  Elections 

Date:      "      June  2, 2014 

dUI:  Kl  -  HJR  90 

SCS  HCS  HJR  90         Proposes  a  constitutional  amendment  for  advance  voting. 

This  proposal  creates  a  system  to  allow  voters  to  cast  advance  ballots  at  a  central  voting  location.  Registered 
voters  will  be  able  vote  by  advanced  voting  during  the  six  business  days,  not  to  include  Saturday  or  Sunday, 
immediately  prior  to  and  including  the  last  Wednesday  prior  to  the  Election  Day. 

Assumptions:  This  bill  does  not  require  paper  ballots.  The  intent  of  this  note  is  to  delineate  all  direct  costs 
(one-time,  startup  and  recurring)  to  the  LEA. 

Advanced  Voting  Site  Costs 


Operating 

Number 

Site 

Number  of 

Total 

Days 

of  Sites 

Rental 

$ 

2,500. 

Elections 

1 

3 

Site  Lease 

i 

00 

$ 

7,500.00 

High-speed  Internet 

1 

$ 

165.00 

3 

$ 

495.00 

24  hour  security  ser- 
vices 

6 

1 

$ 

240.00 

3 

$ 

4,320.00 

Total  advanced  voting  site  costs: 

$ 

12,315.00 

Part-time  labor 

Num- 

Operating 
Days 

Number 
of  Sites 

ber  of 
Work- 
ers per 
Site 

Labor  per 
worker  per 
hour 

Number  of 
Elections 

Total 

Labor 

6 

1 

2 

$  16.03 

3 

$ 

4,616.64 

Labor 

6 

1 

12 

$  15.00 

3 

$ 

25,920.00 

Social  Security  @ 

7.65% 

3 

i 

2,336.05 

6  Hour  Training  Class 

$  15.00 

3 

$ 

540.00 

Total  annual  labor  costs: 

$ 

33,412.69 

Total  annual  location  and  labor  costs: 


$ 


45,727.69 


Non-recurring,  startup  costs: 


Qtv 

^    .        ^  -   ^       Number  _  .  , 

Equipment  Cost  per  Total 


of  Sites 

$ 


Site 


Laptops  1,000.00         ^4  $  4,000.00 

$  1 

Printers  1,000.00  1  $  1,000.00 

Tables,  chairs,  signs,  $  ^ 

posters,  etc...  400.00  $  400.00 

Total  non-recurring  costs:  $  5,400.00 


Total  costs  1st  year: 
Total  costs  2nd  year: 
Total  costs  3rd  year: 


$ 
$ 
$ 


63,442.69 
15,242.56 
45,727.69 


Officials  from  the  City  of  Kansas  Citj'  indicated  they  estimate  that  HJR  90  has  no  costs 
or  savings  to  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  Rockwood  R-VI  School  District  indicated  on  page  3,  line  13  -  it  may 
be  difficult  in  some  local  elections  to  find  a  person  willing  to  serve  from  each  major 
political  party. 

Officials  from  the  University  of  Missouri  indicated  this  Joint  Resolution  will  have  no 
fiscal  impact  on  their  university. 

Officials  from  the  St.  Louis  County  Board  of  Elections  indicated: 


Memorandum 


To:  SAO  Fiscal  Note 

Return  to:  fiscalnote^auditor.mo.eov 

From:  Senator  Rita  Heard  Days  and  Gary  Fuhr 

St.  Louis  County  Directors  of  Elections 

Date:  June  2,  2014 

RE:  K1-HJR90 


SCS  HCS  HJR  90         Proposes  a  constitutional  amendment  for  advance  voting. 

This  proposal  creates  a  system  to  allow  voters  to  cast  advance  ballots  at  a  central  voting  location.  Registered 
voters  will  be  able  vote  by  advanced  voting  during  the  six  business  days,  not  to  include  Saturday  or  Sunday, 
immediately  prior  to  and  including  the  last  Wednesday  prior  to  the  Election  Day. 

Assumptions:  This  bill  does  not  require  paper  ballots.  The  intent  of  this  note  is  to  delineate  all  direct  costs 
(one-time,  startup  and  recurring)  to  the  LEA. 

Advanced  Voting  Site  Costs 


Operating 

Number 

Site 

Number  of 

Total 

Days 

of  Sites 
1 

Rental 

$ 

2,500. 

Elections 
3 

Site  Lease 

6 

00 

$ 

7,500.00 

High-speed  Internet 

1 

S 

165.00 

3 

$ 

495.00 

24  hour  security  ser- 
vices 

6 

1 

$ 

240.00 

3 

$ 

4,320.00 

Total  advanced  voting  site  costs: 

$ 

12,315.00 

Part-time  labor 

Num- 

Operating 
Days 

Number 
of  Sites 

ber  of 
Work- 
ers per 
Site 

Labor  per 
worker  per 
hour 

Number  of 
Elections 

Total 

Labor 

6 

1 

2 

S  16.03 

3 

$ 

4,616.64 

Labor 

6 

i 

12 

$  15.00 

3 

$ 

25,920.00 

Social  Security  @ 

7.65% 

3 

$ 

2,336.05 

6  Hour  Training  Class 

$  15.00 

3 

$ 

540.00 

Total  annual  labor  costs:  $  33,412.69 


Total  annual  location  and  labor  costs: 


$ 


45,727.69 


Non-recurring,  startup  costs: 


Equipment 


Laptops 


Printers 

Tables,  chairs,  signs, 
posters,  etc... 


Total  costs  1st  year: 
Total  costs  2nd  year: 
Total  costs  3rd  year: 


Cost 
$ 

1,000.00 

$ 

1,000.00 

$ 

400.00 


Number 
of  Sites 

1 

1 
1 


Qty 
per 
Site 

4 

1 


Total  non-recurring  costs: 


Total 

$  4,000.00 

$  1,000.00 

$  400.00 


$ 
$ 
$ 


5,400.00 

63,442.69 
15,242.56 
45,727.69 


Officials  from  the  St.  Louis  City  Election  Board  indicated: 


The  attached  costs  are  based  on  2  elections  in  2016  based  on  a  prediction  of  20%  voter 
turnout  from  approximately  225,000  registered  voters.  Although  this  bill  requires  the 
voter  the  option  to  vote  by  mail  during  the  early  voting  period  of  six  business  days  it  does 
not  allow  for  the  ballot  application  request  time  needed  prior  to  mailing  the  actual  ballots. 
We  included  cost  allowances  to  reflect  mailing  a  separate  early  voting  ballot  application 
which  includes  envelopes  and  postage. 


Part-time  Labor 

.  ......   ^  L  ,  

operating  Days 

Number  of 
Sites 

Number 

of         Labor  per 
Workers    Worker  per 
per  Site  hour 

Number 
of 

Elections 

Total: 

Labor 

6 

1 

6  $  15.50 

2 

S  1,488.00 

6  hour  training  class 

$  15.50 

2 

$  186.00 

Total  Annual  Labor  Costs: 

$  1,674.00 

Non-recurring,  startup  costs 


Cost  Qty 

Total 

Laptops 

1  $^   1,000.00 

4  $4,000.00 

Printers 

I  S   1,000.00 

1 

$1,000.00 

Tables,  chairs,  signs,  posters,  etc... 

400.00 

$  400.00 

Total  Non-recurring,  startup  costs 

$5,400.00 

Ballots  &  Applications 

1 
1 

Cost  for 
45,160  voters 
(20%  of 

Cost  per  voter  225,800) 

Postage  for  mailing  application 

  0.48  $ 

21,676.80 

Envelope  for  mailing  application 

0.05738  $ 

2,591.28 

•  -  — 

i 

Paper  for  mailing  application  (Instructions  +  application) 

1 

0.013768  $ 

621.76 

Postage  for  returned  application 

0.58  $ 

26,192.80  i 

Envelope  for  returned  application 

-                  0.05303  $ 

2,394.83 

Postage  for  mailing  ballot 

0.86  $ 

38,837.60 

Envelope  for  mailing  ballot 

0.095  $ 

4,290.20 

Paper  for  mailing  ballot  (Instructions) 

0.006884  $ 

310.88 

Ballot 

1.22  $ 

55,095.20 

Postage  for  returned  ballot 

1.31  $ 

59,159.60 

Envelope  for  returned  ballot 

0.095  $ 

4,290.20 

Total  Ballot  &  Application  Cost 

S                    4.77  $ 

215,461.16 

For  2  elections 

$ 

430,922.32 

$437,996.32 


Officials  from  the  Kansas  City  Election  Board  indicated: 

The  fiscal  impact  of  HJR  90  on  our  operations  would  be  approximately  $32,570  for  a 
general  election.  We  anticipate  that  we  would  bring  in  16  judges,  4  Verification  Asst. 
Specialists,  1  Technician  and  rent  additional  space  at  our  location  to  process  about  5000 
voters  during  this  6-day  period.  The  cost  breakdown  would  be  as  follows: 


8  Supervisory  Judges  $7920 

8  Regular  Judges  $6000 
4  Verification  Asst.  Spec.  $3960 

1  Technician  $990 

Training  $500 

Equipment  Rental  $2000 

Rental  space  $1200 

Parking  $5000 

Supplies  $3000 

Postage  $2000 

Total  $32,570 


Officials  from  the  Platte  Count}'  Board  of  Election  Commissioners  indicated: 

Our  local  government  estimates  the  fiscal  impact  of  the  above-referenced  bill  for  fiscal 
years  2015,  2016  and  2017  to  be  as  follows: 

They  expect  no  change  in  revenues  or  savings 

They  expect  the  following  increased  costs: 


Election  j  udges  $  1 ,200 

Postage  estimate  $  1 ,200 

Extra  ballots  $2,000 

Total  per  election  $4,400 


Officials  from  the  Jackson  Count>'  Election  Board  indicated: 
Increased  postage  cost  for  mailing  ballots  to  voters 

choosing  to  vote  during  the  six  day  period  by  mail:  $  10,000  -  $15,000 

Staffing  the  office  with  extra  judges  for  the  six 

day  early  voting  period:  $  4,000  -  $  5,000 


Printing  of  extra  full  page  ballots  for  the 
six  day  period: 


$  4,000  -  $  5,000 


TOTAL  COST  FOR  THE  SIX  DAY  EARLY  VOTING  PERIOD 

COULD  TOTAL  $  1 8,000  -  $20,000 


The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Callaway  County,  Cass  County,  Clay  County,  Cole  County,  Greene 
County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  Taney 
County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the  City  of  Jefferson,  the 
City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the  City  of  Mexico,  the 
City  of  St.  Joseph,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the 
City  of  Wentzville,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District, 
Hannibal  60  School  District,  Linn  State  Technical  College,  Metropolitan 
Community  College,  St.  Louis  Community  College,  and  Clay  County  Election 
Board. 

Fiscal  Note  Summary 

State  governmental  entities  estimated  startup  costs  of  about  $2  million  and  costs  to  reimburse 

local  election  authorities  of  at  least  $100,000  per  election.  Local  election  authorities  estimated 
higher  reimbursable  costs  per  election.  Those  costs  will  depend  on  the  compensation,  staffing, 
and  planning  decisions  of  election  authorities  with  the  total  costs  being  unknown. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-HJR  48) 


Subject 

Truly  Agreed  To  and  Finally  Passed  House  Joint  Resolution  No.  48.  (Received  May  30, 
2014) 

Date 

June  12,  2014 
Description 

This  proposal  would  amend  Article  III  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  August  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  Countj',  Clay  Count>',  Cole  County, 
Greene  Countj',  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  Count>',  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St,  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  Cit)'  of  Wentzville, 
the  Cit>'  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Community  College,  Universitj'  of  Missouri,  St.  Louis  Community- 
College,  and  the  Missouri  Lottery  Commission. 

State  Senator  Wayne  Wallingford  provided  information  to  the  State  Auditor's  office  on 
this  resolution. 


Assumptions 


Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

OlTicials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

OfTicials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  joint  resolution. 

Officials  from  the  Department  of  Elementary  and  Secondary  Education  indicated: 

DESE  has  received  Lottery  funds  since  1994.  During  the  last  five  fiscal  years,  DESE 
has  received  the  following  proceeds  from  Lottery  sales: 


Developing  a  "Veteran's  Lottery  Ticket"  and  depositing  the  proceeds  into  the  veterans' 
commission  capital  improvements  trust  fund  will  likely  significantly  impact  DESE's 
proceeds;  however,  we  cannot  determine  to  what  extent. 

Officials  from  the  Department  of  Higher  Education  indicated  there  would  be  no  direct 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  House 
Joint  Resolution  is  a  no  impact  note  for  their  department.  .  - 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 


2009 
2010 
2011 
2012 
2013 


$181,949,215 
$179,434,984 
$163,619,956 
$165,081,892 
$180,775,146 


Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 


OfTicials  from  the  Department  of  Corrections  indicated  there  is  no  fiscal  impact  for 
their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  legislation  will  have  no  fiscal 
impact  on  their  department. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  for  all  divisions  other  than  Veterans  Commission  for  this  joint 
resolution.  Veterans  Commission  defers  to  the  response  from  Lottery  for  the  fiscal 
impact. 

Officials  from  the  Department  of  Social  Ser\'ices  indicated  this  ballot  proposal  has  no 
direct  fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

HJR  48  amends  Section  39(b)  to  Article  III  of  the  Missouri  Constitution  and  is  related  to 
the  Missouri  State  Lottery. 

The  HJR  has  no  impact  on  their  office. 

The  HJR  requires  creation  of  a  new  "Veterans  Lottery  Ticket"  no  later  than  July  1,  2015. 
Net  proceeds  from  the  sales  of  these  tickets  will  be  deposited  in  the  Veterans 
Commission  Capital  Improvement  Trust  Fund.  To  the  extent  that  lottery  proceeds 
currently  going  to  education  are  instead  deposited  to  the  Veterans'  Commission  Capital 
Improvement  Trust  Fund,  there  could  be  unknown  budgetary  impacts. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  House  Joint  Resolution  has  no  fiscal 
impact  to  their  agency  beyond  existing  appropriations. 

Officials  from  the  Secretary  of  State's  office  indicated  they  have  determined  there  will 
be  no  fiscal  impact  to  their  office. 


Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  House  Joint 
Resolution  will  not  have  any  substantial  impact  on  their  office  other  than  if  revenues  are 
significantly  changed. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Kansas  City  indicated  they  estimate  that  HJR  48  has  not  costs 
or  savings  to  their  city. 

Officials  fi-om  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  City  of  St.  Joseph  indicated  this  bill  would  have  no  direct  financial 
impact  on  their  city. 

Officials  from  the  University  of  Missouri  indicated  this  House  Joint  Resolution  will 
have  no  fiscal  impact  on  their  university. 

Officials  from  the  Missouri  Lotter>'  Commission  indicated: 

HJR  48  requires  the  Lottery  to  develop  and  sell  a  veterans  lottery  ticket,  net  proceeds 
from  which  are  to  be  deposited  in  the  veteran's  commission  capital  improvements  trust 
fund. 

Lottery  proceeds  net  of  prizes  and  administrative  expenses  are  currently  appropriated 
solely  to  public  education.  The  resolution  would  divert  lottery  proceeds  funding  away 
fi-om  education.  Overall  sales  and  expenditures  are  assumed  to  be  unaffected;  the 
veterans'  lottery  ticket  instead  would  displace  an  equivalent  existing  game.  The  resulting 
shortfall  in  education  funding  would  have  to  be  absorbed  with  General  Revenue  funding, 
negatively  impacting  Total  State  Revenue.  In  addition,  the  resolution  may  set  a 
precedent  for  other  groups  to  pursue  lottery  proceeds  to  fund  their  activities,  diverting 
even  more  funding  away  from  public  education. 

If  a  $2  instant  game  ticket  is  assumed,  the  annual  displaced  fiscal  impact  is  estimated  to 
be  negative  $2,375,743  in  FY  2016  and  negafive  $2,138,168  in  FY  2017.  If  a  $1  instant 
game  ticket  is  assumed,  the  annual  displaced  fiscal  impact  would  be  slightly  less  negative 
(negative  $1,751,823  in  FY  2016  and  negative  $1,576,641  in  FY  2017). 

When  the  Lottery  began  in  1986,  proceeds  from  ticket  sales  went  to  General  Revenue.  In 
August  1 992,  voters  passed  Amendment  1 1  earmarking  Lottery  proceeds  to  solely  benefit 
public  education.  The  above  estimates  do  not  include  additional  FTE  costs  associated 
with  research,  sales,  marketing  and  accounting  for  a  new  ticket  with  a  different 
beneficiary  than  all  current  and  previous  tickets.  These  costs  are  unknown  and  include 
but  are  not  limited  to  messaging  at  retailers  and  on  vending  machines,  liaising  with 
veterans  organizations,  conducting  research  through  surveys  and  town  hall  meetings,  and 
accounting  for  and  transferring  the  profit  of  the  new  ticket. 


State  Senator  Wayne  Wallingford  provided  the  following  information: 
Data  on  sales  of  Veterans  Lottery  Tickets  in  other  states: 

Illinois  Veterans  lottery  ticket  was  implemented  in  2006  and  has  generated  $10  million 
dollars.  Illinois  Lottery  Commission  has  seen  no  difference  in  lottery  ticket  sales. 

Iowa  has  pull  tab  games  and  have  generated  2  to  3  million  dollars  a  year  since  2008  for 
the  Veteran's  Trust  Fund.  According  to  Mary  Newbauer  with  the  Iowa  Lottery,  lottery 
tickets  to  benefit  veterans  have  been  such  a  popular  cause  that  they  have  in  turn  helped 
lift  overall  lottery  sales. 

In  Kansas  the  Veterans  Lottery  instant  scratch  off  ticket  has  generated  $10.2  million  since 
2007  to  benefit  veteran's  program  and  the  Kansas  Lottery  has  not  seen  a  decline  in  other 
lottery  sales. 

Texas  Veterans  Cash  scratch  off  ticket  generated  over  $20  million  from  2009-2012  to  go 
into  veteran's  services.  They  did  not  experience  a  decrease  in  overall  sales. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Transportation,  Adair  County,  Boone  County,  Callaway  County,  Cass  County,  Clay 
County,  Cole  County,  Greene  County,  Jackson  Countj'  Legislators,  Jasper  County, 
St.  Charles  County,  St.  Louis  County,  Taney  Countj',  the  Cit>'  of  Cape  Girardeau, 
the  City  of  Columbia,  the  City  of  Jefferson,  the  Cit>'  of  Joplin,  the  City  of  Kirksville, 
the  City  of  Kirkwood,  the  City  of  Mexico,  the  City  of  St.  Louis,  the  City  of 
Springfield,  the  City  of  Union,  the  City  of  Wentzville,  the  City  of  West  Plains,  Cape 
Girardeau  63  School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School 
District,  Linn  State  Technical  College,  Metropolitan  Community  College,  and  St. 
Louis  Community  College. 

Fiscal  Note  Summary- 

The  annual  cost  or  savings  to  state  and  local  governmental  entities  is  unknown,  but  likely 
minimal.  If  sales  of  a  veterans  lottery  ticket  game  decrease  existing  lottery  ticket  sales,  the 
profits  of  which  fund  education,  there  could  be  a  small  annual  shift  in  funding  from  education  to 
veterans'  programs. 


MISSOURI  STATE  AUDITOR'S  OFFICE 
FISCAL  NOTE  (14-SJR  27) 


Subject 

Truly  Agreed  To  and  Finally  Passed  Senate  Joint  Resolution  No.  27.  (Received  May  30, 
2014) 

Date 

June  12,  2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  August  2014. 

Public  cominents  and  other  input 

The  Slate  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretary  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  County,  Callaway  County,  Cass  County,  Clay  County,  Cole  Count>', 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  Countj',  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
Cit>'  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  City  of  Kirkvvood,  the  City  of  Mexico,  the  City  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Communit>'  College,  University  of  Missouri  and  St.  Louis  Community 
College. 


Assumptions 

Officials  from  the  Attorney  General's  office  indicated  they  assume  that  any  potential 
costs  arising  from  the  adoption  of  this  proposal  can  be  absorbed  with  existing  resources. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  joint  resolution. 

Officials  from  the  Department  of  Higher  Education  indicated  there  would  be  no  direct 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  Senate 
Joint  Resolution  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  there  is  no  fiscal  impact  for 
their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  to  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  resolution  has  no  fiscal  impact 
on  their  department.  They  suggest  the  phrase  "access  electronic  data  or  communications" 
be  defined  or  further  clarified. 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  for  this  joint  resolution. 

Officials  from  the  Department  of  Social  Services  indicated  this  ballot  proposal  has  no 
direct  fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 


Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

SJR  27  amends  Section  15  to  Article  I  of  the  Missouri  Constitution  and  is  related  to 
access  of  electronic  data. 

SJR  27  includes  protections  for  electronic  communications  and  data  from  unreasonable 
searches  and  seizures  and  prohibits  warrants  being  issued  to  access  electronic  data  or 
communication  without  probable  cause. 

The  SJR  could  impact  their  office,  in  particular,  through  increased  costs  to  the  Legal 
Expense  Fund  (LEF).  The  current  constitutional  protection  against  unreasonable  search 
and  seizure  could  be  a  cause  of  action  against  a  state  officer  under  certain 
circumstances.  They  believe  the  state  would  have  sovereign  immunity  and  the  officer 
would  ordinarily  be  protected  by  official  immunity.  However,  if  the  officer  conducts  a 
search  in  a  manner  that  violates  constitutional  or  statutory  protections,  there  could  be  an 
exposure.  Expanding  the  current  constitutional  protections  would  therefore  result  in  a 
small,  but  increased  exposure  to  the  LEF. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  senate  joint  resolution  has  no  fiscal 
impact  to  their  agency. 

Officials  fi-om  the  Secretary  of  State's  office  indicated  they  have  determined  there  will 
be  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  the  Senate  Joint 
Resolution  will  not  have  any  substantial  impact  on  their  office. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 

Officials  from  the  City  of  Kansas  City  indicated  they  estimate  that  SJR  27  has  no  costs 
or  savings  to  their  city. 

Officials  from  the  City  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  Cit>'  of  St.  Joseph  indicated  this  bill  should  have  no  fiscal  impact  on 
their  city. 


Officials  from  the  University  of  Missouri  indicated  this  Senate  Joint  Resolution  will 
have  no  fiscal  impact  on  their  university. 

The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Elementary  and  Secondary'  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  Count}',  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  Countj ,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
Cit>'  of  Jefferson,  the  City  of  Joplin,  the  Cit>  of  Kirksville,  the  Citj'  of  Kirkwood,  the 
City  of  Mexico,  the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the 
City  of  Wentz>'ille,  the  City  of  West  Plains,  Cape  Girardeau  63  School  District, 
Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn  State  Technical 
College,  Metropolitan  Community  College,  and  St.  Louis  Community  College. 

Fiscal  Note  Summary 

State  and  local  governmental  entities  expect  no  significant  costs  or  savings. 


MISSOURI  STATE  AUDITOR  S  OFFICE 
FISCAL  NOTE  (14-SJR  36) 

Subject 

Truly  Agreed  To  and  Finally  Passed  Senate  Joint  Resolution  No.  36.  (Received  May  30, 
2014) 

Date 

June  12,2014 
Description 

This  proposal  would  amend  Article  I  of  the  Constitution  of  Missouri. 

The  amendment  is  to  be  voted  on  in  August  2014. 

Public  comments  and  other  input 

The  State  Auditor's  office  requested  input  from  the  Attorney  General's  office,  the 
Department  of  Agriculture,  the  Department  of  Economic  Development,  the 
Department  of  Elementary  and  Secondary  Education,  the  Department  of  Higher 
Education,  the  Department  of  Health  and  Senior  Services,  the  Department  of 
Insurance,  Financial  Institutions  and  Professional  Registration,  the  Department  of 
Mental  Health,  the  Department  of  Natural  Resources,  the  Department  of 
Corrections,  the  Department  of  Labor  and  Industrial  Relations,  the  Department  of 
Revenue,  the  Department  of  Public  Safety  ,  the  Department  of  Social  Services,  the 
Governor's  office,  the  Missouri  House  of  Representatives,  the  Department  of 
Conservation,  the  Department  of  Transportation,  the  Office  of  Administration,  the 
Office  of  State  Courts  Administrator,  the  Missouri  Senate,  the  Secretar>  of  State's 
office,  the  Office  of  the  State  Public  Defender,  the  State  Treasurer's  office,  Adair 
County,  Boone  Countj',  Callaway  County,  Cass  County,  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County,  the  City  of  Cape  Girardeau,  the  City  of  Columbia,  the 
City  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kansas  City,  the  City  of  Kirksville, 
the  Cit>'  of  Kirkwood,  the  City  of  Mexico,  the  Cit)'  of  Raymore,  the  City  of  St.  Joseph, 
the  City  of  St.  Louis,  the  City  of  Springfield,  the  City  of  Union,  the  City  of  Wentzville, 
the  City  of  West  Plains,  Cape  Girardeau  63  School  District,  Hannibal  60  School 
District,  Rockwood  R-VI  School  District,  Linn  State  Technical  College, 
Metropolitan  Communit>'  College,  University  of  Missouri  and  St.  Louis  Community 
College. 

Mark  R.  Reading  provided  information  as  an  opponent  of  the  resolution  to  the  State 
Auditor's  office. 


Blake  M.  Lawrence  provided  information  as  an  opponent  of  the  resolution  to  the  State 
Auditor's  office. 

Assumptions 

Officials  from  the  Attorney  General's  office  indicated  the  proposal  states  that  the  state  is 
"obligated  to  uphold"  and  cannot  "decline  to  protect"  certain  rights.  They  indicated 
significant  litigation  may  ensue  if  this  resolution  requires  their  office  to  bring  suit, 
particularly  if  it  is  required  to  represent  individual  Missourians.  The  costs  are  unknown. 

Officials  from  the  Department  of  Agriculture  indicated  no  fiscal  impact  on  their 
department. 

Officials  from  the  Department  of  Economic  Development  indicated  they  anticipate  no 
fiscal  impact  as  a  result  of  the  joint  resolution. 

Officials  from  the  Department  of  Higher  Education  indicated  there  would  be  no  direct 
fiscal  impact  on  their  department. 

Officials  from  the  Department  of  Health  and  Senior  Services  indicated  this  Senate 
Joint  Resolution  is  a  no  impact  note  for  their  department. 

Officials  from  the  Department  of  Insurance,  Financial  Institutions  and  Professional 
Registration  indicated  this  petition,  if  passed,  will  have  no  cost  or  savings  to  their 
department. 

Officials  from  the  Department  of  Mental  Health  indicated  this  proposal  creates  no 
direct  obligations  or  requirements  to  their  department  that  would  result  in  a  fiscal  impact. 

Officials  from  the  Department  of  Natural  Resources  indicated  they  would  not 
anticipate  a  direct  fiscal  impact  from  this  proposal. 

Officials  from  the  Department  of  Corrections  indicated  there  is  no  fiscal  impact  for 
their  department. 

Officials  from  the  Department  of  Labor  and  Industrial  Relations  indicated  no  fiscal 
impact  for  their  department. 

Officials  from  the  Department  of  Revenue  indicated  this  Joint  Resolution  has  no  fiscal 
impact  on  their  department.  They  do  have  the  following  comment: 

The  changes  state  that  only  persons  with  a  "violent  felony"  conviction  can  have  their 
right  to  bear  arms  infringed  upon.  Missouri  statute  does  not  define  "violent  telony." 

Officials  from  the  Department  of  Public  Safety  indicated  there  is  no  fiscal  impact  for 
their  department  for  this  joint  resolution. 


Officials  from  the  Department  of  Social  Services  indicated  this  ballot  proposal  has  no 
direct  fiscal  impact  to  their  department. 

Officials  from  the  Governor's  office  indicated  there  should  be  no  fiscal  impact  to  their 
office. 

Officials  from  the  Missouri  House  of  Representatives  indicated  no  fiscal  impact  to  their 
agency. 

Officials  from  the  Department  of  Conservation  indicated  that  no  adverse  fiscal  impact 
to  their  department  would  be  expected  as  a  result  of  this  proposal. 

Officials  from  the  Office  of  Administration  indicated: 

SJR  36  amends  Section  23  to  Article  I  of  the  Missouri  Constitution  and  is  related  to  the 
right  to  keep  and  bear  arms. 

SJR  36  clarifies  that  citizens  have  the  right  to  bear  arms  and  ammunition  and  accessories, 
allows  the  right  to  bear  arms  in  defense  of  family  in  addition  to  home,  person  and 
property,  and  eliminates  the  exception  for  concealed  weapons.  The  state  of  Missouri 
must  protect  against  the  infringement  of  these  rights  and  the  General  Assembly  may 
enact  laws  to  limit  access  to  guns  for  convicted  violent  felons  and  those  adjudicated  to  be 
a  danger  to  self  or  others  as  a  result  of  mental  illness. 

The  SJR  could  impact  their  office  through  increased  costs  to  the  Legal  Expense  Fund. 
Section  23  states  that  the  state  is  obligated  to  uphold  and  cannot  decline  to  protect  certain 
rights.  This  could  result  in  litigation  which  would  increase  costs  to  the  Legal  Expense 
Fund  significantly. 

Officials  from  the  Office  of  State  Courts  Administrator  indicated  there  is  no  fiscal 
impact  on  the  courts. 

Officials  from  the  Missouri  Senate  indicated  this  Senate  Joint  Resolution  has  no  fiscal 
impact  to  their  agency. 

Officials  from  the  Secretary'  of  State's  office  indicated  they  have  determined  there  will 
be  no  fiscal  impact  to  their  office. 

Officials  from  the  Office  of  the  State  Public  Defender  indicated  this  new  legislation 
will  likely  lead  to  legal  challenges  to  various  gun  laws  on  behalf  of  public  defender 
clients  in  the  context  of  their  criminal  prosecutions,  both  in  the  trial  and  appellate  courts 
the  exact  costs  not  able  to  be  determined.  There  would  be  additional  filing  of  writs  and 
additional  appeals,  which  would  add  public  defender  costs. 

Officials  from  the  State  Treasurer's  office  indicated  no  fiscal  impact  to  their  office. 


Officials  fi-om  the  City  of  Kansas  Cit>'  indicated: 


Our  local  government  estimates  the  fiscal  impact  of  the  above-referenced  bill  for  fiscal 
years  2015,  2016  and  2017  to  be  as  follows: 

This  legislation  will  have  no  fiscal  impact  on  the  revenues  of  the  city. 

This  legislation  will  have  no  fiscal  impact  by  providing  any  savings  to  the  city. 

If  the  voters  adopt  an  amendment  to  Section  23  of  Article  1  as  proposed  by  this  legislation 
there  will  be  costs  of  an  indetentiinate  amount  to  the  city.  The  adoption  of  such  proposed 
amendment  would  subject  Kansas  City  firearms  ordinances  prohibiting  the  unlawful 
concealment  or  transportation  of  weapons  to  strict  scrutiny  and,  because  the  proposed 
amendment  states  the  right  to  bear  arms  is  unalienable  and  deletes  the  current  language 
regarding  concealed  weapons,  would  probably  have  the  effect  of  abrogating  all  such 
ordinances.  Such  abrogation  would  occur  quickly  given  the  proposed  amendment's 
commandment  to  the  state  to  defend  such  amendment's  proposed  extended  firearms' 
rights.  The  resulting  increase  in  violence  and  mayhem  following  the  abrogation  of  said 
Kansas  City  firearms  ordinances  will  require  Kansas  City  to  increase  the  amount  of 
money  it  expends  on  its  police  department,  municipal  courts  and  neighborhood  programs. 

Officials  from  the  Citj'  of  Raymore  indicated  no  fiscal  impact. 

Officials  from  the  Universit>'  of  Missouri  indicated  this  Senate  Joint  Resolution  will 
have  no  fiscal  impact  on  their  university. 

Mark  R.  Reading  provided  the  following  information  as  an  opponent  of  this  resolution. 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  cost  of  the  proposed  amendment  to  the  state  for  the  next  two  fiscal  years  is  substantial. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

Fund  Affected 

FY  2015 

FY  2016 

General  Revenue 

($12,503,051  ) 

($204,683,377) 

Total  Estimated  Net  Effect  on  All  State 
Funds 

($17,384,205) 

($219,027,405) 

ESTIMATED  NET  EFFECT  ON  LOCAL  FUNDS 

Local  Funds 

($9,065,000) 

($24,850,000) 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

($9,065,000) 

($24,850,000) 

Fiscal  Summary  Recommendation 

Based  on  the  analysis  of  the  measure  provided  in  this  fiscal  impact  statement  the  cost  in  FY  2016  to 
general  revenue  is  $219  million  to  unknown  for  direct  costs  to  state  agencies,  reimbursements  needed  to 
local  governments  as  the  result  of  increased  activities  or  the  change  in  proportion  in  the  activities  or 
services  required,  and  loss  of  revenue.  Additional  federal  fund  and  other  fund  costs  to  the  state  add  an 
additional  $14.3  million  to  unknown.  Local  government  costs  are  estimated  to  be  $24.85  million  to 
unknown  including  the  loss  of  revenue. 

"The  cost  to  state  or  local  government  is  between  $243. 9  million  and  unknown  depending  upon 
substantial  expected  litigation  related  to  ttie  amendment. " 
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Proposed  Statement  of  Fiscal  Impact  submitted  to  the  Missouri  State 


Auditor's  Office  for  SJR  36  passed  by  the  General  Assembly 


Introduction 


The  Missouri  General  Assembly  passed  SJR  36  which  would  make  changes  to  the  Missouri  Constitution 
(Article  I,  Section  23)  regarding  the  right  to  bears  arms  provision.  Missouri  voters  will  vote  on  the 
proposed  constitutional  amendment  in  the  August  2014  election. 

Many  states  have  passed  laws  affecting  the  possession  and  carrying  of  firearms  over  the  past  several 
years,  including  New  York,  Colorado,  Connecticut,  and  Maryland. 

In  2012,  Louisiana  passed  a  gun  law  constitutional  amendment  that  is  similar  to  SJR  36.  Louisiana 
voters  approved  the  change  to  their  constitution  (SB  303  Act  874)  at  the  November  2012  election.  The 
link  below  leads  to  the  legislative  approved  version  with  the  changes  identified. 

http://www  leqis.la.qov/leqisA/iewDocument  aspx?d=812575&n=SB303  Act  874 

The  Louisiana  amendment  changed  three  things: 

•  provided  that  the  right  is  fundamental  and  cannot  be  infringed 

•  eliminated  a  provision  that  indicated  that  the  provision  shall  not  prevent  the  passage  of  laws  to 
prohibit  the  carrying  of  concealed  weapons 

•  added  a  new  provision  that  any  restriction  on  this  right  shall  be  subject  to  judicial  strict  scrutiny 

Missouri's  SJR  36  is  similar  but  goes  further.  If  passed  it  will  likely  go  further  than  any  right  to  bear  arms 
provision  in  the  country.  SJR  36  would  alter  the  Missouri  constitution  by: 

•  adding  the  right  to  keep  and  bear  ammunition  and  accessories  typical  to  the  normal  function  of 
such  arms 

•  adding  "family"  to  the  list  of  things  that  a  person  has  a  right  to  keep  and  bear  arms  to  defend 

•  eliminating  a  provision  that  said  the  constitution  "shall  not  justify  the  wearing  of  concealed 
weapons" 

•  adding  that  the  rights  guaranteed  shall  be  unalienable 

•  adding  that  any  restriction  shall  be  subject  to  judicial  strict  scrutiny 

•  obligating  the  state  of  Missouri  "to  uphold  these  rights  and  .  .  .  under  no  circumstances  decline  to 
protect  against  their  infringement" 

•  adding  a  provision  that  nothing  in  the  section  shall  he  construed  to  prevent  the  legislature  "from 
enacting  general  laws  which  limit  the  rights  of  convicted  violent  felons  or  those  adjudicated  by  a 
court  to  be  a  danger  to  self  or  others  as  a  result  of  a  mental  disorder  or  mental  infirmity." 

This  fiscal  analysis  is  focused  on  how  and  where  SJR  36  costs  will  show  up  in  the  State  of  Missouri's 
budget  and  local  government  budgets.  The  analysis  uses  as  a  guide  the  experience  of  Louisiana  in  the 
18  months  since  its  enactment  of  a  similar  constitutional  amendment.  The  analysis  also  explains  the 
possible  impact  on  the  state  and  local  government  budgets  of  the  additional,  more  far  reaching  provisions 
contained  in  the  Missouri  amendment.  In  addition,  the  analysis  explains  how  Missouri's  Hancock 
amendment  may  also  affect  the  costs  facing  the  state  budget. 

A  simple  internet  search  and  a  few  phone  calls  made  it  clear  that  the  opportunity  to  participate  in 
estimating  the  cost  of  and  providing  a  fiscal  note  for  SJR  36  needs  to  at  least  go  to  the  agencies  listed 
below.  The  Oversight  Division's  fiscal  note  may  be  seriously  deficient. 
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state  agencies  -  all  state  agencies  but  particularly  the  Office  of  Administration,  Public  Safety, 
Conservation,  Judiciary,  Public  Defender,  Natural  Resources,  Elementary  and  Secondary  Education, 
Higher  Education,  Economic  Development,  Corrections,  and  Mental  Health. 

County  and  local  governments  -  particularly  agencies  involved  in  public  safety  Qails,  sheriffs, 
prosecutors),  local  schools,  public  transportation,  and  tourism  and  convention  bureaus. 

Louisiana  Experience 

The  Louisiana  Legislative  Fiscal  Office  did  not  prepare  a  fiscal  note  for  Louisiana's  2012  constitutional 
amendment .  However,  news  reports  and  articles  from  various  organizations  have  noted  that  the 
passage  of  the  Louisiana  constitutional  amendment  led  to  a  variety  of  lawsuits  as  law/yers,  defendants, 
and  prosecutors  worked  to  determine  the  impact  of  the  new  provisions,  imposing  significant  workload  and 
related  costs  on  the  Louisiana  government.  Several  lawsuits  prompted  by  Louisiana's  gun  law 
annendment  have  already  been  litigated  all  the  way  to  the  Louisiana  Supreme  Court,  many  others  are 
making  their  way  through  the  state's  lower  courts,  requiring  significant  time,  effort,  and  expenditures  by 
Louisiana's  public  defenders  and  district  attorney's  offices.  The  following  web  links  provide  information 
about  the  cases  already  adjudicated  and  others  ongoing  and  expected.  The  implications  of  the  Louisiana 
experience  on  possible  Missouri  budget  costs  is  further  discussed  in  the  individual  sections  in  this  fiscal 
analysis. 

First,  as  described  in  the  link  below,  before  the  election  in  Louisiana,  the  District  Attorney  for  Orteans 
Parish  suggested  that  passage  of  the  constitutional  changes  would  result  in  costs  and  some 
unanticipated  side  effects.  The  prediction  has  proved  prescient. 

http://wvw  nola.com/opinions/index.ssf/2012/11/amendment  2  is  a  risky  idea  fo  html 

Indeed,  some  of  these  unanticipated  side  effects  have  come  to  pass.  Most  alarmingly,  a  judge  in 
Jefferson  Parish's  24th  Judicial  District  applied  judicial  strict  scrutiny  and  held  the  state's  prohibition  on 
felons  owning  and  using  guns  unconstitutional  in  a  case  involved  two  felons  —  a  27  year  old  with  five 
felony  narcotics  convictions,  and  a  31  year  old  with  a  felony  battery  and  marijuana  distribution  convictions 
—  who  were  arrested  in  connection  with  a  drive-by  shooting  of  an  1 1-year-old  boy.  They  were  charged 
with  murder  and  attempted  murder,  and  with  illegally  possessing  guns  as  felons.  The  judge  threw  out  the 
felon-in-possession  charges  because  of  Louisiana's  gun  law  amendment.  As  explained  in  the  link  that 
follows,  the  state  Supreme  Court  is  now  hearing  an  appeal  of  the  decision.  But  the  case  is  illustrative  of 
the  potential  costs  of  a  provision  like  SJR  36. 

http://www  nola  com/crime/index  ssf/2014/05/louisiana  supreme  court  consid  1  html 

Similariy,  a  short  article  published  in  the  Louisiana  Law  Review  in  April  2014  documents  other  significant 
litigation  has  already  occurred  in  the  18  months  since  Louisiana  voters  approved  their  gun  law 
amendment.  The  piece  describes  two  time-consuming  and  costly  lawsuits,  which  challenged  the  state's 
felon-in-possession  law,  its  ban  on  juvenile  gun  possession,  and  it's  concealed  carry  law.  As  in 
Louisiana,  if  Missouri  voters  approved  SJR  36,  the  state  would  almost  inevitably  bear  the  costs  of 
defending  lawsuits  challenging  similar  laws  in  Missouri. 

http://lawreview  law  Isu  edu/2014/04/04/up-in-smoke-an-update-on-louisianas-right-to-t)ear-arms/ 

Finally,  an  eariier,  longer  article  published  in  the  fall  of  2013  by  the  Louisiana  Law  Review  explains  the 
types  of  legal  cases  that  are  arising  as  a  result  of  the  Louisiana's  gun  law  amendment  and  its  interaction 
with  U.S.  Supreme  Court  and  other  federal  court  decisions  on  the  right  to  bear  arms.  Again,  Missouri 
courts  would  be  inundated  with  similar  cases  if  SJR  36  passed,  imposing  serious  costs  on  Missouri's 
public  defenders,  prosecutors,  and  judiciary  that  would  ultimately  be  passed  on  to  the  state's  taxpayers. 

http://digitalcommons  law.lsu  edu/cqi/viewcontent  cgi?article-6438&context=lalrev 


Litigation  Costs  in  Missouri 


As  explained  above,  the  most  immediate  hit  to  the  state  budget  if  SJR  passed  would  be  litigation  costs. 
Louisiana  has  experienced  a  burst  of  litigation  as  prosecutors,  public  defenders,  civil  and  criminal  lawyers 
test  the  limits  of  the  gun  law  constitutional  amendment.  Such  cases  that  Missouri  should  expect  include, 
but  are  not  limited  to,  challenges  to  the  following  provisions  in  Missouri  law 

•  the  prohibition  on  gun  possession  by  fugitives; 

•  the  prohibition  on  gun  possession  by  children  under  the  age  of  18; 

•  the  requirement  that  a  person  get  a  permit,  a  criminal  background  check,  and  firearms  safety 
training  before  carrying  a  concealed,  loaded  gun  in  public; 

•  the  restrictions  on  carrying  guns  in  sensitive  places  such  as  K-12  schools,  colleges  and 
universities,  bars,  child  care  facilities,  hospitals,  police  stations,  jails,  houses  of  worship, 
government  buildings,  stadiums,  and  amusement  parks; 

•  the  prohibition  on  gun  possession  by  criminals  convicted  of  nonviolent  felonies;  and 

•  the  prohibition  on  gun  possession  by  people  habitually  in  an  intoxicated  or  drugged  condition. 

In  Louisiana,  the  first  case  affecting  the  workload  of  several  public  agencies  was  filed  in  Orieans  Parish 
and  challenged  the  state  law  prohibiting  gun  possession  by  convicted  felons.  Once  this  defense  was 
used  word  quickly  spread  and  dozens  of  similar  motions  were  filed  as  other  public  defenders  and  criminal 
defense  lawyers  used  the  gun  law  amendment  to  challenge  the  constitutionality  of  Louisiana  gun  laws  as 
they  applied  to  their  clients. 

In  Missouri  this  also  likely  to  be  one  of  the  first  places  v»/here  there  is  an  impact  on  the  budgetary 
resources  of  the  state.  The  budget  for  the  Missouri  Public  Defender's  Office  has  been  a  subject  of 
serious  concern  and  debate  over  the  past  ten  years  regarding  its  ability  to  property  defend  clients  given 
limited  resources  for  high  caseloads. 

SJR  36  includes  the  following  passage: 

"the  state  of  Missouri  shall  be  obligated  to  uphold  these  rights  and  shall  under  no  circumstances 
decline  to  protect  against  their  inft-ingement." 

This  obligation  would  be  one  of  the  most  dramatic  statements  of  the  intent  to  pay  any  cost  that  would 
exist  in  the  Missouri  Constitution.  The  provision  most  like  this  statement  in  the  current  Missouri 
Constitution  is  in  Article  IV,  Section  30  (b)  that  provides  that  funds  for  the  Missouri  Department  of 
Transportation  (MODOT)  shall: 

"stand  appropriated  without  legislative  action  to  be  used  and  expended  by  the  highways  and 
transportation  commission  for  the  following  purposes." 

The  language  in  SJR  36  therefore  appears  to  ensure  that  the  state  would  bear  an^  expense  to  defend  the 
right  to  bear  arms  (emphasis  added).  The  language  explicitly  states  that  under  "no  circumstances" 
(emphasis  added)  can  the  state  decline  to  protect  those  rights.  In  effect  SJR  36  would  create  what  is 
commonly  referred  to  in  the  Missouri  state  budget  as  "E"  appropriations  for  these  costs.  "E"  or  estimated 
appropriations  allow  Missouri  state  government  agencies  to  pay  whatever  costs  are  incurred  for  the 
specific  purpose  for  which  they  are  provided.  The  "E"  appropriations  have  been  subject  to  debate 
between  the  Governor,  legislature,  and  the  courts  over  the  years.  Given  the  SJR  36  language,  it  is 
unclear  whether  an  appropriation  would  be  required  or  whether  the  funding  would  stand  appropriated  as 
is  the  MODOT  funding.  However,  even  if  an  appropriation  would  be  required  it  appears  that  it  would  have 
to  be  unlimited  since  the  state  cannot  decline  to  protect  these  rights.  Presumably  the  inclusion  of  this 
language  would  be  given  significant  weight  by  the  General  Assembly,  the  Governor's  Office,  the  Missouri 
Attorney  General's  Office,  the  Missouri  State  Public  Defender  office,  and  the  Missouri  Supreme  Court. 
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The  litigation  costs  of  the  state  would  be  borne  by  the  Missouri  State  Public  Defender  office  and  the 
Attorney  General's  office.  It  should  be  expected  that  these  costs  would  be  highest  during  the  first  three  to 
five  years  of  the  act  as  the  state's  laws  and  regulations  are  tested  in  the  courts. 

1 .  Public  Defender  -  Under  this  constitutional  provision  it  appears  that  the  public  defender  would  be 
required  to  pursue  this  defense  to  any  and  all  applicable  cases  assigned  to  it.  In  addition,  it  is 
questionable  wrfiether  the  public  defender  could  plead  out  a  case  regarding  these  rights.  The 
Oversight  Division  did  not  ask  the  State  Public  Defender's  Office  for  a  fiscal  analysis  of  SJR  36. 

2.  Attorney  General's  Office  -  The  Oversight  Division's  fiscal  note  for  SJR  36  indicates  that  the 
Attorney  General's  office  said  that  "significant  litigation  may  ensue  if  this  requires  the  AGO  to 
bring  suit,  particulady  if  it  is  required  to  represent  individual  Missourians."  The  Oversight  Division 
assumes  the  cost  would  be  $0  to  unknown  since  the  extent  of  litigation  is  not  determined.  No 
additional  effort  seems  to  have  been  made  Oversight  Division  to  estimate  these  costs. 

The  language  of  the  constitutional  amendment  cleariy  states  that  the  state  is  obligated  to  defend 
the  right  to  bear  arms  and  under  no  circumstances  refuse  to  do  so.  This  is  most  likely  directly 
targeted  at  the  Attorney  General's  office.  There  are  examples  throughout  the  country  where  a 
state's  Attorney  General  has  refused  to  defend  anti-gay  marriage  provisions.  Missouri's  Attorney 
General  has  discretion  on  which  laws  to  defend  and  at  times  there  have  been  differences 
between  our  Attorney  General  and  members  of  the  Missouri  General  Assembly  regarding  the 
choices  made  about  the  state's  responsibilities.  The  new  language  takes  that  decision  out  of  the 
hands  of  the  Attorney  General. 

From  a  budget  standpoint,  the  Attomey  General's  costs  would  be  reflected  in  one  of  two  places  - 
the  Attorney  General's  office  budget  or  the  state's  Legal  Expense  Fund  which  is  appropriated  in 
the  budget  of  the  Office  of  Administration. 

The  Attorney  General's  budget  handles  the  normal  workload  associated  with  the  office.  In 
addition,  specialized  funding  has  been  provided  for  a  Medicaid  fraud  unit  to  focus  specifically  on 
that  priority  task. 

The  state's  Legal  Expense  Fund  is  appropriated  to  the  Office  of  Administration.  Historically,  it 
has  been  used  for  a  variety  of  purposes  including  expert  witnesses,  medical  malpractice,  legal 
conflicts,  second  injury  litigation,  desegregation  litigation,  tobacco  litigation,  and  a  variety  of  other 
uses.  For  FY  2015  the  Missouri  General  Assembly  has  approved  a  budget  for  the  Legal  Expense 
Fund  as  shovwi  below. 

Section  5.125.  There  is  transferred  out  of  the  State  Treasury,  chargeable  to  the 
funds  shown  below,  for  the  payment  of  claims,  premiums,  and  expenses 
as  provided  by  Sections  105.711  through  105.726.  RSMo.,  to  the  State 


Legal  Expense  Fund 

From  General  Revenue  Fund  $6,000,000E 

From  Conservation  Commission  Fund  130,000E 

From  Office  of  Administration  Revolving  Administrative  Trust  Fund   17,435E 

From  Park  Sales  Tax  Fund  lOO.OOOE 

From  Soil  and  Water  Sales  Tax  Fund  10,000E 

From  State  Highways  and  Transportation  Department  Fund   500.000E 

Total  $6,757,435 


Please  note  that  every  funding  source  for  the  Legal  Expense  Fund  has  been  given  an  "E" 
estimated  authority  which  can  be  raised  to  whatever  level  necessary.  Because  of  the  flexibility 
and  unlimited  spending  authority  provided  in  this  appropriation  section  it  is  assumed  that  this 
section  would  be  the  one  most  likely  used  to  fulfill  the  requirements  of  SJR  36.  Historically,  the 
Office  of  Administration  Division  of  General  Services  pays  whatever  bills  are  sent  to  it  by  the 
Attorney  General's  Office. 
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Under  the  provisions  of  SJR  36  it  seems  that  there  would  likely  be  four  types  of  cases  affecting 
the  litigation  expenses  of  the  Attorney  General's  Office 

•  Appellate  cases  -  The  Attorney  General's  office  defends  the  state  in  federal  courts.  An 
example  of  this  in  a  gun  law  case  occurred  recently  when  the  Missouri  Attorney  General 
joined  21  other  Attorneys  General  from  across  the  nation  to  file  a  friend  of  the  court  brief 
in  opposition  to  a  New  York  law  banning  certain  kinds  of  semi-automatic  weapons. 
Joining  these  types  of  cases  would  presumably  be  mandatory  for  the  Attorney  General  if 
SJR  36  passed,  since  decisions  in  the  federal  courts  anywhere  in  the  country  could  have 
an  impact  on  the  right  to  bear  arms  in  Missouri.  Such  federal  court  decisions  could 
conflict  with  new  Missouri  rights  and  under  the  new  constitutional  provisions  of  SJR  36 
would  have  to  be  appealed  to  the  U.S.  Supreme  Court. 

•  Federal  cases  -  Changes  to  laws  related  to  the  right  to  bear  arms  in  Kansas  in  2013 
resulted  in  a  letter  from  the  U.S.  Attorney  General  to  Kansas  Governor  Sam  Brownback 
regarding  the  federal  government's  intention  to  continue  to  take  all  appropriate  action, 
including  litigation  if  necessary  to  enforce  federal  laws.  The  letter  was  dated  just  one  day 
after  the  law  went  into  effect.  (See  attachment  1)  The  State  of  Missouri  should  expect 
the  same  type  of  quick  response  to  its  laws  and  receipt  of  federal  funds  if  SJR  36  passes. 
The  fiscal  note  for  the  Kansas  bill  assumed  that  defending  legal  challenges  to  the  law 
would  cost  $100,000  to  $350,000  in  FY  2014  and  $100,000  in  FY  2015,  the  first  two  full 
years  of  implementation  for  the  act.  We  should  expect  no  less  because  SJR  36  is  a 
constitutional  amendment  rather  than  a  bill  and  it  would  enact  the  most  expansive  gun 
laws  provision  in  the  country. 

•  Cases  for  individual  persons  -  The  Attorney  General's  office  said  in  its  legislative  fiscal 
note  response  that  "significant  litigation  may  ensue  if  this  requires  the  AGO  to  bring  suit, 
particulariy  if  it  is  required  to  represent  individual  Missourians."  The  Attorney  General's 
office  could  be  required  to  defend  cases  that  are  substantially  different  than  in  the  past. 

For  cases  in  which  a  defendant  is  indigent  the  court  assigns  the  case  to  a  State  Public 
Defender.  When  the  defendant  is  not  indigent  the  defendant  must  bear  the  cost  of  the 
defense.  Under  the  constitutional  language  of  SJR  36,  however,  the  state  would  be 
obligated  to  defend  the  new  constitutional  language  and  could  in  no  circumstance  refuse 
to  do  so.  Non-indigent  defendants  may  now  have  a  constitutional  right  to  be  protected 
and  defended  by  the  state  on  their  right  to  bear  arms  claims.  In  these  non-indigent  cases 
the  local  prosecutor  will  be  working  for  conviction  and  the  Attorney  General's  office  would 
be  acting  in  a  similar  role  as  the  Public  Defender  does  for  indigent  cases.  The  Attorney 
General's  office  would  have  to  decide  whether  to  create  a  separate  unit  within  the  office 
to  handle  the  cases,  negotiate  a  rate  with  one  or  more  law  firms  or  lawyers  and  pay  the 
expense  from  the  Legal  Expense  Fund,  or  allow  private  lawyers  to  bill  the  state  for  their 
costs  and  pay  it  from  the  Legal  Expense  Fund. 

Normally,  the  Attorney  General's  office  supports  the  work  of  the  state's  prosecutors. 
However,  as  the  Attorney  General's  office  tiegins  to  work  to  represent  individual 
Missourians  legal  conflicts  may  arise.  The  Office  of  Administration's  Legal  Expense  Fund 
is  set  up  to  deal  with  legal  conflicts  and  could  be  used  to  do  so  in  these  instances. 

•  Civil  cases  -  These  cases  vwDuld  also  be  likely  to  occur,  including  claims  by  individuals 
that  their  rights  were  violated.  One  example  would  be  an  individual  being  barred  from 
state  owned  buildings  or  leased  facilities.  These  cases  could  also  face  local 
governments  and  would  need  to  be  addressed,  likely  at  the  state's  cost. 

•  Review  of  past  convictions  -  With  passage  of  SJR  36,  and  the  litigation  that  would  occur 
as  a  result,  case  law  will  establish  what  is  legal  and  possible  in  Missouri.  A  likely  result 
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would  be  that  things  that  were  crimes  in  the  past  will  no  longer  be  crimes  under  the  new 
constitution.  A  similar  circumstance  has  occurred  in  Colorado,  for  example,  where 
individuals  are  currently  in  prison  or  under  state  supervision  for  crimes  related  to 
possession  of  marijuana  which  are  no  longer  crimes  after  Colorado  passed  marijuana 
decriminalization  The  state  should  expect  that  such  individuals  would  appeal  for  review 
of  their  case.  This  would  likely  result  in  costs  for  both  the  Attorney  General's  office  and 
the  Department  of  Corrections  to  review  the  case.  In  addition,  the  Department  of  Public 
Safety  Missouri  State  Highway  Patrol  will  have  costs  related  to  changing,  expunging,  and 
redacting  criminal  history  records. 

SJR  36  would  require  the  defense  of  gun  law  claims  and  would  give  the  Attorney  General's  office  the 
resources  necessary  since  under  no  circumstances  can  he  refuse  to  defend  those  lawsuits.  For  a 
brief  period  when  claims  are  yet  to  be  filed  it  is  expected  that  the  Attorney  General  would  temporarily 
shift  resources  from  other  functions  to  prepare  for  SJR  36  claims  Given  the  Attorney  General's 
access  to  a  FY  2015  Legal  Expense  Fund  appropriation  that  is  unlimited  and  a  constitutional 
requirement  that  obligates  him  to  defend  those  cases,  it  is  assumed  that  he  would  quickly  create  a 
new  internal  unit  to  fully  meet  these  new  responsibilities  while  not  diluting  the  other  functions  of  the 
office. 

For  purposes  of  this  fiscal  analysis  the  table  below  has  been  prepared.  The  Attorney  General's  Office 
could  request  and  receive  funding  for  a  gun  \avjs  litigation  unit  much  like  it  has  for  its  Medicaid  ft-aud 
unit.  The  Medicaid  fraud  unit  is  budgeted  for  28  FTE  and  $2.8  million  split  between  general  revenue 
and  federal  funds.  The  gun  law  litigation  unit  would  have  to  be  funded  from  the  state's  general 
revenue  fund  since  SJR  36  does  not  include  provisions  to  fund  the  costs  it  requires  from  any  other 
funding  source.  A  minimal  unit  to  deal  with  these  cases  would  be  expected  to  have  a  senior  lawyer  in 
charge  with  additional  lawyers  depending  upon  the  extent  of  litigation.  An  additional  Executive 
Assistant  (clerical)  would  also  be  expected. 


GUN  LAW  LITIGATION 

UNIT  FOR  ATTORN 

EY  GENERAL'S  OFFICE 

FTE 

Salarv 

Cost 

Personal  Services 

Assistant  Attorney  General 

3.00 

$92,875 

$278,625 

Salary  assumed  at  average 
salary  of  Medicaid  fraud  unit  for 
the  same  level  of  employees 
plus  the  half  year  1%  pay  plan 
approved  for  FY  2015. 

Investigator 

1.00 

$30,801 

$30,801 

Legal  Secretary 

1.00 

$37,839 

$37,839 

subtotal  personal  services 

5.00 

$347,265 

Expense  and  Eauioment 

Count 

Rate 

Cost 

Travel  -  in-state 

$10,706 

One  trip  per  month  for  3  people 
for  2  days  -  hotel  ($105/night), 
meals  {$30/day),  mileage 
($0.26/mile,  240  mile  round  trip) 

Travel  -  out-of-state 

$4,962 

5  trips  of  3  days  by  2  people  - 
hotel  ($125/night),  meals 
{$30/day),  mileage  ($0.26/mile, 
240  mile  trip  to  Lambert  Airport) 

Supplies 

5 

$345 

$1,725 

From  FY  20 1 5  OA  Budget  and 
Planning  budget  instructions 
page  48 

Computer  equipment 

5 

$696 

$3,480 

Office  equipment 

5 

$2,384 

$11,920 
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Professional  Services 

200 

$150 

$30,000 

Expert  witnesses,  additional 
outside  legal  services.  200 
hours  times  $150/hr  rate  paid 
for  medical  malpractice 

Miscellaneous 

$2,500 

Publications  and  other 
expenses 

subtotal  Expense  and  Equipment 

$65,293 

Fringe  benefits 

RATE  %  OF 
PERSONAL 
SERVICES 

All  rates  per  Office  of 
Administration,  Division  of 
Budget  and  Planning 

Social  Security 

7.65% 

$26,566 

Retirement  -  MOSERS 

16.97% 

$58,931 

Long-term  disability  -  MOSERS 

0.50% 

$1,736 

Basic  Life  Insurance  (Actives)  -  MOSERS 

0.32% 

$1,111 

Basic  Life  Insurance  (Retirees)  - 
MOSERS 

0.12% 

$399 

Medical  Insurance  (Actives)  -  MOSERS 

22.70% 

$78,829 

Medical  Insurance  (Retirees)  -  MOSERS 

4.oUvo 

Unemployment  Compensation 

A  ICO/ 

vvorKers  oompensaiion 

1 .90  /o 

3)0, 4t3/ 

Deferred  Compensation 

1.62% 

$5,626 

OPEB 

2.21% 

$7,675 

subtotal  fringe  benefits 

$201,848 

GRAND  TOTAL 

$614,406 

Legal  Expense  rate 

$150 

Medical  Malpractice  rate  used 
in  Legal  Expense  Fund 
pynpnHiturf*^   Thi^  i^  a  low 
rate.  Final  rate  for  bear  arms 
cases  would  be  negotiated  by 
the  Attorney  General's  office 

Hours  equivalent  if  funded  entirely  from 
Legal  Defense  Fund 

4,096 

The  Missouri  State  Highway  Patrol  website  allows  a  user  to  query  the  Uniform  Crime  Reporting  series  on 
criminal  arrest  statistics  (see  link  below).  Using  this  source  the  table  below  has  been  prepared  showing 
the  number  of  weapons  arrests  for  the  last  three  years  where  full  year  data  is  available  -  201 1,  2012,  and 
2013.  There  have  been  almost  10,000  arrests  on  weapons  charges  over  the  past  three  years,  an 
average  of  3,327  per  year.  This  is  the  starting  universe  for  possible  assignment  to  the  Public  Defender  or 
the  Attorney  General's  office.  The  UCR  statistics  only  provide  a  summary  and  do  not  contain  information 
to  break  down  the  totals  into  specific  types  or  categories  to  determine  which  of  these  offenses  is  most 
likely  to  be  litigated  as  a  result  of  SJR  36.  To  further  break  down  the  arrests  into  the  various  weapons 
categories  would  require  contacting  each  individual  law  enforcement  agency  according  to  the  CJIS 
section  of  the  Missouri  Highway  Patrol. 

http //www.mshp  dps.missouri  qov/MSHPWeb/SAC/data  and  statistics  ucr  query  backup  htm! 
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UNIFORM  CRIME  REPORTING 
WEAPONS  CHARGES 


Year 

Male 

Female 

Total 

2011 

3,198 

264 

3,462 

2012 

3,036 

325 

3,361 

2013 

2,910 

247 

3,157 

Total  last  3  years 

9,144 

836 

9,980 

Average  for  past  3  years 

3,048 

279 

3,327 

Additional  data  has  been  requested  of  the  Department  of  Corrections  to  identify  the  number  of  cases 
coming  to  their  agency  for  prison,  120  day  shock,  and  probation  by  the  various  w^eapons  categories. 
However,  that  data  is  not  yet  available  at  the  time  of  the  submission  of  this  fiscal  analysis. 

Department  of  Corrections  and  Department  of  Public  Safety 

As  noted  above  in  the  discussion  of  costs  possibly  facing  the  Attorney  General's  office,  the  Department  of 
Corrections  is  likely  to  be  asked  to  review  cases  to  identify  instances  where  someone  was  placed  under 
its  supervision  (prison,  120  day  shock,  or  probation)  for  things  that  were  crimes  in  the  past  that  will  no 
longer  be  crimes  under  the  new  constitution.  Presumably,  a  priority  would  be  given  to  those  individuals 
currently  under  the  supervision  of  the  department.  A  data  request  has  been  submitted  to  the  Department 
of  Corrections  to  identify  the  number  of  cases  coming  to  their  agency  for  prison,  120  day  shock,  and 
probation  by  the  various  weapons  categories.  However,  that  data  is  not  yet  available  at  the  time  of  the 
submission  of  this  fiscal  analysis. 

A  review  of  this  nature  would  require  at  least  the  following  tasks: 

•  identification  using  the  department's  data  system  of  all  individuals  placed  under  the  supervision  of 
the  Department  of  Corrections.  There  are  over  50  different  charge  codes  for  weapons  offenses. 
The  analysis  should  identify  those  currently  under  supervision  and  perhaps  be  able  to  identify  the 
weapons  offenses  most  likely  needing  review 

•  pulling  all  files  of  such  individuals  by  a  clerical  staff 

•  review  of  the  files  by  an  investigator  or  other  trained  employee 

•  review  of  the  relevant  files  by  a  Probation  and  Parole  officer,  a  department  lawyer,  and  a  lawyer 
from  the  Attorney  General's  office 

•  submission  of  the  file  to  the  Parole  Board,  if  appropriate,  for  consideration 

•  preparing  a  written  report  or  response  as  necessary  for  the  Parole  Board,  circuit  court  judges, 
and  for  the  defendant's  attorney 

•  submission  of  the  file  and  a  recommendation  to  the  Governor's  office  as  necessary  for  possible 
commutation  of  the  sentence 

•  submitting  all  necessary  forms  with  the  Judiciary  and  the  Missouri  State  Highway  Patrol  to  ensure 
that  criminal  history  records  are  updated 

•  updating  all  criminal  records  for  any  changes 

In  addition,  costs  in  criminal  case  reimbursements  to  the  counties  and  the  City  of  St.  Louis  may  increase 
as  the  result  of  passage  and  implementation  of  SJR  36.  The  budget  for  this  reimbursement  is  included  in 
the  budget  of  the  Department  of  Corrections.  This  is  discussed  in  more  detail  in  the  section  on  local 
costs. 

In  preparing  the  legislative  fiscal  note  the  Oversight  Division  did  not  ask  the  Department  of  Corrections  to 
review  its  possible  costs.  The  two  issues  explained  above  were  therefore  not  considered. 
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Office  of  Administration  and  other  state  agencies 


The  Office  of  Administration  is  responsible  for  providing  central  management,  administration,  and  policy 
direction  to  the  state  agencies  for  state  buildings  and  leased  properties.  According  to  the  Office  of 
Administration  there  are  is  3.7  million  sq.  ft.  of  state  owned  space  and  8  million  sq.  ft.  of  institutional 
space.  The  Office  of  Administration  estimates  that  there  are  3,200  state-owned  buildings/sites.  In 
addition,  the  Office  of  Administration  provides  procurement,  contract  management,  and  coordination  for 
520  lease  contracts  totaling  3.2  million  square  feet  of  leased  space  statewide.  The  Office  of 
Administration  and  other  agencies  may  face  the  following  items  of  additional  cost  as  a  result  of  SJR  36. 
The  Office  of  Administration  was  not  one  of  the  four  agencies  asked  to  review  SJR  36.  Thus,  their 
possible  costs  or  concerns  were  not  addressed  in  the  legislative  fiscal  note. 

1 .   Posting  of  notices  -  The  Office  of  Administration  is  responsible  for  ensuring  that  appropriate 
notices  are  posted  in  state  owned  and  leased  property  on  whether  firearms  are  allowed  to  be 
carried  into  and  possessed  in  these  buildings.  If  SJR  36  passed  and  as  litigation  occurred  as 
a  result  that  further  refines  the  limits,  or  lack  thereof,  of  the  right  to  possess  firearms  in 
buildings  the  Office  of  Administration  would  be  required  to  post  the  most  current  directive.  In 
addition,  outreach  notices,  e-mails,  newsletters,  and  other  means  would  be  used  to  inform 
state  employees  of  the  requirements.  Failure  to  do  so  would  result  in  litigation  by  someone 
barred  from  a  building  inappropriately  or  by  a  state  employee  for  actions  taken  while 
uninformed  of  any  new  requirements.  Such  notices  would  need  to  be  posted  at  multiple 
entrances  at  each  site. 

The  cost  of  just  one  printing  and  posting  of  such  a  notice  to  be  printed  for  state  owned  and 
leased  facilities  and  preparing  the  outreach  documents  for  the  state's  approximately  57,000 
employees  is  estimated  at  $37,200. 


OA  NOTIFICATION  COSTS 


Number  of  state  owned 
sites/buildings 

3,200 

Number  of  state  lease  contracts 

520 

Total  notices 

3,720 

Cost  of  printing  new  rules  and 
also  notifying  all  of  approximately 
57,000  state  employees  of  the 
rules 

$10 

Total  cost 

$37,200 

2.  Security  -  SJR  36  would  require  that  the  state  "shall  be  obligated  to  uphold  these  rights  and 
shall  under  no  circumstances  decline  to  protect  against  their  infringement."  Defending  these 
rights  through  litigation  has  already  been  examined  in  this  fiscal  analysis.  However,  it  is  also 
clear  that  the  Prosecuting  Attorneys  in  Jackson  County  and  St.  Louis  City  (see  attachment  2) 
informed  the  General  Assembly  that  SJR  36  could  ultimately  have  deadly  unintended 
consequences  such  as: 

•  allowing  convicted  gang  members  and  drug  dealers  to  carry  deadly  weapons  on  our 
streets 

•  allowing  domestic  violence  defendants  to  continue  to  possess  deadly  weapons  despite 
evidence  that  they  pose  a  threat  to  the  life  of  their  victims 
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•    allowing  those  that  wish  to  do  our  children  harm  the  right  to  carry  deadly  weapons  into 
our  schools 

SJR  36  would  delete  the  phrase  "but  this  shall  not  justify  the  wearing  of  concealed  weapons" 
from  the  current  constitutional  language.  Louisiana  deleted  similar  language  about  the 
wearing  of  concealed  weapons.  Litigation  in  Louisiana  has  already  explored  whether  the 
deletion  of  this  phrase  meant  that  no  regulation  of  concealed  weapons  is  allowed. 

SJR  36  on  the  other  hand  would  add  the  language  below.  One  question  that  would  likely  be 
explored  is  whether  by  establishing  only  two  instances  where  the  right  to  bear  arms  is  limited 
that  these  are  the  only  two  that  are  allowed  at  all.  If  so,  some  may  argue  that  Missouri  could 
conceivably  become  a  conceal  carry  state  with  no  permit  required. 

"Nothing  in  this  section  shall  be  construed  to  prevent  the  general  assembly  from 
enacting  general  laws  which  limit  the  rights  of  convicted  violent  felons  or  those 
adjudicated  by  a  court  to  be  a  danger  to  self  or  others  as  result  of  a  mental  disorder  or 
mental  infirmity." 

At  least  part  of  the  prosecuting  attorney's  argument  is  that  SJR  36  and  the  case  law  it  would 
create  may  result  in  fewer  legal  regulations  against  the  right  to  bear  arms.  Any  deterrent 
effect  of  those  laws  might  be  increasingly  whittled  away.  If  the  general  public  and  local 
elected  officials  believe  that  the  effect  of  the  changes  related  to  SJR  36  subject  the  public  to 
increased  jeopardy  then  additional  secuhty  staff  may  be  required  in  a  variety  of  instances. 
State  government  officials  may  want  and  need  more  security  personnel  at: 

•  State  Schools  for  the  Severely  Handicapped 

•  higher  education  institutions 

•  courthouses 

•  state  office  buildings 

•  correctional  institutions 

•  mental  health  facilities 

•  state  leased  property  housing  state  workers 

•  and  any  other  state  facility 

The  Office  of  Administration  reports  that  there  are  about  3,200  state  sites/buildings  and  520 
state  leases.  This  number  does  not  include  sites  for  the  Missouri  Department  of 
Transportation,  the  Department  of  Natural  Resources,  the  Department  of  Conservation,  or 
higher  education  institutions.  The  cost  to  hire  additional  security  officers  for  half  of  these 
facilities  would  be  $1 14.6  million  general  revenue. 
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OA  SECURITY  COSTS 


Number  of  state  owned 
siies/DUiiuings 

3,200 

Number  of  state  leases 

520 

subtotal  possible  sites  for 
security  officer 

3,720 

Discount  %  for  those  buildings 
with  officers  already  or  where  the 
state  would  decide  to  do  without 
a  security  officer 

50% 

State  sites  needing  security 
officers 

1,860 

Salary  of  Capitol  Police  Officer 
(based  on  mid-point  of  salary  for 
Capitol  Police  Officer  in 
Jefferson  City) 

$38,958 

Fringe-benefit  costs  (58.13%) 
per  officer 

$22,646 

Cost  of  officer  plus  fringe 

$61,604 

Cost  for  new  security  officers 

$114,583,971 

In  addition,  the  Office  of  Administration  and  the  Department  of  Public  Safety  Capitol  Police 
are  responsible  for  security  at  the  State  Capitol.  After  the  attacks  of  9/1 1  in  2001  additional 
security  officers  and  equipment  were  installed  at  the  State  Capitol.  The  $1.1  million  general 
revenue  cost  to  the  budget  at  the  time  are  shown  in  the  following  table. 

CAPITOL  BUILDING  SECURITY  INCREASES  AFTER  9/11 


FY  2002  supplemental  costs 

$202,500 

FY  2003  costs  for  Public  Safety 

$909,894 

Total 

$1,112,394 

Those  costs  included  two  additional  Capitol  Police  Officers  and  funding  for  equipment. 
Additional  costs  for  improvements  were  made  by  the  Office  of  Administration  at  the  time  but 
the  cost  for  those  are  not  available  from  current  online  documents.  The  cost  to  reestablish 
the  posts  and  operations  at  the  State  Capitol  are  estimated  at  $609,509  general  revenue  as 
shown  in  the  following  table. 
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COST  TO  REESTABLISH  SECURITY  AT  STATE  CAPIl 

roL 

PTE 

Salary 

Cost 

Personal  Services 

Capitol  Police  Officer 

2.00 

$38,958 

$77,916 

Salary  assumed  at 
mid-point  of  range 

Expense  and  EauiDment 

One-time  equipment  and  improvements. 

$486,304 

Based  on  same 
cost  from  FY  2003 
with  no  inflation  or 
changes  in 
requirements  or  the 

iiiLriCdoCU  uuaio  \Ji 

updated 
technologies. 
Does  not  include 
Office  of 
Administration 
possible  costs  for 
facility 

improvements. 

Frinqe  benefits 

Kate  ot  vo 
of 

Personal 
Service 

Social  Security 

7.65% 

$5,961 

All  rates  per  Office 
of  Administration, 
Division  of  Budget 
and  Planning 

Retirement  -  MOSERS 

16.97% 

$13,222 

Long-term  disability  -  MOSERS 

0.50% 

$390 

Dasic  Lire  insurance  (Aciives)  - 
MOSERS 

0.32% 

$249 

Basic  Life  Insurance  (Retirees)  - 
MOSERS 

0.12% 

$90 

Medical  Insurance  (Actives)  -  MOSERS 

22.70% 

$17,687 

Medical  Insurance  (Retirees)  - 
MOSERS 

4.30% 

$3,350 

Unemployment  Compensation 

0.16% 

$125 

Workers  Compensation 

1.58% 

$1,231 

Deferred  Compensation 

1.62% 

$1,262 

OPEB 

2.21% 

$1,722 

subtotal  fringe  benefits 

$45,289 

GRAND  TOTAL 

$609,509 
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3.   Insurance  costs  -  The  state  self-insures  its  state  owned  facilities.  However,  for  leased 

facilities  the  cost  of  liability  and  other  insurance  is  embedded  in  the  rate  that  is  charged  to  the 
state  in  the  lease  agreement.  Should  landlords  become  increasingly  concerned  about  the 
liability  costs  of  housing  state  employees  in  their  buildings  the  cost  of  leasing  space  would 
increase.  The  Office  of  Administration  Division  of  Facilities  Management,  Design  and 
Construction  is  responsible  for  bidding  the  state  property  leases.  Leases  are  not  all  bid  in  the 
same  year  and  the  term  of  the  lease  can  vary  by  the  type  of  property  and  the  state's 
anticipated  need  for  that  kind  of  space.  Therefore,  the  full  impact  of  any  uncertainty  about 
what  can  be  carried  into  a  leased  property  would  be  a  concern  for  the  state's  landlords. 
Changes  in  the  state's  laws  and  their  interpretation  will  need  to  be  communicated  by  the 
Office  of  Administration  to  the  landlords.  The  Office  of  Administration  may  need  to  modify 
contracts  with  the  landlords  depending  upon  the  type  of  change  made  in  the  state's  laws  and 
interpretation  of  those  laws.  This  fiscal  analysis  does  not  calculate  the  cost  of  notifying  the 
landlords  or  changing  contracts  though  that  is  likely  to  be  required.  The  issue  of  insurance 
costs  is  further  explicated  in  the  section  on  local  schools  below  explaining  the  difficulty  faced 
by  local  Kansas  schools  in  obtaining  liability  insurance  at  any  rate  due  to  changes  in  that 
state's  gun  laws.  The  table  below  shows  the  budget  amounts  by  fund  included  for  leased 
properties  for  FY  2015,  a  total  of  $108.8  million.  It  assumes  that  the  price  of  the  state's 
leases  will  increase  $3.3  million  vjhich  is  three  percent  as  a  result  of  the  uncertainty  and 
requirements  of  SJR  36. 


FY  2015  TAFP  APPROPRIATION  TOTAL  FOR  HB  2013 
FOR  LEASED  PROPERTIES 


Fund 

Amount 

3%  increase 
due  to 
uncertainty  of 
SJR  36 

General  Revenue 

$76,683,090 

$2,300,493 

Federal  Funds 

$18,606,615 

$558,198 

Other  Funds 

$13,502,006 

$405,060 

Total 

$108,791,711 

$3,263,751 

Local  Costs 


SJR  36  has  the  possibility  of  requiring  a  variety  of  new  costs  of  county  and  local  governments.  It  would 
be  wise  if  all  of  them  kept  good  financial  and  other  tracking  documents  to  ensure  that  they  are  prepared 
to  request  reimbursement  for  any  new  or  increased  cost.  Missouri's  constitutional  Hancock  Amendment 
(Article  X,  Sections  1  to  24)  establishes  limits  on  revenue  collection  and  expenses.  Article  X,  Section  21 
prohibits  the  state  from  reducing  the  state  financed  proportion  of  any  existing  activity  or  service.  In 
addition,  that  section  also  requires  the  state  to  pay  for  any  new  service  or  activity.  This  analysis  only 
identifies  and  discusses  three  such  possible  costs  outlined  below. 

The  legislative  fiscal  note  identifies  three  sources  of  information  -  Attorney  General,  Secretary  of  State, 
Department  of  Public  Safety.  When  contacted  the  Oversight  Division  also  indicated  that  the  request  was 
sent  to  the  Highway  Patrol  as  well.  The  Oversight  Division  indicated  by  phone  that  no  other  agencies 
were  given  the  opportunity  to  review  the  bill.  The  Oversight  Division  did  not  send  the  bill  out  to  any  local 
government  agency  for  review  even  though  that  is  done  frequently  for  legislation  considered  by  the 
General  Assembly.  The  possible  costs  and  concerns  of  local  governments  were  therefore  not  considered 
in  the  legislative  fiscal  note. 
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1 .  Jail  costs  -  Counties  and  the  City  of  St.  Louis  are  reimbursed  for  certain  costs  incurred  in  tfie 
prosecution  and  incarceration  of  indigent  defendants  in  criminal  cases.  In  addition,  counties 
or  county  sheriffs  offices  are  paid  for  costs  of  transporting  prisoners  and  the  costs  of  serving 
extradition  warrants.  Funding  for  this  duty  is  located  in  the  budget  of  the  Department  of 
Corrections,  The  state  budget  passed  by  the  General  Assembly  for  FY  2015  includes  $43.3 
million  to  pay  these  costs  compared  to  the  FY  2014  appropriation  of  $38.1  million.  The  FY 
2014  rate  paid  is  $19.58  per  offender  per  day.  The  rate  had  been  as  high  as  $22  per  day 
until  the  appropriation  was  reduced  by  $5  million  during  the  recent  recession  and  state 
budget  difficulties.  The  FY  2015  rate  should  be  closer  to  $22  assuming  that  the  Governor 
does  not  veto  or  withhold  from  the  appropriation. 

The  counties,  the  City  of  St.  Louis,  and  the  Missouri  Association  of  Counties  have 
complained  for  many  years  that  the  rate  paid  is  substantially  less  than  it  costs  them  to 
provide  these  services.  This  is  due  to  a  variety  of  costs  according  to  the  counties  including 
substantial  medical  costs  expended.  However,  the  documentation  of  the  costs  associated 
with  these  activities  were  not  documented  very  well  at  the  time  the  Hancock  Amendment 
passed  in  1980.  Therefore,  it  has  not  been  possible  for  them  to  demonstrate  the  increased 
cost  or  the  increased  proportion  of  those  costs  under  the  Hancock  Amendment  and  improve 
or  lock  in  a  reimbursement  at  a  higher  level.  It  would  behoove  the  counties  and  the  City  of 
St.  Louis  to  document  their  current  costs  and  track  all  expenditures  related  to  increased  jail 
costs  and  other  activities  related  to  changes  related  to  SJR  36.  Under  the  Hancock 
Amendment  any  new  activities  may  be  required  to  be  reimbursed  at  100%  of  the  cost  and 
any  increased  cost  above  the  current  proportion  paid  by  the  state  could  also  be  claimed. 

One  example  of  such  cost  occurred  in  Louisiana  As  noted  eariier,  Orleans  Parish  faced  the 
first  wave  of  claims  after  the  passage  of  its  right  to  bear  arms  amendment.  In  the  first  case 
that  came  before  the  district  court  the  judge  ruled  that  the  entire  firearms  statute  challenged 
was  unconstitutional  given  the  new  constitutional  amendment.  Under  Louisiana  law  since  the 
case  invalidated  the  entire  law  as  unconstitutional  the  case  went  directly  to  the  Louisiana 
Supreme  Court  and  bypassed  the  Appellate  Court.  Pending  the  appeal  of  the  first  case  the 
district  court  judge  postponed  ruling  on  all  of  the  other  similar  cases.  The  result  was  that 
some  individuals  remained  in  Orleans  Parish  Prison  for  months  while  the  appeal  was 
pending.  In  Missouri  such  a  case  would  go  through  the  appellate  level.  However,  SJR  36 
and  its  resulting  case  law  and  meeting  those  requirements  may  be  considered  a  new  duty 
that  has  been  assigned  to  the  counties.  Given  the  frustration  of  the  counties  and  the  City  of 
St.  Louis  about  criminal  cost  reimbursements  over  the  years  at  the  very  least  SJR  36  may 
allow  them  to  begin  increasing  their  reimbursements  for  well  documented  new  duties. 

2.  Security  -  SJR  36  requires  that  the  state  "shall  be  obligated  to  uphold  these  rights  and  shall 
under  no  circumstances  decline  to  protect  against  their  infringement."  Defending  these  rights 
through  litigation  has  already  been  examined  in  this  fiscal  analysis.  However,  it  is  also  clear 
that  the  Prosecuting  Attorneys  in  Jackson  County  and  St.  Louis  City  (see  attachment  2) 
informed  the  General  Assembly  that  SJR  36  may  ultimately  have  deadly  unintended 
consequences  such  as; 

•  allowing  convicted  gang  members  and  drug  dealers  to  carry  deadly  weapons  on  our 
streets 

•  allowing  domestic  violence  defendants  to  continue  to  possess  deadly  weapons  despite 
evidence  that  they  pose  a  threat  to  the  life  of  their  victims 

•  allowing  those  that  wish  to  do  our  children  harm  the  right  to  carry  deadly  weapons  into 
our  schools 

SJR  36  deletes  the  phrase  "but  this  shall  not  justify  the  wearing  of  concealed  weapons"  from 
the  current  constitutional  language.  Louisiana  deleted  similar  language  about  the  wearing  of 
concealed  weapons.  Litigation  in  Louisiana  has  already  explored  whether  the  deletion  of  this 
phrase  meant  that  no  regulation  of  concealed  weapons  is  allowed. 
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SJR  36  on  the  other  hand  adds  the  language  below.  One  question  that  will  likely  be  explored 
is  whether  by  establishing  only  two  instances  where  the  right  to  bear  arms  is  limited  that 
these  are  the  only  two  that  are  allowed  at  all.  If  so,  some  may  argue  that  Missouri  could 
conceivably  become  a  conceal  carry  state  with  no  permit  required. 

"Nothing  in  this  section  shall  be  construed  to  prevent  the  general  assembly  from 
enacting  general  laws  which  limit  the  rights  of  convicted  violent  felons  or  those 
adjudicated  by  a  court  to  be  a  danger  to  self  or  others  as  result  of  a  mental  disorder  or 
mental  infirmity." 

At  least  part  of  the  prosecuting  attorney's  argument  is  that  SJR  36  and  the  case  law  it  creates 
may  result  in  fewer  legal  regulations  against  the  right  to  bear  arms.  Any  deterrent  effect  of 
those  laws  may  be  increasingly  whittled  away.  If  the  general  public  and  local  elected  officials 
believe  that  the  effect  of  the  changes  related  to  SJR  36  subject  the  public  to  increased 
jeopardy  then  additional  security  staff  may  be  required  in  a  variety  of  instances.  Local 
officials  may  want  and  need  more  security  personnel  at: 

•  at  K- 12  schools 

•  higher  education  institutions 

•  courthouses 

•  public  libraries 

•  transit  facilities 

•  on  buses  or  light  rail  similar  to  air  marshals  now  on  the  nation's  planes 

•  health  clinics 

•  polling  stations  during  elections 

•  and  any  other  public  facility 

If  the  local  entities  properly  document  their  costs  before  enactment  of  SJR  36  and  show  that 
the  increased  costs  are  related  to  changes  that  were  necessary  or  prudent  in  amount  or 
proportion  then  they  may  have  a  right  to  a  Hancock  Amendment  reimbursement.  In  addition, 
any  costs  related  to  posting  the  firearms  security  requirements  of  these  facilities  is  a  new 
duty  and  may  be  a  reimbursable  cost. 

Elementary  and  Secondary  Education  -  K-12  security  and  insurance 

Public  schools  are  a  particular  concern  for  communities.  The  shootings  at  Newtown  and 
Columbine  among  others  have  led  to  a  widespread  debate  about  how,  or  whether,  public 
schools  should  have  additional  protection.  In  the  State  of  Kansas  in  response  to  a  new  law 
the  publication  Business  Insurance  reported  that  the  largest  insurer  of  Kansas  public  school 
districts,  Des  Moines,  Iowa-based  EMC  Insurance  Cos.  said  it  would  not  insure  districts  that 
allow  employees  to  carry  guns  on  school  property  (web  link  below).  The  company  justified 
this  decision  based  on  the  increased  liability  risk  it  saw  being  created.  Missouri  school 
districts  would  face  the  same  risk.  School  districts  need  liability  insurance.  Should  Missouri 
school  districts  find  an  insurance  company  willing  to  offer  such  insurance  the  additional  cost 
may  be  reimbursable  by  the  state. 

http://www  businessinsurance  com/article/20130728/NEWS06/307289980 

Given  that  it  is  possible  the  districts  could  find  it  difficult  to  find  such  insurance  it  is  more 
likely  that  the  solution  to  greater  protection  would  be  the  hiring  of  school  resource  officers  - 
an  officer  from  the  local  police  or  sheriffs  department  assigned  to  each  school.  According  to 
the  Missouri  Department  of  Elementary  and  Secondary  Education  there  are  2,362  public 
schools  in  the  state.  The  Department  of  Elementary  and  Secondary  Education  did  not  have 
information  readily  available  on  the  number  of  school  resource  officers  currently  in  the 
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schools.  The  following  table  assumes  that  half  of  these  buildings  either  have  school 
resource  officers  or  the  school  district  will  decide  not  to  hire  such  an  officer  to  place  in  their 
schools.  The  cost  to  hire  a  school  resource  officer  for  half  the  schools  would  be  $53.8  million 
and  may  be  a  reimbursable  cost  of  the  constitutional  amendment. 


SCHOOL  RESOURCE  OFFICERS 


#  of  schools  statewide  according  to 
the  Department  of  Elementary  and 
Secondary  Education 

2,362 

Discount  %  for  those  buildings  with 
officers  already  or  where  district 
would  decide  to  do  without  a  school 
resource  officer 

50% 

School  buildings  needing  resource 
officers 

1.181 

Salary  of  School  Resource  officer 
(based  on  mid-point  of  salary  for 
Police  Officer  II  in  Jefferson  City  but 
no  fringe  benefits) 

$45,528 

Cost  for  new  school  resource 
officers 

$53,768,568 

Loss  of  Federal  Funds  when  state  law,  policies,  or  actions  conflict  with  federal  law 

The  state  of  Missouri  receives  a  large  amount  of  federal  funds  for  law  enforcement  for  various  federal 
programs  through  the  Missouri  Department  of  Public  Safety.  In  addition,  the  Missouri  Department  of 
Conservation  receives  federal  funds  for  its  activities  through  a  fund  share  program  which  allows  it  to 
receive  a  portion  of  federal  funds  collected  as  a  result  of  taxes  and  fees  on  sporting,  hunting,  and  other 
activities.  The  Department  of  Conservation  gets  federal  funds  based  on  its  proportion  of  state  license 
fees  compared  to  the  other  states.  The  Missouri  Department  of  Conservation  reported  that  it  collected 
about  $25  million  (see  table  below)  as  a  result  of  a  federal  revenue  sharing  program  related  to  the 
licenses  it  sells.  The  federal  money  is  deposited  into  its  dedicated  fund.  In  preparing  the  legislative  fiscal 
note  the  Oversight  Division  did  not  ask  the  Department  of  Conservation  to  review  its  possible  costs  or 
concerns.  Thus,  their  issues  were  not  considered. 


FY13  Apportionment 


Missouri  Wildlife  Restoration 
(Pittman-Robertson  Act)  -  total 
includes  Hunter  Education  funding 
shown  separately  below 

$14,113,497 

Missouri  Sport  Fish  Restoration 
(Dingell-Johnson  Act) 

$8,306,550 

Missouri  Basic  Hunter  Education 
(Section  4) 

$2,799,343 

Missouri  Enhanced  Hunter 
Education  (Section  10) 

$219,081 

Total 

$25,438,471 
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A  requirement  of  all  federal  funds  is  that  the  state  be  in  compliance  with  federal  law.  In  some  cases,  such 
as  when  the  federal  government  wanted  to  force  states  to  move  to  the  .08  level  of  intoxication  for  DWI 
cases,  the  federal  government  explicitly  identifies  actions  it  needs  if  funding  is  to  continue.  Each  federal 
funds  program  contains  some  certification  or  acknowledgement  that  the  federal  requirements  have  been 
met,  the  funds  and  program  has  been  audited,  and  usually  a  report  on  changes  that  should  be  noted. 

SJR  36  and  the  case  law  it  creates  may  result  in  instances  w^ere  Missouri  case  law  on  the  right  to  bear 
arms  is  in  conflict  with  the  federal  program  requirements.  These  instances  are  most  likely  to  impact 
federal  funding  programs  coming  into  the  Department  of  Public  Safety  and  the  Department  of 
Conservation.  Some  federal  funding  also  goes  directly  to  local  governments  and  may  also  be  at  risk. 

Changes  to  laws  related  to  the  right  to  bear  arms  in  Kansas  in  2013  resulted  in  a  letter  from  the  U.S. 
Attorney  General  to  Kansas  Governor  Sam  Browmback  regarding  the  federal  government's  intention  to 
continue  to  take  all  appropriate  action,  including  litigation  if  necessary  to  enforce  federal  laws.  The  letter 
was  dated  just  one  day  after  the  law  went  into  effect.  (See  attachment  1 )  The  State  of  Missouri  should 
expect  the  same  type  of  quick  response  to  its  law/s  and  receipt  of  federal  funds. 

In  addition,  state  policies  or  actions  resulting  from  SJR  36  and  its  implementation  may  also  conflict  with 
federal  laws  or  policies.  SJR  states  that  "under  no  circumstances  decline  to  protect  against  their 
infringement."  Earlier  in  this  fiscal  analysis  the  cost  of  complying  with  this  requirement  for  the  state  of 
Missouri  was  discussed.  But  this  is  also  an  actionable  item  for  the  Missouri  Highway  Patrol,  the 
Department  of  Conservation  agents,  the  Department  of  Natural  Resources  park  rangers,  and  other  law 
enforcement  entities.  To  comply  with  the  Missouri  Constitution  these  organizations  and  entities  may  have 
to  refuse  to  participate  in  some  activities  that  they  have  historically  conducted.  This  may  include  joint 
activities  with  the  federal  government,  activities  that  the  federal  government  has  devolved  down  to  the 
state,  or  that  are  the  state's  responsibility  but  are  relied  upon  by  the  federal  government.  Failure  to 
participate  in  these  activities  may  result  in  specific  federal  funds  or  categories  of  funds  being  lost. 

Tourism 

As  discussed  elsewhere  in  this  fiscal  analysis,  SJR  36  would  likely  go  further  than  any  constitutional  gun 
law  provision  in  the  nation  .  Substantial  litigation  over  the  next  several  years  would  determine  the  impact. 
The  prosecutors  from  Jackson  County  and  St.  Louis  City  (attachment  2)  indicate  that  serious  public  safety 
concerns  would  arise. 

As  multi-victim  shootings  occur  regulariy  throughout  the  country  a  number  of  national  businesses  have 
either  instituted  or  are  considering  policies  regarding  possession  of  weapons  in  their  business 
establishments  -  Starbucks,  Chipotle,  Chili's,  Wendy's,  Jack  in  the  Box,  Applebee's,  and  others.  The 
concern  of  these  businesses  is  that  the  appearance  of  firearms  in  a  business  place  creates  an 
atmosphere  that  is  intimidating  or  uncomfortable.  At  some  point  these  and  other  businesses  may 
become  concerned  about  expanding  or  doing  business  in  Missouri.  In  addition,  tourism  boycotts  or  travel 
advisories  may  be  recommended  by  interest  groups  or  other  nations. 

In  addition,  safety  concerns  are  also  considered  by  travelers.  The  Missouri  Division  of  Tourism  publishes 
an  Annual  Report  each  year  showing  that  tourism  is  an  integral  part  of  the  Missouri  economy.  For  FY 
2013  the  Division  of  Tourism  reported  that  tourism  generated  an  estimated  direct  and  indirect  economic 
impacts  totaling  $14.6  billion  and  about  285,000  jobs.  The  division  estimated  that  in  FY  2013  tourism 
generated  $1.2  billion  in  local  and  state  tax  revenues  and  a  total  of  $2.1  billion  including  federal  tax 
revenues. 

The  following  table  shows  the  expenditures  in  17  tourism-related  SIC  codes  in  the  state  for  FY  2013. 
Four  counties  generated  more  than  half  of  all  such  expenditures  (51.1%)  In  FY  2013. 
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Expenditures  in  17  Tourism-Related  SIC  Codes 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Average 
annual 
growth 
FY  2010- 
FY2013 

St.  Louis  City 

$1,084,887,029 

$1,098,338,427 

$1,282,816,202 

$1,251,165,243 

St  Louis  County 

$2,060,297,259 

$2,115,616,143 

$2,223,501,856 

$2,286,445,977 

Jackson  County 

$1,464,685,298 

$1,535,192,221 

$1,646,958,776 

$1,676,347,223 

Taney  County 

$422,473,155 

$435,603,464 

$436,294,268 

$438,424,888 

3.95% 

subtotal  nnajor 
counties 

$5,032,342,741 

$5,184,750,255 

$5,589,571,102 

$5,652,383,331 

Remainder  of  State 

$4,918,146,034 

$5,066,814,939 

$5,333,175,594 

$5,410,484,400 

3.23% 

GRAND  TOTAL 

$9,950,488,775 

$10,251,565,194 

$10,922,746,696 

$11,062,867,731 

3.60% 

In  addition,  in  times  of  controversy  groups  sometinnes  recommend  boycotts  of  economic  activity.  Early 
this  year  the  state  of  Arizona  faced  rising  boycott  pressure  from  groups  due  to  the  passage  of  an  anti-gay 
rights  measure  passed  by  its  legislature.  Businesses  both  inside  and  outside  the  state  indicated  that  they 
would  be  severely  impacted  by  the  loss  of  economic  activity  as  a  result  of  the  boycotts  and  anticipated 
substantial  loss  of  tourism  revenues.  The  Arizona  Governor  vetoed  the  bill  in  February  2014  and 
indicated  that  this  loss  of  economic  activity  was  a  major  reason  for  the  veto. 

Major  groups  also  have  formed  in  the  United  States  that  are  concerned  with  the  grovinng  divergence  and 
hardening  of  opinions  related  to  guns.  One  strategy  that  may  be  raised  is  the  possibility  of  recommended 
boycotts  and  travel  advisories  for  the  state  of  Missouri.  Such  an  effort  would  not  have  to  dramatically 
reduce  tourism  to  have  a  major  effect  on  spending  and  therefore  revenue  collections.  The  table  below 
assumes  the  average  annual  growth  since  FY  2014  in  tourism  related  SIC  codes  to  project  expenditure 
levels  through  FY  2017.  Should  boycotts  and  travel  advisories  simply  cut  the  rate  of  growth  by  just  one 
percent  the  level  of  expenditures  would  be  $478  million  lower  in  FY  2015  and  $658  million  lower  in  FY 
2017.  Using  the  Missouri  Department  of  Tourism's  estimate  that  tourism  spending  provided  $1.2  billion  in 
state  and  local  tax  collections  a  reduction  of  $658  million  in  the  grovirth  of  tourism  revenues  would  lead  to 
about  $71  million  in  revenue  growth  for  state  and  local  governments  that  would  not  occur. 

In  preparing  the  legislative  fiscal  note  the  Oversight  Division  did  not  ask  the  Department  of  Economic 
Development,  Division  of  Tourism  to  review  its  possible  costs.  Nor  did  the  Oversight  Division  send  a 
fiscal  note  review  request  for  SJR  36  to  any  of  the  convention  and  tourism  bureaus  in  the  state.  Thus, 
their  issues  were  not  considered  in  the  legislative  fiscal  note. 
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Expenditures  in  17  Tourism-Related  SIC  Codes 

Estimated  expenditures  if  future  years  based  on 
Average  Annual  growth  from  FY  2010  to  FY  2013 

FY  2014 

$5,875,597,967 

$5,624,146,361 

$11,499,744,328 

FY  2015 

$6,107,627,429 

$5,846,245,909 

$11,953,873,338 

FY  2016 

$6,348,819,817 

$6,077,116,248 

$12,425,936,065 

FY  2017 

$6,599,536,979 

$6,317,103,738 

$12,916,640,717 

Estimated  expenditures  if  future  years  based  on 
Average  Annual  growth  cut  by  one  percent  due  to 
boycotts  or  reduced  tourism 

FY  2014 

$5,819,074,134 

$5,531,210,852 

$11,350,284,986 

FY  2015 

$5,990,680,708 

$5,654,631,125 

$11,645,311,833 

FY  2016 

$6,167,348,021 

$5,780,805,327 

$11,948,153,348 

FY  2017 

$6,349,225,317 

$5,909,794,908 

$12,259,020,225 

Difference  in  estimated  expenditures  if  future  years 
based  on  Average  Annual  growth  cut  by  1  %  due  to 
boycotts  or  reduced  tourism 

FY  2014 

($56,523,833) 

($92,935,509) 

($149,459,342) 

FY  2015 

($116,946,721) 

($191,614,784) 

($308,561,505) 

FY  2016 

($181,471,796) 

($296,310,921) 

($477,782,716) 

FY  2017 

($250,311,662) 

($407,308,830) 

($657,620,492) 
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Oversight  Division's  fiscal  note 


The  fiscal  note  available  for  SJR  36  was  published  by  the  General  Assembly  on  May  27,  2014  for  the 
Truly  Agreed  and  Finally  Passed  version  of  Senate  Committee  Substitute  (SCS).  The  legislative  fiscal 
note  identifies  three  sources  of  Information.  When  contacted  the  Oversight  Division  also  indicated  that 
the  request  was  sent  to  the  Highway  Patrol  as  wrell.  The  Oversight  Division  indicated  by  phone  that  no 
other  agencies  were  given  the  opportunity  to  review  the  bill.  The  Oversight  Division  did  not  ask  any  local 
government  to  review  SJR  36  even  though  that  is  done  frequently  for  bills  being  considered  by  the 
General  Assembly.  Nor  were  higher  education  institutions  asked  to  review  SJR  36  according  to  the 
Oversight  Division. 

In  the  published  fiscal  note  the  Office  of  the  Secretary  of  State  does  not  anticipate  a  cost  unless  there  is  a 
special  election  called  which  would  require  them  to  reimburse  local  election  officials  for  the  cost  of  the 
election.  Given  that  the  Governor  has  placed  the  measure  on  the  August  primary  ballot  therefore  any 
cost  to  the  Secretary  of  State's  office  has  been  eliminated.  The  Department  of  Public  Safety  responded 
that  they  did  not  anticipate  a  cost.  The  Attorney  General's  Office,  according  to  the  Oversight  Division, 
indicated  that  "the  proposal  states  that  the  state  is  'obligated  to  uphold'  and  cannot  'decline  to  protect' 
certain  rights.  Significant  litigation  may  ensue  if  this  requires  the  AGO  to  bring  suit,  particularly  if  it  is 
required  to  represent  individual  Missourians."  The  published  fiscal  note  indicates  that  based  on  these 
three  responses  the  Oversight  Division  had  a  cost  of  $0  or  unknovm. 
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Summary  of  costs  and  lost  revenues 

The  following  table  has  been  prepared  to  summarize  the  costs  identified  in  this  fiscal  analysis.  The 
following  estimates  in  the  bullets  below  show  state  and  local  costs  for  FY  2016  of  $243.9  million  to 
unknown. 

General  revenue  costs  associated  with  state  agencies  is  estimated  to  be  $204.7  million  to  unknown 
including: 

•  $118.1  million  in  direct  agency  costs 

•  $53.8  million  in  costs  reimbursable  to  local  governments  as  the  result  of  increased  activities  or 
the  change  in  proportion  in  the  activities  or  services  required 

•  $32.8  million  in  lost  revenue 

Federal  fund  costs  directly  associated  with  state  agencies  is  estimated  to  be  $558,198  to  unknown. 

Other  state  fund  costs  are  estimated  to  be  $13.8  million  to  unknown  including: 

•  $405,060  directly  associated  with  state  agencies 

•  $13.4  million  in  lost  revenue 

Local  costs  are  estimated  to  be  $24.9  million  to  unknown  through  the  loss  of  revenue  to  local 
governments 
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SUMMARY  OF  COSTS  TO  STATE  AND  LOCAL  GOVERNMENTS 
SJR  36  -  RIGHT  TO  BEAR  ARMS 


Agency/item 

FY  2015 

FY  2016 

Comments 

GENERAL  REVENUE  COSTS 

Oiaie  Qover niTi6ni  cosis 

Attorney  General 

($512,005) 

($614,406) 

Litigation  costs 
estimated  for  10 
rnonins  in  opciaiiuii 
in  FY  2015  based 
upon  August  2014 
vote. 

Missouri  Public  Defender  costs 

unknown 

unknown 

Department  of  Corrections 

unknown 

unknown 

Missouri  State  Highway  Patrol 

unknown 

unknown 

Office  of  Administration  -  printing  notices  and 
notifications 

($37,200) 

($37,200) 

Assume  one  printing 
each  year  as 
interpretation  of  SJR 
36  is  updated  through 
court  decisions 

Office  of  Administration  security  costs 

($114,583,971 
) 

For  state-owned 
buildings/sites  and 
leases 

Office  of  Administration  -  State  Capitol 
building  costs 

($609,509) 

Office  of  Administration  -  leasing  costs 

unknown 

($2,300,493) 

subtotal  General  Revenue  costs 

($549,205) 

($118,145,579 
) 

FEDERAL  FUND  COSTS 

Office  of  Administration  -  leasing  costs 

($558,198) 

Loss  of  federal  funds  due  to  conflicts  with 
federal  laws  or  program  rules/regulations 

unknown 

unknown 

For  Department  of 
Public  Safety  and  the 
Department  of 
Conservation 

subtotal  Federal  Fund  costs 

($558,198) 

OTHER  STATE  FUND  COSTS 

Office  of  Administration  -  leasing  costs 

($405,060) 

subtotal  Other  State  Fund  costs 

($405,060) 
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Local  qovernment  costs 

Costs  in  criminal  cases 

unknown 

unknown 

All  may  be 
reimbursable  by  the 
state  as  a  new 
activity  or  change  in 
the  proportion  of 
activities  that  are 
required  per  Article  X, 
Section  21. 

Security  at  public  facilities  and  services 

unknown 

unknown 

All  may  be 
reimbursable  by  the 
state  as  a  new 
activity  or  change  in 
the  proportion  of 
activities  that  are 
required  per  Article  X, 
Section  21. 

K-12  school  security 

($53,768,568) 

Cost  assumed  in  FY 
2016  due  to  time 
needed  to  obtain 
agreements  with  local 
law  enforcement  to 
supply  school 
resource  officers.  All 
may  be  reimbursable 
Dy  ine  siaie  as  a  new 
activity  or  change  in 
ine  prupuiuuM  ui 
activities  that  are 
required  per  Article  X, 
Section  21. 

subtotal  local  government  costs 

($53,768,568) 

Revenue  losses  to  state  and  local 
qovernment 

1  ounsrn-reiaicQ  revenue  losses 

Tourism-related 
revenues  slowing  in 
growth  due  to 
boycotts  and  travel 
advisories 

state  -  GR 

($11,953,846) 

($32,769,231) 

Assume  breakout  by 
sales  tax  of  6.5% 
statewide  (3%  GR. 
1 .225%  Other  State 
funds,  2.5%  local) 

oiaie  -  utner  lunas 

(!>  1  o,ooU,  /oy) 

Local 

($9  065  000) 

($24  850  000) 

subtotal  revenue  losses 

($25,900,000) 

($71,000,000) 

Assumed  six  month 
of  loss  in  FY  2015 
since  vote  takes 
place  in  August  2014 
near  the  end  of  the 
tourism  season. 

GRAND  TOTAL 

($26,449,205) 

($243,877,405) 

25 


Conclusion 


The  Oversight  Division  of  the  General  Assembly  prepared  and  the  General  Assembly  approved  a  fiscal 
note  for  SJR  36  that  was  v»/oefully  inadequate.  The  fiscal  note  only  includes  the  response  of  four 
agencies.  There  is  no  evidence  that  any  local  government  was  contacted.  There  is  no  evidence  that 
other  states  were  contacted  despite  the  fact  that  Louisiana  passed  a  very  similar  constitutional 
amendment  in  2012. 

The  fiscal  analysis  submitted  in  this  document  has  provided  information,  references,  and  documentation 
about  the  impact  of  Louisiana's  gun  law  amendment  in  the  first  18  months  after  its  approval  by  the  voters. 
The  fiscal  analysis  has  identified  substantial  litigation  costs  and  requirements  faced  by  the  state  through 
its  agencies.  In  addition,  the  fiscal  analysis  has  identified  possible  processing  costs  that  would  be  faced 
the  Department  of  Corrections  and  the  Department  of  Public  Safety  as  a  result  of  SJR  36's  passage  and 
the  ensuing  case  law  that  will  result  from  its  implementation.  The  Office  of  Administration  would  face 
costs  related  to  the  notices  required  in  state  buildings  and  notifying  approximately  57,000  state 
employees.  The  Office  of  Administration  would  also  have  to  address  security  issues  in  state-owned  and 
leased  facilities.  In  addition,  the  Office  of  Administration  also  could  face  increased  costs  for  leasing 
space  for  state  government 

The  Oversight  Division's  fiscal  note  had  no  cost  recognized  or  considered  for  local  governments.  In  fact 
the  Oversight  Division  indicated  that  no  local  government  was  sent  a  request  to  review  SJR  36  though 
that  occurs  frequently  for  bills  being  considered  by  the  General  Assembly.  However,  SJR  36  would  likely 
result  in  new  duties  in  several  instances  that  are  reimbursable  by  the  state  in  accordance  with  Article  X  of 
the  Missouri  Constitution.  These  costs  include  such  things  as  increasing  costs  in  county  jails  and  the 
security  of  a  wide  range  of  local  public  buildings  and  services.  K-12  schools  also  can  face  building 
security  costs  and  insurance  liability  issues  as  a  result  of  the  act. 

This  fiscal  analysis  also  provides  information  about  the  possible  loss  of  federal  funds  as  a  result  of  the 
implementation  and  case  law  following  approval  of  SJR  36  which  would  likely  result  in  state  laws, 
regulations,  or  practices  that  are  in  conflict  with  federal  law.  The  Oversight  Division  did  not  explore  this 
concern  at  all  in  its  fiscal  note. 

In  addition,  there  is  the  possibility  of  the  loss  of  revenue  to  both  the  state  and  local  governments  should 
SJR  36  be  passed.  Tourist  boycotts  and  travel  advisories  by  interested  groups  or  other  nations  could 
slow  tourism  spending  and  would  result  in  slower  growth  in  revenue  than  would  be  the  case  if  SJR  36 
does  not  pass. 

Certainly  the  State  Auditor's  Office  needs  to  reach  out  to  more  agencies  and  local  governments  than  was 
done  by  the  Oversight  Division.  A  $0  fiscal  note  is  unconscionable. 
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ATTACHMENTS 


Letter  from  U.S.  Attorney  General  to  Kansas  Governor  Sam  Brownback  dated  April  26,  2013 

Letter  from  Jackson  County  Prosecuting  Attomey  and  St.  Louis  City  Circuit  Attorney  dated  April  30, 
2014  to  Missouri  House  of  Representatives  Speaker  Timothy  Jones 


27 


ATTACHMENT  1 


€>ffirf  ot     Sttomev  (tf^iif  ral 


Ojvrroof  Sara  Br<>*nb«ci 
C*t><tol,  300      10*  Avenue 
Suit<  2»i5 

Toptko.KS  66*1 3- ISW 

Dear  CoN-enKw  RfuwntsKi: 

I  «m  wriling  w  ci>nrw:»i<«>  with  Senne  Ililt  NumtKr  102  ('"S.B,  \<lf\  v,hkh, »  you  kno*. 
>»»»  rtxtiHii  cim.t«d  b>  the  SUtt  nf  tnd  which  b«.<im<.  cfToctivc  en  ■Xpiil  25. 2013. 

Among  it*  K^hcr  prvrhim-i,  S  B.  102  rriiniiwiu**  (he  cntprccmcn-  •  (  fcdrnil  la*  «nlh 
raipM  ir>  the  rypct  nf  fwcantu,  fircann  icceuofici.  tni  ammunitiott  {fcscrihcd  in  the  MAtUW.  Th« 
p«rt>0'^  to  Tiu)lif>-  ccruin  feJera!  nnHum  rem.tt«nKriiU  arid  to  tnhonne  the  SteU;  il' K«n»<  in 
ttWTst  MV*  CA.>n»;i.l  fcdcTt'  ot^;<ri  fnr  pfTf:>:Tninji  ihtu  U*  ctlfORcrTKnt  dulit* 

In  (wroorting  lu  vncrri*;  federal      and  to  ttiwimilize  ihe  ofTicis!  »cTi  rt  t«dcf«i  offlccr*. 
S.B.  iO;  (iirevii*  wcuUicts *ith  fcdaal  !<>.  mvi  h  .  KixUvtv  uncuOHiaiKm,  Hc*r»l  ofi'Mjcr.  »ho 
are  rckpumibk  tor  «niorcmg  federal  laws  anj  rcgulAHxts  in  otkf  lo  mainlain  puMic  «fct>  caimct  be 
Eutveu  w  rhMnt  between  the  risk  of  a  critntnai  nt.vwcatlwi  by  a  :aale  arKi  slu-  continiicd  firrfonm-ntc 
of  tiutit  red«fal  Cnticv  I  nricf  the  Saipnmacj  Cl»u.-«  ollhe  United  SUtc?  Onstitu?i.->r..  Kjbvibs  mB> 
prc^cid  federal  empkvcck  inti  uflWiab  Troffi  can>'tng      'heir  ofFiciai  rcipooMbiUtiM.  AoJ  a 
tU!C  cmmnh  may  ixu  iTimituli^  "hf  cserciv:  .>»  fcdcrj!  TCsp<!n«'"b:lisics  LVc»«iS«  !S  R  '^7 
citdUkU  »i>ilh  rmiermi  lire«rmt.  !»*•«  and  rtgiiiatioiu.  frdernl       nifvtviVt  rtiit  nrw  Maniic;  kll 
pnovlaioni  of  fwkral  !a>»'s  and  thr'.t  imr»lcT7wr.tmg  ir^uliiticin}  thcrcfbre  contittue  to  «pp'v 

I  am  kkfitm^i  u<  inlinm  you  ihal  federal      Mforccment  agencies.  rrtduciinK  the  DunnMi  of 
Altoh<il.  Tuh<«n:ii.  Firearms  und  Ejiptosivts.  the  Federal  Hufi»u  of  lnvr*^t^i«t.^^t^.  tlir  Drug. 
r.nA«ernen:  .\(lnu(UStfatiOiu  u\i  the  1  .niicd  .'>tl«c^  Amitney'*  O.Tice  for  the  iVstiici  m  Kaiuias.  will 
continue  to  execute  their  duties  to  enforce  al!  tc<lcrai  rircarm*  taw>  and  rtgiilarkmi.  Mnrenvef .  the 
Ur««ii  Sl»l«>  «:1I  Uk*  all  apj><i>(Xiatc  action,  intl'jvtnij  liti^iioo  Hn,Mt.v>ry.     pttvijm  tht  5iliile  ul 
K4na.u  tnw,  tntctfcring  vkiL"".  ihc  ailuities  sj(  feJerftj  vtlKtiiti  <nl<Hcmg  fcJcra. 

C4jnt«ct  me  if  yvu  *iih  to  dtsctm  thi«  mancr  ftmher 


Attnme)  General 
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ATTACHMENT  2 


Afifl30.2et4 


Tlw  Heoocable  Ttmothy  lonei 
lliwoiii  t^cuM  of  (Uprucewi**! 
201  Wm  Ci^tcl  Avcnu*,  Room  301 
Mfanoo  City.  MiMocri  63 10] 

Dmt  ReproMatidv*  John: 

Tl«  MitwMirl  OentfaJ  AjMmtily  is  on  the  vargr  o(  puMig  i  lUMictiaci  tk«i  wilt  piac<  it»  Mfeiy  tad 
tmmtv  o(  the  Ucirent  cf  Mlss«ri  li  jeopird)'.  At  Am  ^kk*  Setmtr  Join:  Rx»7(j:kr  uppecrt  to  be 
M  lBOciXMM.'y  worded  RMoioHoo.  HoMi»v«r.  iM  Mi*v«  (tat  M  may  ultiiiMBiy  ti«»«  deadly  uoloHndcd 
coatvqMooct.  Tb«yincluie: 

1.  Ai lowing  toutrieted  §mt  mmhat  wd  Aiig  detlm  to  f  i>  diitly  ■m|ifiiii  oe  «m  mttik 

2.  Allowini  4o«etiic  violaicc  deftosknU  lo  coMinoe  to  pooaow  d«»d<y  weapon*  dctphe 

erriikncc      tbey  po*e  ■  thrctt  to  liie  lift  of  their  vkllai) 

3.  AHowing  thool  Ite  with  It?  do  our  chJkL-m  hen  the  ri^    ectry  deadly  w«ip(m 

T40  one  ««Mrt  {ke  chinn*  of  Muiouri  iJut  thcae  ^tmge*  to  our  CoMtttuckm  wO  not  Boata  tbaia 
mIMhM  MMfMneet.  Llliajlcly,  Jud^  vC  thi*  ftaia  wli:  isierpm  Oww  oew  wordi  added  to  die 
CeoMtaKhaiMd  dicy  will  have  to  delennice  the  Impact  tn^  mean'i^  of  (hit  rcastutiav 

Tta  Conalitiitiaa  aad  law*  of  our  Stan  tlrcidy  prataei  the  buitw,  die  Uwftil  ekiicn.  and  lixiaa  miag  kt 
ti(~6eit*ite  Thit  Reiohitkm  provide*  then  n  new  pr}teak».  Unibranasaly  0ia  oniy  mm  that  ittnd 
to  faaorfit  ttoa  thia  nrw  knfuaie  arc  (aag  meintien,  dnjg  daaien,  danaiiic  abuaert.  (M  other 
crimioak 

On  MMlf  of  Ifae  eittMiM  of  our  ecamoekiu,  pteate  icaad  on  Ave  alda  of  public  lafcty  aid  oomaie*- 
aena*  and  refljae  to  tDfi(e  la  tbli  potsiuajly  dcaJi)  political  ttsaatra  PkaM  vote  N'c  on  Souta  hntt 

R«apeotftiUy. 


Jmm  Nrten  Bakor 
Pnaecutint  Aoooxy 
Jaclaoo  County 


Tha  HoBorabla  Kan  Schacfcr 
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Blake  M.  Lawrence  provided  the  following  information  as  an  opponent  of  this  resolution. 


Fiscal  Impact  Information  Submitted  Pursuant  to  Section  23.140.2 

The  cost  of  the  proposed  amendment  to  the  state  for  the  next  two  fiscal  years  is  substantial. 


ESTIMATED  NET  EFFECT  ON  STATE  FUNDS 

FY  2015 

FY  2016 

General  Revenue 

Unknown 

unknown 

Total  Estimated  Net  Effect  on  All  State 
Funds 

unknown 

unknown 

ESTIMATED  NET  EFFECT  O 

N  LOCAL  FUNDS 

Local  Funds 

unknown 

unknown 

Total  Estimated  Net  Effect  on  All  Local 
Funds 

unknown 

unknown 

Fiscal  Summary  Recommendation 

Based  on  the  analysis  of  the  measure  provided  in  this  fiscal  impact  statement  the  cost  in     2016  to 
general  revenue  is  substantial  to  unknown  for  litigation  costs  for  the  Attorney  General,  the  Public 
Defender,  the  courts,  the  Department  of  Public  Safety,  and  the  Department  of  Corrections. 

'The  cost  to  state  or  local  government  is  between  unknown  depending  upon  substantial  expected 
litigatbn  related  to  tfie  amendment." 
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Proposed  Statement  of  Fiscal  Impact  submitted  to  the  Missouri  State 
Auditor's  Office  for  SJR  36  passed  by  the  General  Assembly 


Introduction 

The  analysis  below  provides  information  relevant  to  the  fiscal  costs  associated  with  SJR  36  passed  by  the 
Missouri  General  Assembly  that  will  be  voted  on  by  Missouri  voters  in  August  2014.  The  analysis 
includes  information  on  the  arrests  and  sentences  for  weapons  offenses  that  will  be  affected  by  litigation 
following  passage  of  SJR  36  by  voters.  In  addition,  a  fiscal  note  from  the  State  of  New  Mexico  is  included 
for  a  bill  considered  in  2013  that  illuminates  the  problems  that  would  be  faced  by  the  Attorney  General's 
office  and  the  Public  Defender's  Office  in  New  Mexico  should  expansive  gun  laws  b»e  passed.  These 
same  issues  will  manifest  themselves  to  an  even  greater  degree  in  Missouri  upon  passage  of  SJR  36 
because  it  is  a  constitutional  amendment  rather  than  a  bill  and  the  language  obligates  the  state  to  defend 
these  rights  in  all  circumstances. 

Scope  of  problem 

SJR  36  includes  the  following  language. 

"the  state  of  Missouri  shall  be  obligated  to  uphold  these  rights  and  shall  under  no  circumstances 
decline  to  protect  against  their  infringement." 

The  language  of  the  constitutional  amendment  cleariy  states  that  the  state  is  obligated  to  defend  the  right 
to  bear  arms  and  under  no  circumstances  refuse  to  do  so.  The  litigation  costs  of  the  state  would  be 
borne  by  the  Missouri  State  Public  Defender  office  and  the  Attomey  General's  office.  These  costs  would 
likely  be  highest  during  the  first  three  to  five  years  of  the  act  as  the  state's  laws  and  regulations  are  tested 
in  the  courts.  The  litigation  costs  include  state  criminal  cases,  appeals  within  the  state  courts,  appeals  in 
federal  courts,  federal  cases  involving  gun  laws  in  other  states,  and  civil  cases. 

A  similar  constitutional  amendment  passed  in  Louisiana  in  2012  resulted  in  a  surge  of  cases  being 
litigated  in  the  courts  as  lawyers,  defendants,  and  prosecutors  worked  through  cases  to  clarify  the 
significance  and  impact  of  the  new  constitutional  provisions.  Information  on  the  types  of  cases  that  have 
arisen,  or  are  expected  in  the  future,  is  included  in  the  following  two  links. 

http://lawreview.law.lsu.eau/2014/04/04/up-in-smoke-an-update-on-iouisianas-nqht-to-bear-arms/ 

http://digitalcommons  law  lsu.edu/cqi/viewcontent  cqi?article=6438&context=lalrev 

With  regard  to  Missouri  criminal  cases,  the  Uniform  Crime  Statistics  are  available  by  using  Vhe  website  of 
the  Missouri  State  Highway  Patrol  at  the  following  link. 

http://wvyw.mshp.dps.missouri.qov/MSHPWeb/SAC/data  and  statistics  ucr  query  backup.html 

For  the  last  three  years  where  full  year  data  is  available  -  201 1 ,  201 2,  and  201 3  -  there  have  been  almost 
10,000  arrests  on  weapons  charges  -  about  3,300  per  year.  These  are  the  criminal  cases  that  can  be 
assigned  to  the  Public  Defender  or  the  Attomey  General's  office.  The  UCR  statistics  only  provide  a 
summary  and  do  not  contain  information  to  break  down  the  totals  into  specific  types  or  categories  to 
determine  which  of  these  offenses  is  most  likely  to  be  litigated  as  a  result  of  SJR  36.  To  further  break 
6ov/r\  the  arrests  into  the  various  weapons  categories  would  require  contacting  each  individual  law 
enforcement  agency  according  to  the  CJIS  section  of  the  Missouri  Highway  Patrol. 
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UNIFORM  CRIME  REPORTING 
WEAPONS  CHARGES 


Year 

Male 

Female 

Total 

2011 

3.198 

264 

3.462 

2012 

3,036 

325 

3,361 

2013 

2.910 

247 

3,157 

Total  last  3  years 

9,144 

836 

9,980 

Average  for  past  3  years 

3,048 

279 

3,327 

However,  some  information  is  available  on  the  number  of  people  with  weapons  offenses  that  have  been 
sentenced  and  assigned  to  the  Department  of  Corrections.  The  Missouri  Sentencing  Advisory 
Commission  provides  a  variety  of  reports  and  other  materials  on  its  website.  Included  in  the 
Commission's  reports  is  the  Missouri  Sentencing  Advisory  Commission  -  User  Guide  2012-2013 
published  in  April  2013  that  can  be  found  at  the  following  link. 

http://www.  mosac.  mo.gov/f  ile.isp?id=45394 

Pages  85-87  of  the  guide  provide  information  on  the  weapons  offenses  sentenced  from  2007  to  2012. 
That  information  is  reproduced,  in  part,  below.  During  that  six  year  period  a  total  of  7,920  weapons 
offenses  were  sentenced,  or  about  1 ,320  per  year.  The  32  separate  charge  codes  for  the  weapons 
offenses  are  provided  as  is  the  state  statutory  reference.  The  table  below  shows  the  percentage  of 
sentences  of  probation,  shock,  and  prison. 


WEAPONS  OFFENSES  SENTENCED  2007  -  2012 

Sentence  disposition 

Charge 
code 

Offense  description 

RSMo. 
Charge 
code  statute 

Count 

% 

probation 

% 

shk/trk 

% 

prison 

31010 

Armed  criminal  action 

571.015 

136 

7% 

1% 

92% 

31015 

Unlawful  use  of  weapon  motivated  by 
discrimination 

557.035 

36 

92% 

0% 

8% 

31016 

Leaving  the  scene  of  a  shooting  -  prior 
offender 

577.068 

3 

100% 

0% 

0% 

31020 

Unlawful  use  of  weapon  (subsec  1-4) 

571.030 

6,182 

82% 

5% 

13% 

31040 

Unlawful  transfer  of  weapon  to  felon, 
fugitive,  addict  or  incompetent  person 

571.060 

32 

88% 

6% 

6% 

31057 

Fraudulent  purchase  of  a  firearm 

571.063 

0 

0 

0% 

0% 

31065 

Unlawful  possession  of  a  firearm 

571.070 

525 

47% 

10% 

44% 

31070 

Unlawful  possession  of  a  concealable 
firearm 

571.070 

62 

58% 

6% 

35% 

31075 

Knowingly  possess  explosive,  incendiary  or 
poisonous  substance/material  with  purpose 
to  possess,  manufacture  or  sell  an 
explosive  weapon 

571.020 

17 

82% 

12% 

6% 

31080 

Unlawful  possession,  transport, 
manufacture,  repair  or  sale  of  illegal 
weapons 

571.020 

213 

76% 

7% 

17% 

31127 

Carry  loaded  firearm/weapon  into  any 
scnool,  onio  scnooi  uus,  onio  premise  oi 
school  sanctioned  activity 

571.030 

35 

100% 

0% 

0% 

31135 

Unlawful  possession  of  an  explosive 
weapon 

571.072 

0 

0% 

0% 

0% 

31140 

Placing  t)omb  or  explosive  at  or  near  bus  or 
terminal 

578.310 

0 

0 

0% 

0 

lOI          O  HI  \7al  111  1^1    Wv7Cl^ywl  1  Cll  1  Cllll  ^^CIU 

train  or  rail-mounted  equipment 

0 

0% 

0% 

0% 

31147 

Discharge/shoot  firearm  at  or  from  motor 
vehicle  at  person,  motor  vehide,  or 
building/habitable  structure  -  persistent 
offender 

571.030 

13 

62% 

31% 

8% 

31149 

Discharge/shoot  firearm  at  or  from  motor 
vehide  at  person,  motor  vehide,  or 
building/habitable  strudure  -  prior  offender 

571.030 

6 

50% 

33% 

17% 

oil \J\J 

Di^pharninn  firc>arm  hiirlinn  mic^ilp  at  intn 

LyiOV^  lal  Ull  lU  IHCCIIIII,  1  lUl  III  IM  IIII09IIC7  wl,  II  Hw, 

or  upon  bus 

•Jf  O.O  1  u 

1 

100% 

1  \J\J  /o 

0% 

0% 

31151 

Discharge/shoot  firearm  at  or  from  motor 
vehide  ,  shoot  at  person,  another  motor 
vehide,  or  bidg/habitable  strudure  - 
physical  injury/death 

571.030 

12 

42% 

0% 

58% 

31152 

Discharge/shoot  firearm  at  or  from  motor 
vehide  ,  shoot  at  person,  another  motor 
vehide,  or  bidg/habitable  strudure  -  1st 
offense 

571.030 

104 

61% 

13% 

27% 

?1 15"? 

AiHinn  or  sihpttinn     npr<5nn  Hi^f*h?irninn  nr 

shooting  a  firearm  at/from  a  motor  vehide  - 
physical  injury  or  death 

571  mn 

1 

1 

0% 

0% 

100% 

/AIUII        \Ji  CtlJCUII  1^  d           0\Jf  1  UIOLrl  Idl  ^IM^  Ul 

shooting  a  firearm  at/from  a  motor  vehide  - 
1  St  offense 

%J 

20% 

80% 

31 155 

AirJinn  or  ^^hpttino     npr^on  Ht^nharninn  nr 

shooting  a  firearm  at/from  a  motor  vehide  - 
persistent  offender 

571  030 

\JI    1  .Www 

0 

0% 

0% 

0% 

31156 

Aiding  or  abetting  a  person  discharging  or 
shooting  a  firearm  at/from  a  motor  vehide  - 
prior  offender 

571.030 

0 

0% 

0% 

0% 

31160 

Threatening  to  place  bomb  or  explosive  at 
or  near  bus  or  terminal 

578.310 

1 

0% 

100% 

0% 

31162 

Possession/discharge  loaded 
firearm/projectile  weapon  while  intoxicated 

571.030 

380 

89% 

4% 

7% 

31163 

Unlawful  use  of  loaded  firearm/projectile 
weapon  by  intoxicated  person  (subsedion 
5) 

571.030 

33 

91% 

3% 

6% 

31168 

Possession  and  concealment  of  a 
dangerous  or  deadly  weapon  a  bus 

578.305 

0 

0% 

0% 

0% 

31170 

Possession  of  weapon,  explosive  or 
hazardous  material  on  a  bus  or  in  terminal 

578.320 

1 

0% 

0% 

100% 
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31180 

Delivery  or  possession  of  weapon  at  a 
correctional  fadlity 

217.360 

17 

0% 

0% 

100% 

31182 

Deliver/attempt  to 
deliver/poss/deposit/conceal 
gun/knife/weapon/other  at  correctional 
facility,  city/co  jail  or  private  prison/jail 

217.360 

74 

12% 

3% 

85% 

31195 

Delivery  or  possession  of  weapon  at 
county/private  jail 

221.111 

30 

37% 

10% 

53% 

31200 

Possession  or  use  of  metal  penetrating 
bullet  during  commission  of  aime 

571.150 

1 

100% 

0% 

0% 

Total  count 

7,920 

As  noted  in  the  Louisiana  law  review  articles  provided  above,  the  impact  of  its  constitutional  changes  are 
still  being  worked  out  in  the  courts.  The  number  of  cases  that  must  be  defended  by  the  Missouri  Attorney 
General  and  the  Public  Defender  are  likely  a  subset  of  the  weapons  offenses  numbers  shown  above. 
The  charge  codes  31020,  31040,  31057,  31065,  31070,  31080,  and  31127  deal  with  possession, 
purchase,  or  use  of  a  weapon.  Those  codes  include  over  7,000  sentences  to  the  Department  of 
Corrections.  The  code  31020  includes  four  subsections  and  is  the  biggest  sentence  code  that  would 
need  to  be  further  delineated  and  investigated  as  to  whether  SJR  36  will  affect  these  prosecutions. 

The  Oversight  Division  of  the  General  Assembly  sent  SJR  36  to  the  Attorney  General's  office  for  review. 
The  legislative  fiscal  note  response  indicates  that  the  Attorney  General  explained  that  "significant  litigation 
may  ensue  if  this  requires  the  AGO  to  bring  suit,  particulariy  if  it  is  required  to  represent  individual 
Missourians." 

For  criminal  cases  the  Attorney  General's  office  could  be  required  to  defend  cases  that  are  substantially 
different  than  in  the  past.  The  Attorney  General  should  expect,  and  likely  does  expect  given  the 
legislative  fiscal  note  response,  to  defend  individual  cases.  Those  cases  would  include  non-indigent 
defendants  with  a  constitutional  right  to  be  defended  by  the  state  for  lawsuits  related  to  the  right  to  bear 
arms.  No  guidance  is  provided  in  SJR  36  other  than  that  the  state  is  obligated  to  defend  such  cases  and 
cannot  refuse. 

The  Attorney  General's  office  will  need  to  defend  these  lawsuits  with  a  unit  within  his  office  or  through 
expenditures  from  the  Legal  Defense  Fund  in  the  budget  of  the  Office  of  Administration. 


New  Mexico  fiscal  note 

The  New  Mexico  legislature  considered  HB  1 14  in  its  2013  session.  The  gun  nullification  bill  can  be 
found  at  the  following  link. 

http://www.nmleqis.qov/Sessions/13%20ReQular/bills/house/HB01 14.pdf 

In  the  first  section  of  the  gun  nullification  bill  the  following  language  was  included: 

'The  Attorney  General  may  defend  a  resident  of  New  Mexico  \Nho  is  prosecuted  by  the  United  States 
government  for  violation  of  a  federal  law  relating  to  the  manufacture,  sale,  transfer  or  possession  of  a 
firearm  or  firearm  accessory  or  of  ammunition  owned  or  manufactured  and  retained  exclusively  within 
the  borders  of  New  Mexico." 

The  legislative  fiscal  note  identifies  a  variety  of  issues  and  problems  that  will  be  faced  by  the  Attorney 
General's  office,  the  district  attorneys,  and  the  public  defenders  in  the  following  link. 

http://www.nmleqis  qov/sesslons/1 3%20Requ!ar/firs.^HB0114  PDF 
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Attorney  General's  response  and  issues  reported  in  fiscal  note: 

•  bill  could  result  in  an  increase  in  criminal  matters  filed  in  courts  of  jurisdiction.  Also  possible 
under  SJR  36. 

•  could  result  in  additional  investigative  tasks  to  be  conducted  by  state  and  local  law  enforcement 
personnel.  Also  possible  under  SJR  36. 

•  identifies  State  of  Montana  law  being  litigated  in  federal  courts  as  example  of  costs.  Federal 
litigation  is  also  possible  under  SJR  36. 

•  there  is  no  standard  stated  on  wtiich  cases  to  defend  and  no  information  on  such  fundamental 
matters  on  whether  the  Attorney  General  should  be  paid  for  handling  the  defense  or  cover  the 
costs  related  to  the  defense.  This  is  important  to  the  determination  of  costs  for  SJR  36  because  it 
simply  says  that  under  no  circumstances  may  the  state  refuse  to  defend  these  rights.  But  with 
over  3,300  arrests  for  weapons  offenses  eadh  year  the  Attorney  General's  office  or  someone  is 
going  to  have  to  decide  which  of  the  arrests  fit  within  the  definition  requiring  a  defense  and  who  is 
going  to  provide  the  defense.  This  may  take  many  court  cases  to  determine. 

•  the  Attorney  General  could  be  position  to  be  on  both  sides  of  a  case.  Also,  possible  under  SJR 
36. 

Administrative  office  of  District  Attome/s  response: 

•  virtually  certain  to  invite  litigation  from  the  federal  government  and  other  interested  parties.  Also 
possible  under  SJR  36. 

•  would  result  in  expenses  for  the  Attorney  General  if  he  takes  on  the  defense  of  a  person.  Also 
possible  under  SJR  36. 

•  there  are  new  categories  of  crimes  that  could  inaease  the  caseloads  of  the  district  attorneys. 
Additional  cases  also  possible  under  SJR  36. 

Courts  response: 

•  impact  will  be  proportional  to  the  increased  enforcement  cases  under  the  law,  commenced  cases, 
and  any  constitutionally-based  challenges.  Also  possible  under  SJR  36. 

•  there  will  be  a  cost  to  document,  update,  and  distribute  infomiation  about  changes.  Also  possible 
under  SJR  36. 

Public  Defender's  response: 

•  any  increase  in  the  number  of  prosecutions  will  bring  a  concomitant  need  for  an  increase  in 
indigent  funding.  Also  possible  under  SJR  36  because  under  no  circumstances  can  the  state 
refuse  to  provide  a  defense. 

Public  Safety  response: 

•  its  law  enforcement  program  has  a  number  of  agreements  with  various  federal  law  enforcement 
agencies  that  could  be  affected.  Also  possible  under  SJR  36. 

Many  of  these  responses  also  discuss  the  federal  preemption  issue  and  possible  federal  lawsuits  that  will 
result.  Also  possible  under  SJR  36. 
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The  State  Auditor's  office  did  not  receive  a  response  from  the  Department  of 
Elementary  and  Secondary  Education,  the  Department  of  Transportation,  Adair 
County,  Boone  County,  Callaway  County,  Cass  Count}',  Clay  County,  Cole  County, 
Greene  County,  Jackson  County  Legislators,  Jasper  County,  St.  Charles  County,  St. 
Louis  County,  Taney  County',  the  Citj'  of  Cape  Girardeau,  the  City  of  Columbia,  the 
Citj'  of  Jefferson,  the  City  of  Joplin,  the  City  of  Kirksville,  the  City  of  Kirkwood,  the 
City  of  Mexico,  the  City  of  St.  Joseph,  the  City  of  St.  Louis,  the  Cit>  of  Springfield, 
the  City  of  Union,  the  City  of  Wentzville,  the  Cit>'  of  West  Plains,  Cape  Girardeau  63 
School  District,  Hannibal  60  School  District,  Rockwood  R-VI  School  District,  Linn 
State  Technical  College,  Metropolitan  Community  College,  and  St.  Louis 
Community  College. 

Fiscal  Note  Summary 

State  and  local  governmental  entities  should  have  no  direct  costs  or  savings  from  this  proposal. 
However,  the  proposal's  passage  will  likely  lead  to  increased  litigation  and  criminal  justice 
related  costs.  The  total  potential  costs  are  unknown,  but  could  be  significant. 


Robin  Carnahan 


JAMKS  C.  KIRK1'ATRK:K 

Statk  Information  c:kntkr 
(573)751  4936 


SECRETARY  C)I-  S'l^ATK 

State  oh  Missouri 


ELKcrioNs  Division 
(573)751  2301 


November  9,2012 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 


NOV  0  9  2012 

STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Ron  Calzone  regarding  a  proposed  constitutional 
amendment  related  to  Article  I,  version  1,  blue  paper  (2014-002) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Ron  Calzone  on  November  8,  2012. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332,  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Robin  Carnahan 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferson  City,  Missouri  •  6.si()2 
www.sos.mo.gov 


I 


County 


(County  Signers  are  fvgtstered  to  vole  in  t 


Page 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 .  RSMo.  to  the  contrary,  for  a  term  of 
iniprisonmcnl  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  Icn  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  


County  (or  city  of  St.  Louis), 


respectfully  order  that  the  following  proposed  ainendmeni  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city, 

town  or  village  in  which  I  live  arc  correctly  written  after  my  name. 

CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF 


I, 


(County  in  v^krh  notary  wttnessed  ciciilalor's  signature.) 

_,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature)  ' 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (Cily,  Town  or  Village) 

ZIP 
CODE 

rONCR 
BIST. 

NAME 
(Printed  or  Typed) 

1. 

/ 

20 

1. 

2. 

/ 

20  

2. 

3- 

/ 

20__ 

3. 

4. 

/ 

20 

4. 

S. 

/ 

20 

5. 

6. 

/ 

20 

6. 

7. 

/ 

20 

7. 

8. 

/ 

20 

8. 

9. 

/ 

20 

9. 

10. 

/ 

20 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has 
staled  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the 
state  of  Missouri  and  County. 


(County  ttgnara  are  regtsteied  to  vote  in  ) 


Signature  of  Affiant: 


(Person  oblaining  signatures) 


Signature  of  Notary: 


(Address  of  Affiiinl)  (Address  of  Notary)  I 

( 

Sul>!<cribcd  and  sworn  to  twforc  mc  this  I 

Notary  Public  (Seal) 

  day  of   ,  A.D.   My  commission  expires 


NOTICE:  You  arc  advised  that  the  proposed  constitutional  amendment  may  be  construed  to  change,  repeal,  or  modify 
by  implication  Article  VI,  Section  21  of  Ihc  Missouri  Constitution. 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 


Sections  26,  27  and  28  of  Article  1  of  the  Constitution  of  Missouri  are  amended  by  modifying  sections  26,  27  and  28. 
The  existing  sections  26,  27  and  28  arc  set  forth  hereinafter  with  the  new  matter  underlined  and  deleted  matter  in 

brackets,  [thus|. 

Article  I  -  Bill  of  Rights 

In  order  to  assert  our  rights,  acknowledge  our  duties,  and  proclaim  the  principles  on  which  our  government  is 
founded,  we  declare: 

Section  26.  (That  private  property  shall  not  be  taken  or  damaged  for  public  use  without  just  compensation.!  That 
the  power  of  eminent  domain  shall  be  vested  in  no  other  than  the  state,  including  state  entities  expressly 
granted  such  power  by  this  constitution,  or  in  political  subdivisions  of  the  state  whose  officials  are  directly 
accountable  to  elected  officials.  That  private  property  shall  not  be  taken  or  damaged  unless  such  taking  is 
necessary  for  a  public  use  and  just  compensation  is  rendered.  Such  compensation  shall  be  ascertained  by  a  jury  or 

board  of  commissioners  of  not  less  than  three  freeholders,  in  such  manner  as  may  be  provided  by  law|;|  .  The  value 
of  the  property  may  be  determined  by.  but  is  not  limited  to.  appraisal  methods  typical  to  the  ordinary  course  of 
business,  and  any  evidence  which  would  be  considered  by  an  appraiser  in  the  ordinary  course  of  business  shall 

be  relevant  and  admissible.  |and  until  the  same|   Until  a  final  legal  determination  of  the  legitimacy  of  the  taking 
is  established  and  until  compensation  shall  be  paid  to  the  owner,  or  into  court  for  the  owner,  the  property  shall  not 
be  disturbed  or  the  proprietary  rights  of  the  owner  therein  divested.  The  fee  of  land  taken  for  railroad  purposes 
without  consent  of  the  owner  thereof  shall  remain  in  such  owner  subject  to  the  use  for  which  it  is  taken. 

Section  27.  That  in  such  manner  and  under  such  limitations  as  may  be  provided  by  law,  the  state,  or  any 
county  or  city  may  acquire  by  eminent  domain  such  property,  or  rights  in  property,  in  excess  of  that  actually  to  be 
occupied  by  the  public  improvemenl  or  used  in  connection  therewith,  as  may  be  reasonably  necessary  to  effectuate  the 
puiposes  intended,  and  may  be  vested  with  the  fee  simple  title  thereto,  or  the  control  of  the  use  thereof,  and  may  sell 
such  excess  property,  subject  to  the  conditions  set  forth  in  subsection  4  of  section  28  of  this  article,  with  such 
restrictions  as  shall  be  appropriate  to  preserve  the  improvements  made. 

Section  28.  1.  That  taking  of  private  property  [shall  not  be  taken  for)  resulting  in  private  use  or  private 
ow  nership  or  other  private  rights  shall  not  be  considered  a  public  use,  and  no  such  takings  shall  occur  with  or 
without  compensation,  unless  by  consent  of  the  owner,  except  for  private  ways  of  necessity,  and  except  for  drains  and 
ditches  across  the  lands  of  others  for  agricultural  and  sanitaiy  purposes,  in  the  manner  prescribed  by  law;  and  that 
when  an  attempt  is  made  to  take  private  property  for  a  use  alleged  to  be  public,  the  question  whether  the  contemplated 
use  be  public  shall  be  judicially  determined  without  regard  to  any  legislative  declaration  that  the  use  is  public. 

2.  The  use  for  property,  or  rights  in  property,  shall  be  declared  at  the  time  that  such  property,  or 
rights  in  property  is  taken  by  eminent  domain.  If  that  use  is  not  earnestly  or  substantially  pursued,  the 
original  ow  ner.  his  heirs  or  assigns  shall,  after  five  years  but  prior  to  any  substantial  accomplishment  of  the 
declared  purpose,  be  allowed  to  claim  the  property  back  at  a  price  no  greater  than  was  paid  at  the  time  of 
taking. 

3.  Subject  to  the  conditions  set  forth  in  section  26  of  this  article,  property  may  be  taken  for 
transportation  or  utility  facilities  or  transmission  systems  used  by  a  railroad,  regulated  utility  or  rural  electric 
cooperative,  however,  the  fee  of  property  taken  for  such  purposes  without  consent  of  the  owner  thereof  shall 
remain  in  such  owner,  his  heirs  or  assigns  subject  to  the  use  for  which  it  is  taken. 

4.  Except  as  provided  for  in  subsection  1  and  subsection  3  of  this  section,  property,  a  portion  thereof, 
or  rights  in  property  taken  by  eminent  domain  may  not  be  sold,  transferred,  leased  or  otherwise  made 
available  for  use  by  a  private  entity  within  20  years  of  such  taking,  unless  the  original  owner,  his  heirs  or 
assigns,  have  at  the  time  of  conveyance  of  such  rights,  been  afforded  the  first  opportunity  to  purchase  such 
property  back  at  a  price  no  greater  than  was  paid  at  the  time  of  taking;  however,  interests  less  than  fee  title 
may  be  conveyed  to  a  privately  owned  business  for  the  purpose  of  providing  products  or  services  incidental  to 
the  function  of  a  publicly  owned  facility. 

5.  The  effective  date  of  this  amendment  shall  be  November  5.  A.D.  2014.  or  as  soon  as  is 
constitutionally  permissible,  and  the  provisions  of  Article  I.  Sections  26.  27  and  28  apply  notwithstanding  any 
application  to  the  contrary  of  Article  VI.  Section  21  of  this  constitution. 


Robin  Cakjsiahan 


JAMI-S  C.  KiRKl'ATRICK 
STATK  INIORMATION  CKNTH.R 
(573)751-4936 


secretary  oh  state 
State  of  Missouri 


ELwmoNS  Division 
(573)751  2301 


November  9,  2012 


RECEIVED 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


STATE  AUDITORS  OFFICE 


NOV  0  9  2012 


RE:     Petition  approval  request  from  Ron  Calzone  regarding  a  proposed  constitutional 
amendment  related  to  Article  I,  version  2,  blue  paper  (2014-003) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Ron  Calzone  on  November  8,  2012. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summar>'  as  required  by  §  116.332,  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Robin  Camahan 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferson  Cir\,  Missouri  •  65102 
www.sos.mo.gov 


County 


(County  signers  are  regislered  to  vote  in  ) 


Page 


II  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 ,  RSMo,  to  the  contrary,  for  a  tenn  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Robin  Camahan,  Secretary  of  Stale  for  the  state  of  Missouri: 
We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  ^ 


County  (or  city  of  St.  Louis), 


respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  Iheir  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city, 

town  or  village  in  which  I  live  are  correctly  written  after  my  name. 

CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 
I.  


(County  in  M^ch  notary  wttnes&ad  ctcutator'K  signature  ) 

,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(.Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONCR 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

/ 

20 

1. 

2 

/ 

20 

2. 

3. 

/ 

20 

i. 

4. 

/ 

20 

4. 

5. 

/ 

20 

5. 

6. 

/ 

20 

6. 

7. 

/ 

20 

7. 

8. 

/ 

20 

8. 

9 

/ 

20 

9. 

10. 

/ 

20 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has 
staled  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the 
slate  of  Missouri  and  County. 


(County  signers  ara  regisleml  to  vote  In.) 


Signature  of  Affiant: 


Signature  of  Notary: 


(Person  obtaining  signatures) 


(Address  of  Affiant) 

Subscribed  and  sworn  to  before  rac  this 

  day  of  ,  A.D. 


(Address  of  Notary) 


Not.iry  Public  (Seal) 
My  commission  expires 


NOTICE:  You  arc  advised  that  the  proposed  constitutional  amendment  may  be  construed  to  change,  repeal,  or  modify 
by  implication  Article  VI,  Section  21  of  the  Missouri  Constitution. 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 


Sections  26,  27  and  28  of  Article  I  of  the  Constitution  of  Missouri  are  amended  by  modifying  sections  26.  27  and  28. 
The  existing  sections  26,  27  and  28  are  set  forth  hereinafter  with  the  new  matter  underlined  and  deleted  matter  in 

brackets,  (thus). 

Article  I  -  Bill  of  Rights 

fn  order  to  assert  our  rights,  acknowledge  our  duties,  and  proclaim  the  principles  on  which  our  government  is 
founded,  we  declare: 

Section  26.  |That  private  property  shall  not  be  taken  or  damaged  for  public  use  without  just  compensation.)  That 
the  power  of  eminent  domain  shall  be  vested  in  no  other  than  the  state,  including  state  entities  expressly 
granted  such  power  by  this  constitution,  or  in  political  subdivisions  of  the  state  whose  officials  are  directly 
accountable  to  elected  officials.  That  private  property  shall  not  be  taken  or  damaged  unless  such  taking  is 
necessary  for  a  public  use  and  just  compensation  is  rendered.  Such  compensation  shall  be  ascertained  by  a  jury  or 

board  of  commissioners  of  not  less  than  three  freeholders,  in  such  manner  as  may  be  provided  by  law|;|  .  The  value 
of  the  property  may  be  determined  by.  but  is  not  limited  to.  appraisal  methods  typical  to  the  ordinary  course  of 
business,  and  any  evidence  which  would  be  considered  by  an  appraiser  in  the  ordinary  course  of  business  shall 

be  relevant  and  admissible,  (and  until  the  same]   Until  a  final  legal  determination  of  the  legitimacy  of  the  taking 
is  established  and  until  compensation  shall  be  paid  to  the  owner,  or  into  court  for  the  owner,  the  property  shall  not 
be  disturbed  or  the  proprietary  rights  of  the  owner  therein  divested.  The  fee  of  land  taken  for  railroad  purposes 
without  consent  of  the  owner  thereof  shall  remain  in  such  owner  subject  to  the  use  for  which  it  is  taken. 

Section  27.  That  in  such  manner  and  under  such  limitations  as  may  be  provided  by  law,  the  state,  or  any 
county  or  city  may  acquire  by  eminent  domain  such  property,  or  rights  in  property,  in  excess  of  that  actually  to  be 
occupied  by  the  public  improvement  or  used  in  connection  therewith,  as  may  be  reasonably  necessary  to  effectuate  the 
purposes  intended,  and  may  be  vested  with  the  fee  simple  title  thereto,  or  the  control  of  the  use  thereof,  and  may  sell 
such  excess  property,  subject  to  the  conditions  set  forth  in  subsection  4  of  section  28  of  this  article,  with  such 
restrictions  as  shall  be  appropriate  to  preserve  the  improvements  made. 

Section  28.   L  That  taking  of  private  property  (shall  not  be  taken  for)  resulting  in  private  u.se  or  private 
ownership  or  other  private  rights  shall  not  be  considered  a  public  use,  and  no  such  takings  shall  occur  with  or 
without  compensation,  unless  by  consent  of  the  owner,  except  for  private  ways  of  necessity,  and  except  for  drains  and 
ditches  across  the  lands  of  others  for  agricultural  and  .sanitary  purposes,  in  the  manner  prescribed  by  law;  and  that 
when  an  attempt  is  made  to  take  private  property  for  a  use  alleged  to  be  public,  the  question  whether  the  contemplated 
use  be  public  shall  be  judicially  determined  without  regard  to  any  legislative  declaration  that  the  u.se  is  public. 

2.  The  use  for  property,  or  rights  in  property,  shall  be  declared  at  the  time  that  such  property,  or 
rights  in  property  is  taken  by  eminent  domain.  If  that  use  is  not  earnestly  or  substantially  pursued,  the 
original  owner,  his  heirs  or  assigns  shall,  after  five  years  but  prior  to  any  substantial  accomplishment  of  the 
declared  purpose,  be  allowed  to  claim  the  property  back  at  a  price  no  greater  than  was  paid  at  the  time  of 
taking. 

3.  Subject  to  the  condi^ons  set  forth  in  section  26  of  this  article,  property  may  be  taken  for 
transportation  or  utility  facilities  or  transmission  systems  used  by  a  railroad,  regulated  utility  or  rural  electric 
cooperative,  however,  the  fee  of  property  taken  for  such  purposes  without  consent  of  the  owner  thereof  shall 
remain  in  such  owner,  his  heirs  or  assigns  subject  to  the  use  for  which  it  is  taken. 

4.  Except  as  provided  for  in  subsection  I  and  subsection  3  of  this  section,  property',  a  portion  thereof, 
or  rights  in  property  taken  by  eminent  domain  may  not  be  sold,  transferred,  leased  or  otherwise  made 
available  for  use  by  a  private  entity  within  20  years  of  such  taking,  unless  the  original  owner,  his  heirs  or 
assigns,  have  at  the  time  of  conveyance  of  such  rights,  been  afforded  the  first  opportunity  to  purchase  such 
property  back  at  a  price  no  greater  than  was  paid  at  the  time  of  taking;  however,  interests  less  than  fee  title 
may  be  conveyed  to  a  privately  owned  business  for  the  purpose  of  providing  products  or  services  incidental  to 
the  function  of  a  publicly  owned  facility. 

5.  The  effective  date  of  this  amendment  shall  be  November  5.  A.D.  2014.  or  as  soon  as  is 
constitutionally  permissible,  and  the  provisions  of  Article  I.  Sections  26.  27  and  28  apply  notwithstanding  any 
application  to  the  contrary  of  Article      Section  21  of  this  constitution. 


Robin  Carnahan 


JAMH;S  C.  KlRKi'ATRl<:K 
STATK  INI-ORMATION  CKNTKR 
(S73)7S1  4936 


Skc  rk  i  ary  of  State 
State  of  Missouri 


Elkctions  Division 
(573)751-2301 


November  9.  2012 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
JetYerson  City,  MO  65101 


RECESVED 


NOV  0  9  2012 


STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Ron  Calzone  regarding  a  proposed  constitutional 
amendment  related  to  Article  VI.  version  1.  yellow  paper  (2014-004) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Ron  Calzone  on  November  8,  2012. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summar>'  as  required  by  §  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Robin  Carnahan 


cc: 


Hon.  Chris  Koster 
Sheri  HotTman 
Barbara  Wood 


PC)  Box  1767  •  Jefferson  c:ity,  Missouri  •  6.S1()2 
www. SOS. mo. gov 


County 


(County  %tgntt%  ar«  regtslefSd  lo  vole  m  ) 


Page 


It  is  a  class  A  inisdciiicanor  punishable,  notwillistanding  the  provisions  of  section  560.02 1,  RSMo,  to  the  conlraiy,  for  a  tcnn  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initialise  petition  with  any  naine  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  inore  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 
We.  the  undersigned,  registered  voters  of  the  slate  of  Missouri  and     


C  ounty  (or  oily  of  St.  Louis). 


respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  lo  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  lo  be  held  on  the  4lh  day  of  November.  2014.  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 Countj'  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city, 

town  or  village  in  which  I  live  are  correctly  written  after  my  name. 

CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF 


iCounly  in  Mtucti  notary  witnessed  ocutator's  stgrutum  ) 


I. 


,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 


DATE 
SIGNED 


REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 


ZIP 

CODE 


COXiK 
DI.ST. 


NAME 
(Printed  or  Typed) 


20 


20 


20 


20 


20 


20 


7. 


20 


20 


20 


in 


20 


in. 


signed  this  page  of  the  foregoing  pei 
staled  his  or  her  name,  registered  vo 
slate  of  Missouri  and 


(CouHy  «gnan  ar« 


ition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has 
ing  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  Ihe 
  County. 


Signature  of  .'\niaat: 


(Penon  obiaining  signaium) 


Signature  of  Notary: 


( Address  of  A ITiant )  (Address  of  Notary) 

Subscribed  and  sworn  lo  bclurc  mc  this 

Notary  Public  (Seal) 

 Jay  of  ,  A.D.   My  commission  expires 


Be  il  resolved  by  the  people  oj  the  Slate  of  Missouri  that  the  Constitution  he  amended:  I  i 


Section  2 1  of  Article  VI  of  the  Constitution  of  Missouri  is  amended  by  modifying  section  2 1 .  The  existing 
section  21  is  set  forth  hereinafter  with  the  new  matter  underlined  and  deleted  matter  in  brackets,  (thus). 


Article  VI  -  Local  Government 

Section  21.  Laws  may  be  enacted,  and  any  city  or  county  operating  under  a  constitutional 
charter  may  enact  ordinances  which  protect  property  owners  from  public  nuisances,  as 
defined  by  the  Common  Law.  In  the  event  that  an  owner  of  property  is  found  by  a  court  of 
competent  jurisdiction  to  be  harborin}^  such  nuisance  and  has  not  fully  abated  the  nuisance 
within  a  reasonable  time  after  final  jud^^ment,  any  political  subdivision  of  the  state  in 
which  the  nuisance  exists  may  expend  public  funds  to  abate  the  nuisance  and  impose  a  lien 
on  the  offending  property  limited  to  an  amount  equal  to  the  costs  of  the  abatement  and 
reasonable  interest  on  such  costs.  Enforcement  of  the  lien  may  be  accomplished  in  the  same 
manner  as  tax  liens  are  enforced.  |,  providing  for  the  clearance,  replanning,  reconstruction, 
redevelopment  and  rehabilitation  of  blighted,  substandard  or  insanitary  areas,  and  for  recreational  and 
other  facilities  incidental  or  appurtenant  thereto,  and  for  taking  or  pemiitting  the  taking,  by  eminent 
domain,  of  property  for  such  puiposes,  and  when  so  taken  the  fee  simple  title  to  the  property  shall  vest 
in  the  owner,  who  may  sell  or  otherwise  dispose  of  the  property  subject  to  such  restrictions  as  may  be 
deemed  in  the  public  interest.) 


Robin  Carnahan 


JAMI-S  C.  KmKl'ATRICK 

Stati-  Inw)rmati(>n  Ci-:nti;r 
(573)751-4936 


Shcrktary  of  Statk 
State  of  Missouri 


Elkctions  Division 
(573)751  2301 


November  9,2012 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECfclVED 


NOV  0  9  2012 

STATE  AUD/TORSOFF/CE 


RE:     Petition  approval  request  from  Ron  Calzone  regarding  a  proposed  constitutional 
amendment  related  to  Article  VI,  version  2,  yellow  paper  (2014-005) 

Dear  Auditor  Schweich: 

Enclosed  please  tmd  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Ron  Calzone  on  November  8,  2012. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332.  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Robin  Carnahan 


cc: 


Hon.  Chris  Koster 
Shed  Hoffman 
Barbara  Wood 


PC)  Box  1767  •  Jefferson  City,  Missoliri  •  6.S1()2 
www. .SOS. mo. gov 


County  

(County  signers  ate  regi&leied  lo  vols  in  ) 

Page 

It  is  a  class  A  misdenieanor  punishable,  notw  ithstanding  the  provisions  of  section  560.02 1 .  RSMo.  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  tor  anyone  to  sign  any 
initiativ  e  petition  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  .same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Robin  Camahan,  Secretai^  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  lo  the  constitution  shall  be  submitted  to  the  voters  of  the  stale  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  lo  be  held  on  the  4lh  day  of  November,  2014.  and  each  for  hitnself 
or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city, 

town  or  village  in  which  I  live  are  correctly  written  after  my  name. 

CIRCULATOR'S  AFFIDAVIT 

(Ballot  title  goes  here.)  en 

111 
O 

V,  rn 
>  ro 


STATE  OF  MISSOURI,  COUNTY  OF  

(County  tn  vAwJtx  notary  wilnessed  aculator's  signature  ) 


I,  ,  being  first  duly  swom.  say  (print  or  tjpe  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGI.STEKKD  VOI  INC;  ADDRESS 
(Screfl)  (City,  Town  or  Village) 

ZIP 

CODE 

DIST. 

NAME 
(Printed  or  ISprcl) 

1, 

/ 

20 

1. 

2 

/ 

20 

2 

3. 

/ 

20 

3. 

■1. 

/ 

20 

4. 

5 

/ 

20 

5. 

<^. 

/ 

20 

ft. 

7. 

/ 

20 

7. 

K. 

/ 

20 

X. 

9. 

/ 

20 

y. 

10 

/ 

20 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the 
state  of  Missouri  and   County. 

(Comly  iigners  are  fegnlered  lo  mm  In.) 


.Signature  of  Ailianl:  Signature  of  Notary: 

(Person  obtaining  signatures) 


(Address  Dl  Afnanl)  (Address  ol' Notary) 

Subscribed  and  sworn  lo  bcl'orc  nic  ihis 

Notary  Public  (Seal) 

  day  of   ,  A.D.   My  commission  expires 


Be  it  resolved  hy  the  people  of  the  State  of  Missouri  that  the  Constitution  he  amended: 


Section  21  of  Article  VI  of  the  Constitution  of  Missouri  is  amended  by  modifying  section  2 1 .  Tiie  existing 
section  21  is  set  forth  hereinafter  with  the  new  matter  underlined  and  deleted  matter  in  brackets.  |thus|. 

Article  VI  -  Local  Government 

Section  21.  Laws  may  be  enacted,  and  any  city  or  county  operating  under  a  constitutional 
charter  may  enact  ordinances  which  protect  property  owners  from  public  nuisances,  as 
defined  by  the  Common  Law.  In  the  event  that  an  owner  of  property  is  found  by  a  court  of 
competent  jurisdiction  to  be  harboring;  such  nuisance  and  has  not  fully  abated  the  nuisance 
w  ithin  a  reasonable  time  after  final  judgment,  any  political  subdivision  of  the  state  in 
which  the  nuisance  exists  may  expend  public  funds  to  abate  the  nuisance  and  impose  a  lien 
on  the  offending;  property  limited  to  an  amount  equal  to  the  costs  of  the  abatement  and 
reasonable  interest  on  such  costs.  Enforcement  of  the  lien  may  be  accomplished  in  the  same 
manner  as  tax  liens  are  enforced,  j.  providing  for  the  clearance,  replanning.  reconstruction, 
redevelopment  and  rehabilitation  of  blighted,  substandard  or  insanitary  areas,  and  for  recreational  and 
other  facilities  incidental  or  appurtenant  thereto,  and  for  taking  or  permitting  the  taking,  by  eminent 
domain,  of  property  for  such  purposes,  and  when  so  taken  the  fee  simple  title  to  the  property  shall  vest 
in  the  owner,  who  may  sell  or  otherwise  dispose  of  the  property  subject  to  such  restrictions  as  may  be 
deemed  in  the  public  interest.) 


Robin  Cak^ahan 


JAMFS  C.  KlRKl'ATRK  K 

Statk  Inhormation  c:kntkr 
(573)751-4936 


Secretary  ov  State 
State  of  Missouri 


ELKcmoNs  Division 
(573)751  2301 


November  19.  2012 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECfclVED 


NOV  1  9  2012 

STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Aaron  Malin  regarding  a  proposed  amendment  to  the 
Revised  Statutes  of  Missouri,  version  2  (2014-006) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised 
Statutes  of  Missouri  filed  by  Aaron  Malin  on  November  16,  2012. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  w  ithin  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Robin  Camahan 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Bo,\  1767  •  Jefferson  City,  Missouri  •  6S1()2 

www. .SOS.  mo. gov 


Counly  

Page  \o._ 


It  IS  a  cIjss  a  misdemeanor  punishable,  noln ithsJanding  ihe  pro\  isions  of  section  560 1)2 1 .  RSMo.  to  the  contrarv.  for  a  term  ol  impnsonment  not  to  exceed  one  year  in  the  counly  jail  or  a 
tine  not  to  exceed  ten  thousand  dollars  or  both,  tor  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  out),  or  knowingly  to  sign  his  or  her  name  more  than  once 
Ibr  the  same  measure  tor  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter 

INITIATIVE  PETITION 
To  (he  Honorable  Robin  Carnahan.  Secretai^  of  Slate  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  lor  city  of  Sl  Louis).  res|>ecttully  order  that  the  tbilouing  proposed 

lavfc  shall  be  submitted  lo  Ihe  voters  of  the  stale  of  Missoun.  Ibr  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4    day  of  November.  20!  4.  and  each  for  himself  or 

herself  says:  I  have  personally  signed  this  petition:  I  am  a  registered  voter  of  the  slate  of  Missoun  and  County  (or  city  of  St.  Louis):  my  rcuistered  votms  address  and 

the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my  name. 

Shall  the  revised  Statutes  of  Missouri  be  amended  to: 


CIRCULATOR  S  .AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF . 


_.  being  first  duly  sworn,  say  (print  or  type  name  of  signers) 
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O 
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GO 
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N.JiME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(House  and  Street)  (City.  Town  or  Village) 

ZIP 
CODE 

CONGR 
DIST 

FLLL  NAME 
(Printed  or  typed) 

1 

2. 

3. 

4. 

5. 

ti. 

7. 

s 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence:  I  believe  that  each  has  stated  his  or  her  name,  registered  voting  address  and  city, 
town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  ^County. 


Subscribed  ml  sworn  to  before  me,  this  day  of 


MO 


Siutrnture  of  .AlTiant 


(House  and  Street)  (City.  Town  or  Village)  (Zip  Code) 

.  AD 


Address  of  .affiant 


MO 


Signature  of  Notary 


(House  and  Street)  (City.  Town  or  Village)  (Zip  Code) 


Address  of  Notary 


Notary  Public  (Seal) 
My  commission  e.xpires 


Be  it  enacted  by  the  people  of  the  State  of  Missouri,  as  follows: 

Sections  213.010,  RSMo,  Is  repealed  and  new  213.010  enacted  in  lieu  thereof,  to  read  as  follows: 
213.010.  As  used  in  this  chapter,  the  following  terms  shall  mean: 

(1)  "Age",  an  age  of  forty  or  more  years  but  less  than  seventy  years,  except  that  it  shall  not  be  an  unlawful  employment  practice  for  an 
employer  to  require  the  compulsory  retirement  of  any  person  who  has  attained  the  age  of  sixty-five  and  who,  for  the  two-year  period 
immediately  before  retirement,  is  employed  in  a  bona  fide  executive  or  high  policy-mal<ing  position,  if  such  person  is  entitled  to  an 
immediate  nonforfeitable  annual  retirement  benefit  from  a  pension,  profit  sharing,  savings  or  deferred  compensation  plan,  or  any 
combination  of  such  plans,  of  the  employer,  which  equals,  in  the  aggregate,  at  least  forty-four  thousand  dollars; 

(2)  "Commission",  the  Missoun  commission  on  human  rights; 

(3)  "Complainant",  a  person  who  has  filed  a  complaint  with  the  commission  alleging  that  another  person  has  engaged  in  a  prohibited 
discriminatory  practice; 

(4)  "Disability",  a  physical  or  mental  impairment  which  substantially  limits  one  or  more  of  a  person's  major  life  activities,  being  regarded 
as  having  such  an  impairment,  or  a  record  of  having  such  an  impairment,  which  with  or  without  reasonable  accommodation  does  not 
interfere  with  performing  the  job,  utilizing  the  place  of  public  accommodation,  or  occupying  the  dwelling  in  question.  For  purposes  of  this 
chapter,  the  term  "disability"  does  not  include  current,  illegal  use  of  or  addiction  to  a  controlled  substance  as  such  term  is  defined  by 
section  195.010;  however,  a  person  may  be  considered  to  have  a  disability  if  that  person: 

(a)  Has  successfully  completed  a  supervised  drug  rehabilitabon  program  and  is  no  longer  engaging  in  the  illegal  use  of,  and  Is  not 
currently  addicted  to,  a  controlled  substance  or  has  otherwise  been  rehabilitated  successfully  and  is  no  longer  engaging  in  such  use  and  is 
not  currently  addicted; 

(b)  Is  participating  in  a  supervised  rehabilitation  program  and  is  no  longer  engaging  in  illegal  use  of  controlled  substances;  or 

(c)  Is  erroneously  regarded  as  currently  illegally  using,  or  being  addicted  to,  a  controlled  substance; 

(5)  "Discrimination",  any  unfair  treatment  based  on  race,  color,  religion,  national  origin,  ancestry,  sex,  sexual  orientation,  gender 
identity,  age  as  it  relates  to  employment,  disability,  or  familial  status  as  it  relates  to  housing;  but  this  section  shall  not  be  construed  to 
require  any  religious  denomination  or  anv  officiant  acting  as  a  representative  of  a  religious  denomination  to  take  any  action  that  places  a 
substantial  burden  on  their  sincerely  held  religious  beliefs: 

(6)  "Dwelling",  any  building,  structure  or  portion  thereof  which  is  occupied  as,  or  designed  or  intended  for  occupancy  as,  a  residence  by 
one  or  more  families,  and  any  vacant  land  which  is  offered  for  sale  or  lease  for  the  construction  or  location  thereon  of  any  such  building, 
structure  or  portion  thereof; 

(7)  "Employer"  Includes  the  state,  or  any  political  or  civil  subdivision  thereof,  or  any  person  employing  six  or  more  persons  within  the 
state,  and  any  person  directly  acting  in  the  interest  of  an  employer,  but  does  not  include  corporations  and  associations  owned  and 
operated  by  religious  or  sectarian  groups; 

(8)  "Employment  agency"  includes  any  person  or  agency,  public  or  private,  regulariy  undertaking  with  or  without  compensation  to  procure 
employees  for  an  employer  or  to  procure  for  employees  opportunities  to  work  for  an  employer  and  includes  any  person  acting  in  the 
interest  of  such  a  person; 

(9)  "Executive  director",  the  executive  director  of  the  Missouri  commission  on  human  rights; 

(10)  "Familial  status",  one  or  more  individuals  who  have  not  attained  the  age  of  eighteen  years  being  domiciled  with: 

(a)  A  parent  or  another  person  having  legal  custody  of  such  individual;  or 

(b)  The  designee  of  such  parent  or  other  person  having  such  custody,  with  the  written  permission  of  such  parent  or  other  person.  The 
protections  afforded  against  discrimination  on  the  basis  of  familial  status  shall  apply  to  any  person  who  is  pregnant  or  is  in  the  process  of 
securing  legal  custody  of  any  individual  who  has  not  attained  the  age  of  eighteen  years; 

(11)  "Human  rights  fund",  a  fund  established  to  receive  civil  penalties  as  required  by  federal  regulations  and  as  set  forth  by  subdivision 
(2)  of  subsection  11  of  section  213.075,  and  which  will  be  disbursed  to  offset  additional  expenses  related  to  compliance  with  the 
Department  of  Housing  and  Urban  Development  regulations; 

(12)  "Labor  organization"  includes  any  organization  which  exists  for  the  purpose,  in  whole  or  in  part,  of  collective  bargaining  or  of  dealing 
with  employers  concerning  grievances,  terms  or  conditions  of  employment,  or  for  other  mutual  aid  or  protection  in  relation  to 
employment; 

(13)  "Local  commissions",  any  commission  or  agency  established  prior  to  August  13,  1986,  by  an  ordinance  or  order  adopted  by  the 
governing  body  of  any  city,  constitutional  charter  city,  town,  village,  or  county; 

(14)  "Person"  includes  one  or  more  individuals,  corporations,  partnerships,  associations,  organizations,  labor  organizations,  legal 
representatives,  mutual  companies,  joint  stock  companies,  trusts,  trustees,  trustees  in  bankruptcy,  receivers,  fiduciaries,  or  other 
organized  groups  of  persons; 

(15)  "Places  of  public  accommodabon",  all  places  or  businesses  offering  or  holding  out  to  the  general  public,  goods,  services,  privileges, 
facilities,  advantages  or  accommodations  for  the  peace,  comfort,  health,  welfare  and  safety  of  the  general  public  or  such  public  places 
providing  food,  shelter,  recreation  and  amusement,  including,  but  not  limited  to: 

(a)  Any  inn,  hotel,  motel,  or  other  establishment  which  provides  lodging  to  transient  guests,  other  than  an  establishment  located  within  a 
building  which  contains  not  more  than  five  rooms  for  rent  or  hire  and  which  is  actually  occupied  by  the  proprietor  of  such  establishment  as 
his  residence; 

(b)  Any  restaurant,  cafeteria,  lunchroom,  lunch  counter,  soda  fountain,  or  other  facility  principally  engaged  in  selling  food  for  consumption 
on  the  premises,  including,  but  not  limited  to,  any  such  facility  located  on  the  premises  of  any  retail  establishment; 

(c)  Any  gasoline  station,  including  all  facilities  located  on  the  premises  of  such  gasoline  station  and  made  available  to  the  patrons  thereof; 

(d)  Any  motion  picture  house,  theater,  concert  hall,  sports  arena,  stadium,  or  other  place  of  exhibition  or  entertainment; 

(e)  Any  public  facility  owned,  operated,  or  managed  by  or  on  behalf  of  this  state  or  any  agency  or  subdivision  thereof,  or  any  public 
corporabon;  and  any  such  facility  supported  in  whole  or  m  part  by  public  funds; 

(f)  Any  establishment  which  is  physically  located  within  tne  premises  of  any  establishment  otherwise  covered  by  this  section  or  within  the 
premises  of  which  is  physically  located  any  such  covered  establishment,  and  which  holds  itself  out  as  serving  patrons  of  such  covered 
establishment; 

(16)  "Rent"  includes  to  lease,  to  sublease,  to  let  and  otherwise  to  grant  for  consideration  the  right  to  occupy  premises  not  owned  by  the 
occupant; 

(17)  "Respondent",  a  person  who  is  alleged  to  have  engaged  in  a  prohibited  discriminatory  practice  in  a  complaint  filed  with  the 
commission; 

(18)  "Unlawful  discriminatory  practice",  any  act  that  is  unlawful  under  this  chapter. 


Robin  Carnahan 
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The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Lara  Granich  regarding  a  proposed  amendment  to  the 
Revised  Statutes  of  Missouri,  version  5  (2014-014) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised 
Statutes  of  Missouri  filed  by  Lara  Granich  on  December  7,  2012. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332.  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Robin  Carnahan 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  JEFFERSON  C:iTY,  MISSOURI  •  65102 
www .  so,s .  m  o .  go  V 


County . 
Page  No. 


It  IS  .1  riass  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021.  RSMo,  to  the  contrary,  for  a  term  of  imprisonment  not 
to  exceed  one  year  in  the  county  jail  or  a  Rne  not  to  exceed  ten  thousand  dollars  or  both,  lor  anyone  to  sign  any  inliiaiivp  petition  with  any  name 
other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition 
when  such  person  knows  he  or  she  is  not  a  registered  voter 

INITIATIVE  PETITION 

I 

To  the  Honorable  jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

Wc.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (orclty  of  St.  Louis),  respectfully  order 

th.ii  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to 
be  held  on  the  4'"  day  of  November.  2014.  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition;  1  am  a  registered  voter  of 

the  state  of  Missouri  and  County  (or  city  of  Sl  Louis):  iny  registered  voting  address  and  the  name  of  the  city. 

town  or  village  in  which  I  live  are  correctly  written  after  my  name. 

(INSERT  BALLOTTITLE  HERE) 


CIRCUUTORS  AFFIDAVIT 
STATE  OF  MISSOURI.  COUNTY  OF  


I,  ,  being  first  duly  sworn,  say  (prim  or  type  names  of  signers) 


NAME 
jSienaturel 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City.  Town,  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
1  Printed  or  Typed  | 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence:  I  believe  th.it  each  has  stated  his  or  her  name. 


registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant  (Person  obtaining  signatures)  Address  of  Affiant  (Street,  City,  State  &  Zip  Code) 

Subscribed  and  sworn  to  before  me  this  day  of  .  A.D.  201_. 


Signature  of  Notary 
Notary  Public  (Seal] 


Address  of  NoUiry  (Street.  City.  State  &  Zip  Code) 
My  commission  expires  
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Be  ii  enacted  by  the  people  of  the  State  of  Missouri: 

Section  A  Sections  290.500,  290.502,  290.5 12.  and  290.527  are  amended  to  read  as 
follows: 

§  290.500.  Definitions 

As  used  in  sections  290.500  to  290.530,  the  following  words  and  phrases  mean: 

(1)  "Agriculture",  farming  and  all  its  branches  including,  but  not  limited  to,  the 
cultivation  and  tillage  of  the  soil,  dairying,  the  production,  cultivation,  growing  and 
harvesting  of  any  agricultural  commodities,  the  raising  of  livestock,  fish  and  other  marine 
life,  bees,  fur-bearing  animals  or  poultry  and  any  practices  performed  by  a  farmer  or  on  a 
farm  as  an  incident  to  or  in  conjunction  with  farming  operations,  including  preparation 
for  market,  delivery  to  storage  or  to  market  or  to  carriers  for  transportation  to  market; 

(2)  "Director",  the  director  of  the  department  of  labor  and  industrial  relations  or  his 
authorized  representative; 

(3)  "Employee",  any  individual  employed  by  an  employer,  except  that  the  term 
"employee"  shall  not  include: 

(a)  Any  individual  employed  in  a  bona  fide  executive,  administrative,  or  professional 
capacity; 

(b)  Any  individual  engaged  in  the  activities  of  an  educational,  charitable,  religious,  or 
nonprofit  organization  where  the  employer-employee  relationship  does  not,  in  fact,  exist 
or  where  the  services  rendered  to  the  organization  are  on  a  voluntary  basis, 

(c)  Any  individual  standing  in  loco  parentis  to  foster  children  in  their  care; 

(d)  Any  individual  employed  for  less  than  four  months  in  any  year  in  a  resident  or  day 
camp  for  children  or  youth,  or  any  individual  employed  by  an  educational  conference 
center  operated  by  an  educational,  charitable  or  not-for-profit  organization: 

(e)  Any  individual  engaged  in  the  activities  of  an  educational  organization  where 
employment  by  the  organization  is  in  lieu  of  the  requirement  that  the  individual  pay  the 
cost  of  tuition,  housing  or  other  educational  fees  of  the  organization  or  where  earnings  of 
the  individual  employed  by  the  organization  are  credited  toward  the  payment  of  the  cost 
of  tuition,  housing  or  other  educational  fees  of  the  organization; 

(f)  Any  individual  employed  on  or  about  a  private  residence  on  an  occasional  basis  for 
six  hours  or  less  on  each  occasion; 

(g)  Any  handicapped  person  employed  in  a  sheltered  workshop,  certified  by  the 
department  of  elementary  and  secondary  education; 


(h)  Any  person  employed  on  a  casual  basis  to  provide  baby-sitting  services: 

(i)  Any  individual  employed  by  an  employer  subject  to  the  provisions  of  part  A  of 
subtitle  IV  of  title  49,  United  States  Code.  49  U.S.C.  §§  lOlOl  et  seq.; 

(j)  Any  individual  employed  on  a  casual  or  intermittent  basis  as  a  golf  caddy,  newsboy, 
or  in  a  similar  occupation; 

(k)  Any  individual  whose  earnings  are  derived  in  whole  or  in  part  from  sales 
commissions  and  whose  hours  and  places  of  employment  are  not  substantially  controlled 
by  the  employer; 

(I)  Any  individual  who  is  employed  in  any  government  position  defined  in  29  U.S.C.  Jj§ 
203(e)(2)(C)(iHii); 

(m)  Any  individual  employed  by  a  retail  or  serv  ice  business  whose  annual  gross  volume 
sales  made  or  business  done  is  less  than  five  hundred  seventy  five  thousand  dollars; 
provided  that  starting  on  January  1.  2016.  and  on  January  1  of  successive  years,  this 
threshold  shall  be  increased  or  decreased  by  the  increase  or  decrease  in  the  cost  of  livint;. 
as  determined  by  the  director  usin^  the  methodology  specified  in  subsection  2  of  section 
290.502.  with  the  amount  of  the  increase  or  decrease  deternimed  each  September  30  and 
rounded  to  the  nearest  five  thousand  dollars: 

(n)  Any  individual  who  is  an  offender,  as  defined  in  section  217.010.  who  is  incarcerated 
in  any  correctional  facility  operated  by  the  department  of  corrections,  including  offenders 
who  provide  labor  or  services  on  the  grounds  of  such  correctional  facility  pursuant  to 
section  217.550; 

(o)  Any  individual  described  by  the  provisions  of  section  29  U.S.C.  213(a)(8); 

(4)  "Employer",  any  person  acting  directly  or  indirectly  in  the  interest  of  an  employer  in 
relation  to  an  employee; 

(5)  "Learner  and  apprentice",  any  individual  under  20  years  of  age  who  has  not 
completed  the  required  training  for  a  particular  job.  In  no  event  shall  the  individual  be 
deemed  a  learner  or  apprentice  in  the  occupation  after  three  months  of  training  e.xcept 
where  the  director  finds,  after  investigation,  that  for  the  particular  occupation  a  minimum 
of  proficiency  cannot  be  acquired  in  three  months.  In  no  case  shall  a  person  be  declared 
to  be  a  learner  or  apprentice  after  six  months  of  training  for  a  panicular  employer  or  job. 
Employees  of  an  amusement  or  recreation  business  that  meets  the  criteria  set  out  in  29 
U.S.C.  §  213(a)(3)  may  be  deemed  a  learner  or  apprentice  for  ninety  working  days.  No 
individual  shall  be  deemed  a  learner  or  apprentice  solely  for  the  purpose  of  evadmg  the 
provisions  of  sections  290.500  to  290.530; 
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(6)  "Occupation",  any  occupation,  service,  trade,  business,  industry,  or  branch  or  group 
of  industries  or  employment  or  class  of  employment  in  which  individuals  are  gainfully 
employed; 

(7)  "Wage",  compensation  due  to  an  employee  by  reason  of  his  employment,  payable  in 
legal  tender  of  the  United  States  or  checks  on  banks  convertible  into  cash  on  demand  at 
full  face  value; 

(8)  "Person",  any  individual,  partnership,  association,  corporation,  business,  business 
trust,  legal  representative,  or  any  organized  group  of  persons; 

(9)  "Man-day",  any  day  during  which  an  employee  performs  any  agricultural  labor  for 
not  less  than  one  hour. 

' « 

290.502.  Minimum  wage  rate—increase  or  decrease,  when 

1 .  Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530. 
effective  [January  1.  2007]  January  I.  2015,  every  employer  shall  pay  to  each  employee 
no  less  than  wages  at  the  rate  of  [S6.50]  $8.40  per  hour,  or  wages  at  the  same  rate  or  rates 
set  under  the  provisions  of  federal  law  as  the  prevailing  federal  minimum  wage 
applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is 
higher. 

2.  If  the  federal  minimum  waL'C  rate  is  increased  above  the  minimum  waae  rate  then  in 
effect  under  this  section,  the  higher  federal  rate  shall  become  the  minimum  waue  rate  in 
effect  under  this  section.  The  minimum  wage  rate  in  effect  under  this  section  shall  be 
increased  or  decreased  on  January  I,  [2008]  2016.  and  on  January  1  of  successive  years, 
by  the  increase  or  decrease  in  the  cost  of  living.  On  September  30,  [2007]  201 5,  and  on 
each  September  30  of  each  successive  year,  the  director  shall  measure  the  increase  or 
decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding 
July  over  the  level  as  of  July  of  the  unmediately  preceding  year  of  the  Consumer  Price 
Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor  index  as 
published  by  the  U.S.  Department  of  Labor  or  its  successor  agency,  with  the  amount  of 
the  minimum  wage  increase  or  decrease  rounded  to  the  nearest  five  cents. 

290.512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage 
requirements 

I .  No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of 
gratuities  in  addition  to  wages  is  required  to  pay  wages  in  excess  of  [fifty]  sixty  percent 
of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530,  however,  total 
compensation  for  such  employee  shall  total  at  least  the  minimum  wage  specified  in 
sections  290.500  to  290.530,  the  difference  being  made  up  by  the  employer. 


mo 

2.  If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  services  as 
an  incident  of  his  employment  and  if  he  is  not  required  to  exercise  any  discretion  in  order 
to  receive  the  goods  or  serv  ices,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  of  the  goods  and  serv  ices  and  the  minimum  wage 
otherwise  required  to  be  paid  by  sections  290.500  to  290.530  The  fair  market  value  of 
the  goods  and  serv  ices  shall  be  computed  on  a  weekly  basis.  The  director  shall  pro\  ide  by 
regulation  a  method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu 
of  the  wages  otherwise  required  to  be  paid  under  the  provisions  of  sections  290.500  to 
290.530.  He  shall  also  provide  by  regulation  a  method  of  determining  those  types  of 
goods  and  services  that  are  an  incident  of  employment  the  receipt  of  which  does  not 
require  any  discretion  on  the  part  of  the  employee. 

290.527.  Action  for  underpayment  of  wages,  employee  may  bring--limitation 

Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee 
is  entitled  under  or  by  virtue  of  sections  290.500  to  290.530  shall  be  liable  to  the 
employee  affected  for  the  full  amount  of  the  wage  rate  and  an  additional  [equal]  amount 
equal  to  tw  ice  the  underpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid 
to  the  employee  by  the  employer  and  for  costs  and  such  reasonable  attorney  fees  as  may 
be  allowed  by  the  court  or  jury.  The  employee  may  bring  any  legal  action  necessary'  to 
collect  the  claim.  Any  agreement  between  the  employee  and  the  employer  to  work  for 
less  than  the  wage  rate  shall  be  no  defense  to  the  action.  All  actions  for  the  collection  of 
any  deficiency  in  wages  shall  be  commenced  within  [two]  three  years  of  the  accrual  of 
the  cause  of  action. 


RECtr/:^^ 


DEC  1  0  2012 


STATE  AUDITCfJC  OFF'.::: 


Robin  Carnahan 


JAMHS  C.  KiRKl'ATRICK 
STATI-  INI-DKMATION  O.NTKR 
(573)751  4936 


SECRETARY  OF  STATE 

STATE  OF  Missouri 


Eli-.c:tu)ns  Division 
(573)751-2301 


December  10,2012 


The  Honorable  Tom  Schweich 
State  Auditor 


State  Capitol  Building 
JetYerson  City,  MO  65101 


RE:     Petition  approval  request  from  Lara  Granich  regarding  a  proposed  amendment  to  the 
Revised  Statutes  of  Missouri,  version  6  (2014-015) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised 
Statutes  of  Missouri  filed  by  Lara  Granich  on  December  7,  2012. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Robin  Carnahan 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferson  Cm',  Missouri  •65102 
www.sos.mo.gov 


Counly  _ 
Pjge  No. , 


it  is  a  class  A  misrif  meanor  piinishahlo,  norwiihslnndinf^  thp  pi-nv)stnns  ot'sccUon  560  021.  RSMo.  tn  the  contrary,  for  a  term  of  Imprison mont  not 
to  exceed  one  year  in  the  county  |all  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  inilialive  petition  with  any  name 
other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  tor  the  same  election,  or  to  sign  a  petitjon 
when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INITIATIVE  PETITION 
To  the  Honorable  Jason  Kandcr,  Secretary  ofState  for  the  state  of  Missouri: 


Wc.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  _ 


_  County  (or  city  of  St  Louis),  respectfully  order 


that  the  lollowing  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  lor  their  approval  or  rejection,  at  the  general  election  to 
be  held  on  the  4'-'  day  ol  November,  2014,  and  each  lor  himself  or  herself  says:  1  have  personally  signed  this  petition;  I  am  a  registered  voter  of 

the  state  of  Missouri  and  County  (or  city  of  St  Louis):  my  registered  voting  address  and  the  name  of  the  city. 

town  or  village  in  which  1  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI.  COUNTY  OF  _ 

1.  


,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(SiRnaturel 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town,  or  Village) 

•ZIP 

CODE 

CONGR. 
DIST. 

NAME 

(Printed  or  Typed) 

1. 

£: 

3 

4. 

s. 

6 

B. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  stated  his  or  her  name, 
registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant  (Person  obtaining  signatures) 
Subscribed  and  sworn  to  before  me  this  day  of . 


Address  of  AfTiant  (Street.  Cit)',  State  &  Zip  Code] 


.A.U.201_. 


Signature  of  Notar>' 
Notai-y  Public  (Seal) 


Address  of  Notaiy  (Street.  City,  State  &  Zip  Code) 
My  commission  expires  


Be  it  enacted  by  the  people  of  the  State  of  Missouri: 


\q-oi5 


Section  A.  Sections  290.500,  290.502,  290.512,  and  290.527  are  amended  to  read  as 
follows: 

§  290.500.  Definitions 

As  used  in  sections  290.500  to  290.530,  the  following  words  and  phrases  mean:  ^ 

( 1)  "Agriculture",  farming  and  all  its  branches  including,  but  not  limited  to,  the 
cultivation  and  tillage  of  the  soil,  dair>'ing,  the  production,  cultivation,  growing  and 
harvesting  of  any  agricultural  commodities,  the  raising  of  livestock,  fish  and  other  marine 
life,  bees,  ftir-bearing  animals  or  poultry  and  any  practices  performed  by  a  farmer  or  on  a 
farm  as  an  incident  to  or  in  conjunction  with  farming  operations,  including  preparation 

for  market,  deln  ery  to  storage  or  to  market  or  to  carriers  for  transportation  to  market;  < 

(2)  "Director'",  the  director  of  the  department  of  labor  and  industrial  relations  or  his 
authorized  representative; 

(3)  "Employee",  any  individual  employed  by  an  employer,  except  that  the  term 
"employee"  shall  not  include: 

(a)  Any  individual  employed  in  a  bona  fide  executive,  administrative,  or  professional 
capacity; 

(b)  Any  individual  engaged  in  the  activities  of  an  educational,  charitable,  religious,  or 
nonprofit  organization  where  the  employer-employee  relationship  does  not,  in  fact,  exist 
or  where  the  services  rendered  to  the  organization  are  on  a  voluntary  basis; 

(c)  Any  individual  standing  in  loco  parentis  to  foster  children  in  their  care; 

(d)  Any  individual  employed  for  less  than  four  months  in  any  year  in  a  resident  or  day 
camp  for  children  or  youth,  or  any  individual  employed  by  an  educational  conference 
center  operated  by  an  educational,  charitable  or  not-for-profit  organization;  ' 

(e)  Any  individual  engaged  in  the  activities  of  an  educational  organization  where 
employment  by  the  organization  is  in  lieu  of  the  requirement  that  the  individual  pay  the 
cost  of  tuition,  housing  or  other  educational  fees  of  the  organization  or  w  here  earnings  of 
the  individual  employed  by  the  organization  are  credited  toward  the  payment  of  the  cost 
of  tuition,  housing  or  other  educational  fees  of  the  organization; 

(f)  Any  individual  employed  on  or  about  a  private  residence  on  an  occasional  basis  for 
six  hours  or  less  on  each  occasion; 


(g)  Any  handicapped  person  employed  in  a  sheltered  workshop,  certified  by  the 
department  of  elementary  and  secondary  education; 


(h)  Any  person  employed  on  a  casual  basis  to  provide  baby-sitting  services: 

(i)  Any  individual  employed  by  an  employer  subject  to  the  provisions  of  part  A  of 
subtitle  IV  of  title  49,  United  States  Code,  49  U.S.C.  §§  10101  et  seq.; 

(j)  Any  individual  employed  on  a  casual  or  intermittent  basis  as  a  golf  caddy,  newsboy, 
or  in  a  similar  occupation; 

(k)  Any  individual  whose  earnings  are  derived  in  whole  or  in  part  from  sales 
commissions  and  whose  hours  and  places  of  employment  are  not  substantially  controlled 
by  the  employer; 

(1)  Any  individual  who  is  employed  in  any  government  position  defined  in  29  U.S.C.  §§ 
203(e)(2)(C)(i)-(ii); 

(m)  Any  individual  employed  by  a  retail  or  service  business  whose  annual  gross  volume 
sales  made  or  business  done  is  less  than  five  hundred  seventy  five  thousand  dollars; 
provided  that  starting  on  January  1 .  20 1 6.  and  on  January  1  of  successive  years,  this 
threshold  shall  be  increased  or  decreased  by  the  increase  or  decrease  in  the  cost  of  living, 
as  determined  by  the  director  using  the  methodology  specified  in  subsection  2  of  section 
290.502.  with  the  amount  of  the  increase  or  decrease  determined  each  September  30  and 
rounded  to  the  nearest  five  thousand  dollars; 

(n)  Any  individual  who  is  an  offender,  as  defined  in  section  217.010,  who  is  incarcerated 
in  any  correctional  facility  operated  by  the  department  of  corrections,  including  offenders 
who  provide  labor  or  serv  ices  on  the  grounds  of  such  correctional  facility  pursuant  to 
section  217.550; 

(o)  Any  individual  described  by  the  provisions  of  section  29  U.S.C.  213(a)(8); 

(4)  "Employer",  any  person  acting  directly  or  indirectly  in  the  interest  of  an  employer  in 
relation  to  an  employee; 

(5)  "Learner  and  apprentice",  any  individual  under  20  years  of  age  who  has  not 
completed  the  required  training  for  a  particular  job.  In  no  event  shall  the  individual  be 
deemed  a  learner  or  apprentice  in  the  occupation  after  three  months  of  training  except 
where  the  director  finds,  after  investigation,  that  for  the  particular  occupation  a  minimum 
of  proficiency  cannot  be  acquired  in  three  months.  In  no  case  shall  a  person  be  declared 
to  be  a  learner  or  apprentice  after  six  months  of  training  for  a  particular  employer  or  job. 
Employees  of  an  amusement  or  recreation  business  that  meets  the  criteria  set  out  in  29 
U.S.C.  §  213(a)(3)  may  be  deemed  a  learner  or  apprentice  for  ninety  working  days.  No 
individual  shall  be  deemed  a  learner  or  apprentice  solely  for  the  purpose  of  evading  the 
provisions  of  sections  290.500  to  290.530; 


(6)  "Occupation",  any  occupation,  service,  trade,  business,  industry,  or  branch  or  group 
of  industries  or  employment  or  class  of  employment  in  which  individuals  are  gainfully 
employed; 

(7)  "Wage",  compensation  due  to  an  employee  by  reason  of  his  employment,  payable  in 
legal  tender  of  the  United  States  or  checks  on  banks  convertible  into  cash  on  demand  at 
full  face  value; 

(8)  "Person",  any  individual,  partnership,  association,  corporation,  business,  business 
trust,  legal  representative,  or  any  organized  group  of  persons; 

(9)  "Man-day",  any  day  during  which  an  employee  performs  any  agricultural  labor  for 
not  less  than  one  hour. 


290.502.  Minimum  wage  rate— increase  or  decrease,  when 

1 .  Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530, 
effective  [January  1,  2007]  January  I.  2015,  every  employer  shall  pay  to  each  employee 
no  less  than  wages  at  the  rate  of  [S6.50]  $8.45  per  hour,  or  wages  at  the  same  rate  or  rates 
set  under  the  provisions  of  federal  law  as  the  prevailing  federal  minimum  wage 
applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is 
higher.  ^ . 

2.  If  the  federal  minimum  wage  rate  is  increased  above  the  minimum  wage  rate  then  in 
effect  under  this  section,  the  higher  federal  rate  shall  become  the  minimum  wage  rate  in 
effect  under  this  section.  The  minimum  wage  rate  in  effect  under  this  section  shall  be 
increased  or  decreased  on  Januaiy  1,  [2008]  2016,  and  on  Januar>-  1  of  successive  years, 
by  the  increase  or  decrease  in  the  cost  of  living.  On  September  30,  [2007]  2015,  and  on 
each  September  30  of  each  successive  year,  the  director  shall  measure  the  increase  or 
decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding 
July  over  the  level  as  of  July  of  the  immediately  preceding  year  of  the  Consumer  Price 
Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor  index  as 
published  by  the  U.S.  Department  of  Labor  or  its  successor  agency,  with  the  amount  of 
the  minimum  wage  increase  or  decrease  rounded  to  the  nearest  five  cents. 

290.512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage 
requirements 

1.  No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of 
gratuities  in  addition  to  wages  is  required  to  pay  wages  in  excess  of  [fifty]  sixty  percent 
of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530,  however,  total 
compensation  for  such  employee  shall  total  at  least  the  minimum  wage  specified  in 
sections  290.500  to  290.530,  the  difference  being  made  up  by  the  employer. 


2.  If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  serv  ices  as 
an  incident  of  his  employment  and  if  he  is  not  required  to  exercise  any  discretion  in  order 
to  receive  the  goods  or  serv  ices,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  of  the  goods  and  services  and  the  minimum  wage 
otherwise  required  to  be  paid  by  sections  290.500  to  290.530.  The  fair  market  \  alue  of 
the  goods  and  serv  ices  shall  be  computed  on  a  weekly  basis.  The  director  shall  provide  by 
regulation  a  method  of  valuing  the  goods  and  serv  ices  received  by  any  employee  in  lieu 
of  the  wages  otherwise  required  to  be  paid  under  the  provisions  of  sections  290.500  to 
290.530.  He  shall  also  provide  by  regulation  a  method  of  determining  those  types  of 
goods  and  services  that  are  an  incident  of  employment  the  receipt  of  which  does  not 
require  any  discretion  on  the  part  of  the  employee. 

290,527.  Action  for  underpayment  of  wages,  employee  may  bring— limitation 

Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee 
is  entitled  under  or  by  virtue  of  sections  290.500  to  290.530  shall  be  liable  to  the 
employee  affected  for  the  full  amount  of  the  wage  rate  and  an  additional  [equal]  amount 
equal  to  twice  the  undeipaid  wages  as  liquidated  damages,  less  any  amount  actually  paid 
to  the  employee  by  the  employer  and  for  costs  and  such  reasonable  attorney  fees  as  may 
be  allowed  by  the  court  or  jury*.  The  employee  may  bring  any  legal  action  necessary  to 
collect  the  claim.  Any  agreement  between  the  employee  and  the  employer  to  work  for 
less  than  the  wage  rate  shall  be  no  defense  to  the  action.  All  actions  for  the  collection  of 
any  deficiency  in  wages  shall  be  commenced  w  ithin  [two]  three  years  of  the  accrual  of 
the  cause  of  action. 


DEC  I  0  2012 

STATE  AUDITORS  OFFIC!: 


RECfc  VED 


Robin  Carnahan 


JAMKS  C.  KiRKl'ATRICK 

Stath,  Information  Ci-,ntkr 
(573)751  4936 


SECRETARY  OF  STATE 
STATE  OF  MISSOLIRI 


Elkch'ions  Division 
(573)751  2301 


December  10,2012 


The  Honorable  Tom  Schweich 
State  Auditor 

State  Capitol  Building  . 
Jefferson  City,  MO  65101 

RE:     Petition  approval  request  from  Lara  Granich  regarding  a  proposed  amendment  to  the 
Revised  Statutes  of  Missouri,  version  7  (2014-016) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised 
Statutes  of  Missouri  filed  by  Lara  Granich  on  December  7,  2012. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Robin  Carnahan 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferson  City,  Missouri  •  65102 
www.sos.mo.gov 


It  IS  a  diiss  A  misdemeanor  punishable,  notwithstanding  the- provisions  of  section  560  021.  RSMo.  lo  the  contrary,  foi  a  term  of  imprisonment  not 
lo  exceed  one  year  In  the  county  pil  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  lor  anyone  to  sign  any  mitialive  petition  with  any  name 
other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  lor  the  same  election,  or  to  sign  a  petition 
when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  jason  Kander.  Secretary  of  State  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order 

that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to 
be  held  on  the  4'"  day  of  November.  2014.  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of 

the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city, 

town  or  village  In  which  I  live  are  correctly  written  after  my  name. 

(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI.  COUNTY  OF  


1  .  being  first  duly  sworn,  say  {print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City.  Town,  or  Village) 

ZIP 
CODE 

CONGR 
DIST 

NAME 
( Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9 

10, 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  stated  his  or  her  name. 


registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant  (Person  obtaining  signatures)  Address  of  Affiant  (Street.  City.  State  &  Zip  Code) 

Subscribed  and  sworn  to  before  me  this  day  of  .  A.D.  20 1_. 


County  _ 
Page  No. 


Signature  of  Notary 
Notary  Public  (Seal) 


Address  of  Notary  (Street.  City.  State  &  Zip  Code) 
My  commission  expires  


Be  it  enacted  by  the  people  of  the  State  of  Missouri:  \  i 

Section  A.  Sections  290.500,  290.502,  290.512.  and  290.527  are  amended  to  read  as 
follows: 

§  290.500.  Definitions 

As  used  in  sections  290.500  to  290.530,  the  following  words  and  phrases  mean: 

(1)  "Agriculture",  famiing  and  all  its  branches  including,  but  not  limited  to,  the 
cultivation  and  tillage  of  the  soil,  dairying,  the  production,  cultivation,  growing  and 
harvesting  of  any  agricultural  commodities,  the  raising  of  livestock,  fish  and  other  marine 
life,  bees,  fur-bearing  animals  or  poultry  and  any  practices  performed  by  a  farmer  or  on  a 
farm  as  an  incident  to  or  in  conjunction  with  farming  operations,  including  preparation 
for  market,  delivery  to  storage  or  to  market  or  to  carriers  for  transponation  to  market; 

(2)  "Director",  the  director  of  the  department  of  labor  and  industrial  relations  or  his 
authorized  representative: 

(3)  "Employee",  any  individual  employed  by  an  employer,  except  that  the  term 
"employee"  shall  not  include: 

(a)  Any  individual  employed  in  a  bona  fide  executive,  administrative,  or  professional 
capacity: 

(b)  Any  individual  engaged  in  the  activities  of  an  educational,  charitable,  religious,  or 
nonprofit  organization  where  the  employer-employee  relationship  does  not,  in  fact,  exist 

or  where  the  services  rendered  to  the  organization  are  on  a  voluntary  basis:  .  ^ 

(c)  .Any  individual  standing  in  loco  parentis  to  foster  children  in  their  care; 

(d)  Any  individual  employed  for  less  than  four  months  in  any  year  in  a  resident  or  day 
camp  for  children  or  youth,  or  any  individual  employed  by  an  educational  conference 
center  operated  by  an  educational,  charitable  or  not-for-profit  organization; 

(e)  Any  individual  engaged  in  the  activities  of  an  educational  organization  where 
employment  by  the  organization  is  in  lieu  of  the  requirement  that  the  individual  pay  the 
cost  of  tuition,  housing  or  other  educational  fees  of  the  organization  or  where  earnings  of 
the  individual  employed  by  the  organization  are  credited  toward  the  payment  of  the  cost 
of  tuition,  housing  or  other  educational  fees  of  the  organization; 

(f)  Any  individual  employed  on  or  about  a  private  residence  on  an  occasional  basis  for 
six  hours  or  less  on  each  occasion: 


(g)  Any  handicapped  person  employed  in  a  sheltered  workshop,  certified  by  the 
department  of  elementary  and  secondary  education; 


(h)  Any  person  employed  on  a  casual  basis  to  provide  baby-sitting  services; 

(i)  Any  individual  employed  by  an  employer  subject  to  the  provisions  of  part  A  of 
subtitle  IV  of  title  49,  United  States  Code,  49  U.S.C.  §§  10101  et  seq.; 

* 

(j)  Any  individual  employed  on  a  casual  or  intermittent  basis  as  a  golf  caddy,  newsboy, 
or  in  a  similar  occupation; 

(k)  Any  individual  whose  earnings  are  derived  in  whole  or  in  part  from  sales 
commissions  and  whose  hours  and  places  of  employment  are  not  substantially  controlled 
by  the  employer; 

(1)  Any  individual  who  is  employed  in  any  government  position  defined  in  29  U.S.C.  §§ 
203(e)(2)(C)(i)-(ii);  - 

(m)  Any  individual  employed  by  a  retail  or  service  business  whose  annual  gross  volume 
sales  made  or  business  done  is  less  than  five  hundred  seventv  five  thousand  dollars; 
provided  that  starting  on  January  1.  2016.  and  on  Januar\'  1  of  successi\  e  years,  this 
threshold  shall  be  increased  or  decreased  by  the  increase  or  decrease  in  the  cost  of  living, 
as  determined  by  the  director  using  the  methodology  specified  in  subsection  2  of  section 
290.502.  with  the  amount  of  the  increase  or  decrease  determined  each  September  30  and 
rounded  to  the  nearest  five  thousand  dollars; 

(n)  Any  individual  who  is  an  offender,  as  defined  in  section  217.010,  who  is  incarcerated 
in  any  correctional  facility  operated  by  the  department  of  corrections,  including  offenders 
who  provide  labor  or  serv  ices  on  the  grounds  of  such  correctional  facility  pursuant  to 
section  217.550; 

(o)  Any  individual  described  by  the  provisions  of  section  29  U.S.C.  213(a)(8); 

(4)  "Employer",  any  person  acting  directly  or  indirectly  in  the  interest  of  an  employer  in 
relation  to  an  employee; 

(5)  "Learner  and  apprentice",  any  individual  under  20  years  of  age  who  has  not 
completed  the  required  training  for  a  particular  job.  In  no  event  shall  the  individual  be 
deemed  a  learner  or  apprentice  in  the  occupation  after  three  months  of  training  except 
where  the  director  finds,  after  investigation,  that  for  the  particular  occupation  a  minimum 
of  proficiency  cannot  be  acquired  in  three  months.  In  no  case  shall  a  person  be  declared 
to  be  a  learner  or  apprentice  after  six  months  of  training  for  a  particular  employer  or  job. 
Employees  of  an  amusement  or  recreation  business  that  meets  the  criteria  set  out  in  29 
U.S.C.  §  213(a)(3)  may  be  deemed  a  learner  or  apprentice  for  ninety  working  days.  No 
individual  shall  be  deemed  a  learner  or  apprentice  solely  for  the  purpose  of  evading  the 
provisions  of  sections  290.500  to  290.530; 


(6)  "Occupation' ,  any  occupation,  serv  ice,  trade,  business,  industry,  or  branch  or  group 
of  industries  or  employmeni  or  class  of  employment  in  which  indi\  iduals  are  gainfully 
employed; 

(7)  "Wage",  compensation  due  to  an  employee  by  reason  of  his  employment,  payable  in 
legal  tender  of  the  United  States  or  checks  on  banks  convertible  into  cash  on  demand  at 
full  face  value; 

(8)  "Person",  any  individual,  partnership,  association,  corporation,  business,  business 
trust,  legal  representative,  or  any  organized  group  of  persons; 

(9)  "Man-day",  any  day  during  which  an  employee  performs  any  agricultural  labor  for 
not  less  than  one  hour. 


290.502.  Minimum  wage  rate— increase  or  decrease,  when 

1 .  Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530. 
effective  [January  1,  2007]  January  1.  2015,  every  employer  shall  pay  to  each  employee 
no  less  than  wages  at  the  rate  of  [S6.50]  S8.50  per  hour,  or  wages  at  the  same  rate  or  rates 
set  under  the  provisions  of  federal  law  as  the  prevailing  federal  minimum  wage 
applicable  to  those  cov  ered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is 
higher. 

2.  If  the  federal  minimum  wage  rate  is  increased  above  the  minimum  wane  rate  then  in 
effect  under  this  section,  the  higher  federal  rate  shall  become  the  minimum  wage  rate  in 
effect  under  this  section.  The  minimum  wage  rate  in  effect  under  this  section  shall  be 
increased  or  decreased  on  January  1,  [2008]  2016.  and  on  January  I  of  successive  years, 
by  the  increase  or  decrease  in  the  cost  of  living.  On  September  30,  [2007]  2015,  and  on 
each  September  30  of  each  successive  year,  the  director  shall  measure  the  increase  or 
decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding 
July  over  the  level  as  of  July  of  the  immediately  preceding  year  of  the  Consumer  Price 
Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor  index  as 
published  by  the  U.S.  Department  of  Labor  or  its  successor  agency,  with  the  amount  of 
the  minimum  wage  increase  or  decrease  rounded  to  the  nearest  five  cents. 

290.512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage 
requirements 

I .  No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of 
gratuities  in  addition  to  wages  is  required  to  pay  wages  in  excess  of  [fifty]  sixty  percent 
of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530.  however,  total 
compensation  for  such  employee  shall  total  at  least  the  minimum  wage  specified  in 
sections  290.500  to  290.530,  the  difference  being  made  up  by  the  employer. 
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2.  If  an  employee  receives  and  retains  compensation  in  the  form  ot  goods  or  serv  ices  as 
an  incident  of  his  employment  and  if  he  is  not  required  to  exercise  any  discretion  in  order 
to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  of  the  goods  and  serv  ices  and  the  minimum  wage 
otherwise  required  to  be  paid  by  sections  290.300  to  290.530.  The  fair  market  value  of 
the  goods  and  services  shall  be  computed  on  a  weekly  basis.  The  director  shall  provide  by 
regulation  a  method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu 
of  the  wages  otherwise  required  to  be  paid  under  the  provisions  of  sections  290.500  to 
290.530.  He  shall  also  provide  by  regulation  a  method  of  determining  those  types  of 
goods  and  services  that  are  an  incident  of  employment  tJie  receipt  of  which  does  not 
require  any  discretion  on  the  part  of  the  employee. 

290.527,  Action  for  underpayment  of  wages,  employee  may  bring— limitation 

Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee 
is  entitled  under  or  by  virtue  of  sections  290.500  to  290.530  shall  be  liable  to  the 
employee  affected  for  the  fiill  amount  of  the  wage  rate  and  an  additional  [equal]  amount 
equal  to  twice  the  underpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid 
to  the  employee  by  the  employer  and  for  costs  and  such  reasonable  attorney  fees  as  may 
be  allowed  by  the  court  or  jur>'.  The  employee  may  bring  any  legal  action  necessary  to 
collect  the  claim.  Any  agreement  between  the  employee  and  the  employer  to  work  for 
less  than  the  wage  rate  shall  be  no  defense  to  the  action.  All  actions  for  the  collection  of 
any  deficiency  in  wages  shall  be  commenced  within  [two]  three  years  of  the  accrual  of 
the  cause  of  action. 


RECb'YLED 

DEC  1  0  2012 


STATE  AUDITORS  OFr.ZT. 


Robin  Carnahan 


JAMF-S  C:.  KiRKl'ATRK  .K 
STATK  INHORMATION  C.KNTF.R 
(573)751  4936 


SECRETARY  OF  STATE 

STATE  OF  Missouri 


Elk(TI<)Ns  Division 
(573)751  2301 


December  10.  2012 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Lara  Granich  regarding  a  proposed  amendment  to  the 
Revised  Statutes  of  Missouri,  version  8  (2014-017) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised 
Statutes  of  Missouri  filed  by  Lara  Granich  on  December  7,  2012. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332.  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Robin  Carnahan 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferson  c:ity,  Missouri  •  65102 
www.sos.mo.gov 
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It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo.  to  the  contrary,  tor  a  term  of  imprisonment  not 
to  exceed  one  year  in  the  county  jail  or  a  line  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name 
other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition 
when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INITIATIVE  PETITION 
To  the  Honorable  jason  Kander,  Secretary  ofStatr  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order 

that  the  lollowmg  proposed  law  shall  be  submitted  to  the  voters  of  the  slate  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to 
be  held  on  the  4"'  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition:  1  am  a  registered  voter  of 

the  state  of  Missouri  and  County  (or  city  of  St.  Louis):  iny  registered  voting  address  and  the  name  of  the  city, 

town  or  village  in  which  1  live  arc  correctly  written  after  my  name. 

'  (INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR  S  AFFIDAVIT 
STATE  OF  MISSOURI,  COUNTY  OF  


I  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(SlRnaturt'l 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town,  or  Village) 

ZIP 
CODE 

CONGR. 
DIST 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4, 

S. 

«. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  niy  presence:  I  believe  that  e.ich  has  staled  his  or  her  name. 


registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  slate  of  Missouri  and  County. 


County. 
Page  No. 


Signature  of  Affiant  ( Person  obtaining  signatures]  Address  of  Affiant  (Street,  City,  State  &  Zip  Code) 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  201_. 


Signature  of  Notary 
Notary  Public  (Seal) 


Address  of  Notai^  (Street.  City.  Slate  &  Zip  Code) 
My  commission  expires  


Be  it  enacted  by  the  people  of  the  State  of  Missouri: 

Section  A.  Sections  290.500,  290.502,  290.5 12,  and  290.527  are  amended  to  read  as 
follows: 

§  290.500.  Definitions 

As  used  in  sections  290.500  to  290.530,  the  following  words  and  phrases  mean: 

( 1)  "Agriculture",  farming  and  all  its  branches  including,  but  not  limited  to,  the 
cultivation  and  tillage  of  the  soil,  dairying,  the  production,  cultivation,  growing  and 

harv  esting  of  any  agricultural  commodities,  the  raising  of  livestock,  fish  and  other  marine 
life,  bees,  fur-bearing  animals  or  poultry  and  any  practices  performed  by  a  farmer  or  on  a 
fann  as  an  incident  to  or  in  conjunction  with  fanning  operations,  including  preparation 
for  market,  delivery  to  storage  or  to  market  or  to  carriers  for  transportation  to  market; 

(2)  "Director",  the  director  of  the  department  of  labor  and  industrial  relations  or  his 
authorized  representative; 

(3)  "Employee",  any  individual  employed  by  an  employer,  except  that  the  term 
"employee"  shall  not  include: 

(a)  Any  individual  employed  in  a  bona  fide  executive,  administrative,  or  professional 
capacity; 

(b)  Any  individual  engaged  in  the  activities  of  an  educational,  charitable,  religious,  or 
nonprofit  organization  where  the  employer-employee  relationship  does  not,  in  fact,  exist 
or  where  the  services  rendered  to  the  organization  are  on  a  voluntary  basis; 

(c)  Any  individual  standing  in  loco  parentis  to  foster  children  in  their  care; 

(d)  Any  individual  employed  for  less  than  four  months  in  any  year  in  a  resident  or  day 
camp  for  children  or  youth,  or  any  individual  employed  by  an  educational  conference 
center  operated  by  an  educational,  charitable  or  not-for-profit  organization; 

(e)  .Any  individual  engaged  in  the  activities  of  an  educational  organization  where 
employment  by  the  organization  is  in  lieu  of  the  requirement  that  the  individual  pay  the 
cost  of  tuition,  housing  or  other  educational  fees  of  the  organization  or  where  earnings  of 
the  individual  employed  by  the  organization  are  credited  toward  the  payment  of  the  cost 
of  tuition,  housing  or  other  educational  fees  of  the  organization; 

(f)  Any  individual  employed  on  or  about  a  private  residence  on  an  occasional  basis  for 
six  hours  or  less  on  each  occasion; 

(g)  Any  handicapped  person  employed  in  a  sheltered  workshop,  certified  by  the 
department  of  elementary  and  secondary  education; 
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(h)  Any  person  employed  on  a  casual  basis  to  provide  baby-sitting  services; 

(i)  Any  individual  employed  by  an  employer  subject  to  the  provisions  of  part  A  of 
subtitle  IV  of  title  49,  United  States  Code,  49  U.S.C.  §§  10101  et  seq.; 

(j)  Any  individual  employed  on  a  casual  or  intermittent  basis  as  a  golf  caddy,  newsboy, 
or  in  a  similar  occupation; 

(k)  Any  individual  whose  earnings  are  derived  in  whole  or  in  part  from  sales 
commissions  and  whose  hours  and  places  of  employment  are  not  substantially  controlled 
by  the  employer; 

(1)  Any  individual  who  is  employed  in  any  government  position  defined  in  29  U.S.C.  §§ 
203(e)(2)(C)(i)-(ii); 

(m)  Any  individual  employed  by  a  retail  or  service  business  whose  annual  gross  volume 
sales  made  or  business  done  is  less  than  five  hundred  seventv  five  thousand  dollars; 
provided  that  starting  on  January  1.  2016.  and  on  January  1  of  successive  vears.  this 
threshold  shall  be  increased  or  decreased  bv  the  increase  or  decrease  in  the  cost  of  living, 
as  determined  bv  the  director  using  the  methodology  specified  in  subsection  2  of  section 
290.502.  with  the  amount  of  the  increase  or  decrease  determined  each  September  30  and 
rounded  to  the  nearest  five  thousand  dollars; 

(n)  Any  individual  who  is  an  offender,  as  defined  in  section  217.010,  who  is  incarcerated 
in  any  correctional  facility  operated  by  the  department  of  corrections,  including  offenders 
who  provide  labor  or  services  on  the  grounds  of  such  correctional  facility  pursuant  to 
section  217.550; 

(o)  Any  individual  described  by  the  provisions  of  section  29  U.S.C.  213(a)(8); 

(4)  "Employer",  any  person  acting  directly  or  indirectly  in  the  interest  of  an  employer  in 
relation  to  an  employee; 

(5)  "Learner  and  apprentice",  any  individual  under  20  years  of  age  who  has  not 
completed  the  required  training  for  a  particular  job.  In  no  event  shall  the  individual  be 
deemed  a  learner  or  apprentice  in  die  occupation  after  three  months  of  training  e.Kcept 
where  the  director  finds,  after  investigation,  that  for  the  particular  occupation  a  minimum 
of  proficiency  cannot  be  acquired  in  three  months.  In  no  case  shall  a  person  be  declared 
to  be  a  learner  or  apprentice  after  six  months  of  training  for  a  particular  employer  or  job. 
Employees  of  an  amusement  or  recreation  business  that  meets  the  criteria  set  out  in  29 
U.S.C.  §  2 1 3(a)(3)  may  be  deemed  a  learner  or  apprentice  for  ninety  working  days.  No 
individual  shall  be  deemed  a  learner  or  apprentice  solely  for  the  purpose  of  evading  the 
provisions  of  sections  290.500  to  290.530; 
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(6)  "Occupation",  any  occupation,  service,  trade,  business,  industry,  or  branch  or  group 
I         of  industries  or  employment  or  class  of  employment  in  which  individuals  are  gainfully 

employed: 

(7)  "Wage'",  compensation  due  to  an  employee  by  reason  of  his  employment,  payable  in 
legal  lender  of  the  United  States  or  checks  on  banks  convertible  into  cash  on  demand  at 
full  face  value; 

(8)  "Person",  any  individual,  partnership,  association,  corporation,  business,  business 
tnist,  legal  representative,  or  any  organized  group  of  persons; 

(9)  "Man-day",  any  day  during  which  an  employee  performs  any  agricultural  labor  for 
not  less  than  one  hour. 

290.502.  Minimum  wage  rate— increase  or  decrease,  when 

1 .  Except  as  may  be  otherwise  provided  pursuant  to  sections  290.500  to  290.530. 
effective  [January  I,  2007]  January  1 ,  201 5,  every  employer  shall  pay  to  each  employee 
no  less  than  wages  at  the  rate  of  [S6.50]  $9.25  per  hour,  or  wages  at  the  same  rate  or  rates 
set  under  the  provisions  of  federal  law  as  the  prevailing  federal  minimum  wage 
applicable  to  those  covered  jobs  in  interstate  commerce,  whichever  rate  per  hour  is 
higher. 

2.  If  the  federal  minimum  wage  rate  is  increased  above  the  mmimum  wage  rate  then  in 
effect  under  this  section,  the  higher  federal  rate  shall  become  the  minimum  wage  rate  in 
effect  under  this  section.  The  minimum  wage  rate  in  effect  under  this  section  shall  be 
increased  or  decreased  on  January  1.  [2008]  2016,  and  on  January  I  of  successive  years, 
by  the  increase  or  decrease  in  the  cost  of  living.  On  September  30,  [2007]  2015,  and  on 
each  September  30  of  each  successive  year,  the  director  shall  measure  the  increase  or 
decrease  in  the  cost  of  living  by  the  percentage  increase  or  decrease  as  of  the  preceding 
July  over  the  level  as  of  July  of  the  immediately  preceding  year  of  the  Consumer  Price 
Index  for  Urban  Wage  Earners  and  Clerical  Workers  (CPI-W)  or  successor  index  as 
published  by  the  U.S.  Department  of  Labor  or  its  successor  agency,  with  the  amount  of 
the  minimum  wage  increase  or  decrease  rounded  to  the  nearest  five  cents. 

290.512.  Gratuities,  goods  or  services  as  part  of  wages,  effect  on  minimum  wage 
requirements 

I .  No  employer  of  any  employee  who  receives  and  retains  compensation  in  the  form  of 
gratuities  in  addition  to  wages  is  required  to  pay  wages  in  excess  of  [fifty]  sixtv  percent 
of  the  minimum  wage  rate  specified  in  sections  290.500  to  290.530.  however,  total 
compensation  for  such  employee  shall  total  at  least  the  minimum  wage  specified  in 
sections  290.500  to  290.530,  the  difference  being  made  up  by  the  employer. 


2.  If  an  employee  receives  and  retains  compensation  in  the  form  of  goods  or  serv  ices  as 
an  incident  of  his  employment  and  if  he  is  not  required  to  exercise  any  discretion  in  order 
to  receive  the  goods  or  services,  the  employer  is  required  to  pay  only  the  difference 
between  the  fair  market  value  of  the  goods  and  services  and  the  minimum  wage 
otherwise  required  to  be  paid  by  sections  290.500  to  290.530.  The  fair  market  value  of 
the  goods  and  services  shall  be  computed  on  a  weekly  basis.  The  director  shall  provide  by 
regulation  a  method  of  valuing  the  goods  and  services  received  by  any  employee  in  lieu 
of  the  wages  otherwise  required  to  be  paid  under  the  provisions  of  sections  290.500  to 
290.530.  He  shall  also  provide  by  regulation  a  method  of  determining  those  types  of 
goods  and  services  that  are  an  incident  of  employment  the  receipt  of  which  does  not 
require  any  discretion  on  the  part  of  the  employee. 

290.527.  Action  for  underpayment  of  wages,  employee  may  bring— limitation 

Any  employer  who  pays  any  employee  less  wages  than  the  wages  to  which  the  employee 
is  entitled  under  or  by  virtue  of  sections  290.500  to  290.530  shall  be  liable  to  the 
employee  affected  for  the  fiill  amount  of  the  wage  rate  and  an  additional  [equal]  amount 
equal  to  twice  the  underpaid  wages  as  liquidated  damages,  less  any  amount  actually  paid 
to  the  employee  by  the  employer  and  for  costs  and  such  reasonable  attorney  fees  as  may 
be  allowed  by  the  court  or  jury.  The  employee  may  bring  any  legal  action  necessary  to 
collect  the  claim.  Any  agreement  between  the  employee  and  the  employer  to  work  for 
less  than  the  wage  rate  shall  be  no  defense  to  the  action.  All  actions  for  the  collection  of 
any  deficiency  in  wages  shall  be  commenced  within  [two]  three  years  of  the  accrual  of 
the  cause  of  action. 


RECb  VED 


DEC  1  0  2012 


STATE  AUDITORS  OFFICE 


Robin  Cai^ahan 


JAMI-SC.  KlRKl'ATRICK 
STATK  INIORMATION  C"i;NTK». 
(573) 751  4936 


SEC:RE'rARY  OH  STATE 

State  of  Missouri 


Elw:ti()ns  Division 
(573)751  2301 


December  10,  2012 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Maureen  Dickmann  regarding  a  proposed  amendment  to 
the  Revised  Statutes  of  Missouri,  version  2  (2014-018) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised 
Statutes  of  Missouri  filed  by  Maureen  Dickmann  on  December  7,  2012. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332,  RSMo.  Secfion  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Robin  Camahan 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferson  City,  Missouri  •  65102 


www.sos.mo.gov 


County  _ 
Page  No. 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary, 
for  a  term  of  Imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for 
anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more 
than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a 
registered  voter. 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St. 

Louis),  respectfully  order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their 
approval  or  rejection,  at  the  general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself 

says:  I  have  personally  signed  this  petition.  I  am  a  registered  voter  of  the  state  of  Missouri  and  

County  (or  city  of  St.  Louis).  My  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly 
written  after  my  name. 


[OFFICIAL  BALLOT  TITLE  PROVIDED  BY 
SECRETARY  OF  THE  STATE  TO  BE  PLACED  HERE] 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI, 
COUNTY  OF  


,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 

(Street)               (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence.  I  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 

(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 
Address  of  Notary:  _ 

Notary  Public  (Seal)   . 


My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Section  A:  Sections  367.515,  408.100,  408.500,  408.505  and  408.510  of  the  Revised  Statutes  of  IVlissouri 
are  amended  and  one  section  relating  to  consumer  credit  interest  rates,  to  be  known  as  section  367.105, 
is  enacted  as  follows: 

367.105  Any  person  making  or  offering  a  consumer  credit  loan  stiall  contract  for  and  receive  interest  and 
fees  in  accordance  with  sections  408.100,  408.140.  and  408.170  and  sliall  be  subject  to  all  provisions  of 
those  sections. 

367.515.  A  title  lender  shall  contract  for  and  receive  simple  interest  and  fees  in  accordance  with  sections 
408.100  and  408.140  and  shall  be  subject  to  all  provisions  of  those  sections. 

408.100.  1.  It  is  the  intent  of  the  people  of  Missouri  to  prevent  lenders,  such  as  those  who  make  what  are 
commonlv  known  as  payday  loans,  car  title  loans,  and  installment  loans,  which  have  typically  carried 
triple-digit  interest  rates  as  high  as  three  hundred  percent  annually  or  higher,  from  charRlng  excessive 
fees  and  interest  rates  that  can  lead  families  into  a  cycle  of  debt  by: 

(11  Reducing  the  annual  percentage  rate  for  payday,  title,  installment  and  other  high  cost  consumer  credit 
and  small  loans  from  triple-digit  interest  rates  to  thirty-six  percent  per  year; 

(2)  Extending  to  veterans  and  others  the  same  thirty-six  percent  rate  limit  in  place  for  payday  and  title 
loans  to  active  military  families  as  enacted  by  the  109th  United  States  Congress  in  10  U.S.C.  §  987;  and 

(3)  Preserving  fair  lending  by  prohibiting  lenders  from  structuring  other  transactions  to  avoid  the  rate  limit 
through  subterfuge. 

2^This  section  shall  apply  to  all  loans  which  are  not  made  as  permitted  by  other  laws  of  this  state  except 
that  it  shall  not  apply  to  loans  which  are  secured  by  a  lien  on  real  estate,  nonprocessed  farm  products, 
livestock,  farm  machinery  or  crops  or  to  loans  to  corporations.  On  any  loan  subject  to  this  section,  any 
person,  firm,  or  corporation  may  charge,  contract  for  and  receive  interest  on  the  unpaid  principal  balance 
at  rates  agreed  to  by  the  parties  provided  that  the  interest,  fees  and  finance  charges  shall  not  exceed  an 
annual  percentage  rate  of  thirty-six  percent. 

3.  A  person  shall  not  engage  in  any  device  or  subterfuge  intended  to  evade  the  requirements  of  this 
chapter  through  any  method  including,  but  not  limited  to,  mail,  telephone,  internet  or  any  electronic 
means,  including: 

(1)  Offering,  making,  assisting  a  borrower  to  obtain,  or  brokering  a  loan  at  an  annual  percentage  rate 
prohibited  by  this  section,  making  loans  disguised  as  personal  property  sales  and  leaseback  transactions, 
or  disguising  loan  proceeds  as  cash  rebates  for  the  pretextual  installment  sale  of  goods  or  services: 

(2)  Making,  assisting  a  borrower  to  obtain,  or  brokering  an  offer  of  credit,  or  in  whole  or  in  part,  from  a 
third  party,  or  acting  as  an  agent  for  a  third  party,  regardless  of  whether  the  third  party  is  exempt  from 
licensing  under  this  article  or  whether  approval,  acceptance,  or  ratification  by  the  third  party  is  necessary 
to  create  a  legal  obligation  for  the  third  party;  or 

(3)  Charging  any  application  fee  for  the  provision  of  credit  or  any  fee  for  participation  in  a  credit  plan,  if 
such  a  fee  is  authorized  under  any  applicable  section  of  Missouri  law,  without  including  the  fees  in  the 
calculation  of  the  annual  percentage  rate  of  the  credit  in  accordance  with  the  allowable  rate  set  forth  in 
this  section. 

408.500.  1.  Lenders,  other  than  banks,  trust  companies,  credit  unions,  savings  banks  and  savings  and  loan 
companies,  in  the  business  of  making  unsecured  loans  of  five  hundred  dollars  or  less,  commonlv  known  as 
payday  lenders,  shall  obtain  a  license  from  the  director  of  the  division  of  finance.  An  annual  license  fee  of 
three  hundred  dollars  per  location  shall  be  required.  The  license  year  shall  commence  on  January  first 
each  year  and  the  license  fee  may  be  prorated  for  expired  months.  The  director  may  establish  a  biennial 
licensing  arrangement  but  in  no  case  shall  the  fees  be  payable  for  more  than  one  year  at  a  time.  The 
provisions  of  this  section  shall  not  apply  to  pawnbroker  loans,  consumer  credit  loans  as  authorized  under 
chapter  367,  nor  to  a  check  accepted  and  deposited  or  cashed  by  the  payee  business  on  the  same  or  the 
following  business  day.  The  disclosures  required  by  the  federal  Truth  in  Lending  Act  and  regulation  Z  shall 
be  provided  on  any  loan,  renewal  or  extension  made  pursuant  to  this  section  and  the  loan,  renewal  or 
extension  documents  shall  be  signed  by  the  borrower. 

2.  Entities  making  loans  pursuant  to  this  section  shall  contract  for  and  receive  simple  interest  and  fees  in 
accordance  with  sections  408.100  and  408.140  and  shall  be  subject  to  all  provisions  of  those  sections.  Any 
contract  evidencing  any  fee  or  charge  of  any  kind  whatsoever,  except  for  bona  fide  clerical  errors,  in 
violation  of  this  section  shall  be  void.  Any  person,  firm  or  corporation  who  receives  or  imposes  a  fee  or 
charge  in  violation  of  this  section  shall  be  guilty  of  a  class  A  misdemeanor. 


R-01 


3.  Notwithstanding  any  other  law  to  the  contrary,  cost  of  collection  expenses,  which  include  court  costs 
and  reasonable  attorneys  fees,  awarded  by  the  court  in  suit  to  recover  on  a  bad  check  or  breach  of 
contract  shall  not  be  considered  as  a  fee  or  charge  for  purposes  of  this  section. 

4.  Lenders  licensed  pursuant  to  this  section  shall  conspicuously  post  in  the  lobby  of  the  office,  in  at  least 
fourteen-point  bold  type,  the  maximum  annual  percentage  rates  such  licensee  is  currently  charging  and 
the  statement; 

NOTICE: 

This  lender  offers  short-term  loans.  Please  read  and  understand  the  terms  of  the  loan  agreement  before 

signing. 

5.  The  lender  shall  provide  the  borrower  with  a  notice  in  substantially  the  following  form  set  forth  in  at 
least  ten-  point  bold  type,  and  receipt  thereof  shall  be  acknowledged  by  signature  of  the  borrower: 

(1)  This  lender  offers  short-term  loans.  Please  read  and  understand  the  terms  of  the  loan  agreement 
before  signing. 

(2)  You  may  cancel  this  loan  without  costs  by  returning  the  full  principal  balance  to  the  lender  by  the  close 
of  the  lender's  next  full  business  day. 

6.  The  lender  shall  renew  the  loan  upon  the  borrower's  written  request  and  the  payment  of  any  interest 
and  fees  due  at  the  time  of  such  renewal;  however,  upon  the  first  renewal  of  the  loan  agreement,  and 
each  subsequent  renewal  thereafter,  the  borrower  shall  reduce  the  principal  amount  of  the  loan  by  not 
less  than  five  percent  of  the  original  amount  of  the  loan  until  such  loan  is  paid  in  full.  However,  no  loan 
may  be  renewed  more  than  six  times. 

7.  When  making  or  negotiating  loans,  a  licensee  shall  consider  the  financial  ability  of  the  borrower  to 
reasonably  repay  the  loan  in  the  time  and  manner  specified  in  the  loan  contract.  All  records  shall  be 
retained  at  least  two  years. 

8.  A  licensee  who  ceases  business  pursuant  to  this  section  must  notify  the  director  to  request  an 
examination  of  all  records  within  ten  business  days  prior  to  cessation.  All  records  must  be  retained  at 
least  two  years. 

9.  Any  lender  licensed  pursuant  to  this  section  who  fails,  refuses  or  neglects  to  comply  with  the  provisions 
of  this  section,  or  any  laws  relating  to  consumer  loans  or  commits  any  criminal  act  may  have  its  license 
suspended  or  revoked  by  the  director  of  finance  after  a  hearing  before  the  director  on  an  order  of  the 
director  to  show  cause  why  such  order  of  suspension  or  revocation  should  not  be  entered  specifying  the 
grounds  therefor  which  shall  be  served  on  the  licensee  at  least  ten  days  prior  to  the  hearing. 

10.  Whenever  it  shall  appear  to  the  director  that  any  lender  licensed  pursuant  to  this  section  is  failing, 
refusing  or  neglecting  to  make  a  good  faith  effort  to  comply  with  the  provisions  of  this  section,  or  any 
laws  relating  to  consumer  loans,  the  director  may  issue  an  order  to  cease  and  desist  which  order  may  be 
enforceable  by  a  civil  penalty  of  not  more  than  one  thousand  dollars  per  day  for  each  day  that  the 
neglect,  failure  or  refusal  shall  continue.  The  penalty  shall  be  assessed  and  collected  by  the  director.  In 
determining  the  amount  of  the  penalty,  the  director  shall  take  into  account  the  appropriateness  of  the 
penalty  with  respect  to  the  gravity  of  the  violation,  the  history  of  previous  violations,  and  such  other 
matters  as  justice  may  require. 

408.505.  1.  This  section  shall  apply  to: 

(1)  Unsecured  loans  made  by  lenders  licensed  or  who  should  have  been  licensed  pursuant  to  section 
408.500, 

(2)  Any  person  that  the  Missouri  division  of  finance  determines  that  has  entered  into  a  transaction  that,  in 

substance,  is  a  disguised  loan;  and 

(3)  Any  person  that  the  Missouri  division  of  finance  determines  has  engaged  in  subterfuge  for  the  purpose 
of  avoiding  the  provisions  of  this  section. 

2.  All  loans  made  pursuant  to  this  section  and  section  408.500,  shall  have  a  minimum  term  of  fourteen 
days  and  a  maximum  term  of  thirty-one  days,  regardless  of  whether  the  loan  is  an  original  loan  or 
renewed  loan. 

3.  A  lender  may  only  charge  simple  interest  and  fees  in  accordance  with  sections  408.100  and  408.140 
and  shall  be  subject  to  all  provisions  of  those  sections.  No  other  charges  of  any  nature  shall  be  permitted 


except  as  provided  by  this  section,  including  any  charges  for  cashing  the  loan  proceeds  if  they  are  given  in 
check  form.  [Hov^/ever,  no  borrow/er  shall  be  required  to  pay  a  total  amount  of  accumulated  interest  and 
fees  in  excess  of  seventy-five  percent  of  the  initial  loan  amount  on  any  single  loan  authorized  pursuant  to 
this  section  for  the  entire  term  of  that  loan  and  all  renewals  authorized  by  section  408.500  and  this 
section.] 

4.  A  loan  made  pursuant  to  the  provisions  of  section  408.500  and  this  section  shall  be  deemed  completed 
and  shall  not  be  considered  a  renew^ed  loan  when  the  lender  presents  the  instrument  for  payment  or  the 
payee  redeems  the  instrument  by  paying  the  full  amount  of  the  instrument  to  the  lender.  Once  the  payee 
has  completed  the  loan,  the  payee  may  enter  into  a  new  loan  with  a  lender. 

5.  Except  as  provided  in  subsection  3  of  this  section,  no  loan  made  pursuant  to  this  section  shall  be  repaid 
by  the  proceeds  of  another  loan  made  by  the  same  lender  or  any  person  or  entity  affiliated  with  the 
lender.  A  lender,  person  or  entity  affiliated  with  the  lender  shall  not  have  more  than  five  hundred  dollars 
in  loans  made  pursuant  to  section  408.500  and  this  section  outstanding  to  the  same  borrower  at  any  one 
time.  A  lender  complies  with  this  subsection  if: 

(1)  The  consumer  certifies  in  writing  that  the  consumer  does  not  have  any  outstanding  small  loans  with 
the  lender  which  in  the  aggregate  exceeds  five  hundred  dollars,  and  is  not  repaying  the  loan  with  the 
proceeds  of  another  loan  made  by  the  same  lender;  and 

(2)  The  lender  does  not  know,  or  have  reason  to  believe,  that  the  consumer's  written  certification  is  false. 

6.  On  a  consumer  loan  transaction  where  cash  is  advanced  in  exchange  for  a  personal  check,  a  return 
check  charge  may  be  charged  in  the  amounts  provided  by  sections  408.653  and  408.654,  as  applicable. 

7.  No  state  or  public  employee  or  official,  including  a  judge  of  any  court  of  this  state,  shall  enforce  the 
provisions  of  any  contract  for  payment  of  money  subject  to  this  section  which  violates  the  provisions  of 
section  408.500  and  this  section. 

8.  A  person  does  not  commit  the  crime  of  passing  a  bad  check  pursuant  to  section  570. 120  if  at  the  time 
the  payee  accepts  a  check  or  similar  sight  order  for  the  payment  of  money,  he  or  she  does  so  with  the 
understanding  that  the  payee  will  not  present  it  for  payment  until  later  and  the  payee  knows  or  has 
reason  to  believe  that  there  are  insufficient  funds  on  deposit  with  the  drawee  at  the  time  of  acceptance. 
However,  this  section  shall  not  apply  if  the  person's  account  on  which  the  instrument  was  written  was 
closed  by  the  consumer  before  the  agreed-upon  date  of  negotiation  or  the  consumer  has  stopped 
payment  on  the  check. 

9.  A  lender  shall  not  use  a  device  or  agreement  that  would  have  the  effect  of  charging  or  collecting  more 
fees,  charges,  or  interest  than  allowed  by  this  section,  including,  but  not  limited  to: 

(1)  Entering  into  a  different  type  of  transaction; 

(2)  Entering  Into  a  sales  lease  back  arrangement; 

(3)  Catalog  sales; 

(4)  Entering  into  any  other  transaction  with  the  consumer  that  is  designed  to  evade  the  applicability  of 
this  section. 

10.  The  provisions  of  this  section  shall  only  apply  to  entities  subject  to  the  provisions  of  section  408.500 
and  this  section. 

408.510.  Notwithstanding  any  other  law  to  the  contrary,  the  phrase  "consumer  installment  loans"  means 
secured  or  unsecured  loans  of  any  amount  and  payable  in  not  less  than  four  substantially  equal 
installments  over  a  period  of  not  less  than  one  hundred  twenty  days.  The  phrase  "consumer  installment 
lender"  means  a  person  licensed  to  make  consumer  installment  loans.  A  consumer  installment  lender 
shall  be  licensed  in  the  same  manner  and  upon  the  same  terms  as  a  lender  making  consumer  credit  loans. 
Such  consumer  installment  lenders  shall  contract  for  and  receive  interest  and  fees  in  accordance  with 
sections  408.100,  408.140,  and  408.170  and  shall  be  subject  to  all  provisions  of  those  sections.  Consumer 
Installment  lenders  shall  be  subject  to  the  provisions  of  sections  408.551  to  408.562. 


JAMKSC;.  Kirki'ATrk;k 
STATK  IN1-<)1<MATU)N  Ckntkr 
(S73)  7?  1-4936 


Sec:retary  of  State 
State  of  Missouri 


ELF,<:n<)N.s  Division 
(573)751-2301 


February  13,2013 


RECEIVED 

FEB  1  3  2013 


The  Honorable  Tom  Schweich 
State  Auditor 


STATE  AUDITORS  OFFICE 


State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Herman  Kriegshauser  regarding  a  proposed  constitutional 
amendment  to  Article  X,  version  2  (2014-022) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Herman  Kriegshauser  on  February  1 1,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332,  RSMo.  Secdon  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferson  Cut,  Missouri  •65102 
www.sos.mo.gov 


County. 


Page  No.  

l(  is  a  Class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of  imprisonment  not  to  exceed  one 
year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  uun,  or  knowingly 
to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 


INITIATIVE  PETITION 
To  tlie  Honorable  Jason  Kander,  Secretary  of  Slate  for  the  State  of  Missouri: 


We,  the  undersigned  registered  voters  of  the  State  of  Missouri  and  County  (or  city  of  .Sl  I^uis)  respectfully  order  that  the  follow  ing 

proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
fourth  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

  County  (or  city  of  St  Louis);  my  registered  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my 

name. 


CIRCULATOR'S  AFFIDAVIT,  STATE  OF  MISSOURI,  COUNTY  OF  

1,  .being  first  duly  sworn,  say  (print  or  type  name  of  signers) 


NAME 
(SignQturc) 

DATE 
D 
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CODE 
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^Printed  nr  Tvrw>H) 

1. 

2. 

3. 
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14. 

15. 

Signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence:  I  believe  that  each  has  stated  his  or  her  name,  registered  voting 
address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  in  the  state  of  Missouri  and  County. 


Subscribed  and  sworn  to  before  me  this  day  of. 


.A.D. 


Signature  of  AfTiant  (Person  obtaining  signatures) 


.'Address  of  AfTiant 


Signature  of  Notary 


Notary  Public  (Seal) 
My  Coromission  Expires . 


Address  of  Notary 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

ARTICLE  X  -  TAXATION 

Section  26.  A  Missouri  State  Income  Tax  Credit  of  sixty  percent  (60%)  is  provided  to  individuals 
and  corporations  who  donate  directly  to: 

a.  Missouri  not-for-profit  elementary  and  secondary  schools  and/or  school  districts,  and 

b.  Missouri  not-for-profit  foundations  which  provide  scholarships  for  graduates  of  Missouri 
secondary  schools  to  attend  Missouri  not-for-profit  higher  education  colleges, and  universities. 
These  foundations  must  be  approved  by  the  United  States  Department  of  the  Treasury,  Internal 
Revenue  Service,  for  donors  to  currently  qualify  to  receive  a  tax  deduction  against  their  Federal 
and  Missouri  state  income  taxes  due  for  the  taxable  year  in  which  the  donation  is  made. 

This  Missouri  state  income  tax  credit  is  to  be  applied  to  the  actual  amount  of  the  donation  and  to 
be  subtracted  from  the  donors  Missouri  state  income  tax  due  for  the  taxable  year  in  which  the 
donation  is  made,  but  not  to  exceed  the  donors  Missouri  state  income  tax  liability  for  that  taxable 
year.  This  tax  credit  is  in  addition  to  all  Federal  and  Missouri  state  income  tax  deductions 
currently  allowable  to  the  donor- 
Further,  if  Missouri  voters  approve  through  an  initiative  petition  or  by  a  referendum  of  the  General 
Assembly,  a  Missouri  Constitutional  amendment  to  abolish  or  repeal  the  current  Missouri  state 
income  tax  on  individuals  and/or  corporations  and  a  different  method  of  taxation  is  legislaied  to 
replace  the  lost  revenues,  then  sixty  percent  (60%)  of  the  amount  of  the  individual  or  corporation 
donation  would  be  refunded  to  the  donor  by  the  Missouri  Department  of  Revenue  from  the  stale 
lax  revenues  then  collected  from  the  taxpayer  donor  through  the  new  method  or  form  of  taxation. 


JAMKSC.  KiRKl'ATRICK 

Statu  Ini-ormation  Cf.ntkr 
(S73)75l-4936 


Jason  Kander 

SEc:Kj-:'rARY  oh  State 
State  of  Missouri 


Ei.Kt:Ti<)NS  Division 
(573)751-2301 


March  18,2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

MAR  I  8  2013 

STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional 
amendment  to  Article  IX  (2014-024) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Marc  Ellinger  on  March  15,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferson  City,  Missouri  •  6Sl()2 
www.sos.mo.gov 


County 
Page  _ 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  1  have 

personally  signed  this  petition;  1  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  citj'  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  con'ectly  written  after  my 
name. 


5  '-^ 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  
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I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONOR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

1 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant  Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this   day  of  ,  A.D.  20 1_. 


Signature  of  Notary  Address  of  Notary 

Notary  Public  (Seal)  My  commission  expires  _ 


\ 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  IX  is  amended  by  adopting  six  new  sections  to  be  known  as  Article  IX,  Sections  3(d), 
3(e),  3(f),  3(g),  3(h),  and  3(i),  to  read  as  follows: 

Section  3(d).  All  certificated  staff  shall  be  at  will  employees  unless  a  contract  is  entered 
into  between  a  school  district  and  certificated  staff  (H  prior  to  the  effective  date  of  this  section; 
or  (21  pursuant  to  the  provisions  of  section  3(e).  3(0,  and  3(h)  of  this  article.  "Certificated  staff" 
as  used  in  this  article,  shall  mean  employees  of  a  school  district  who  hold  a  valid  certificate  to 
teach  in  the  State  of  Missouri. 

Section  3(e).  No  school  district  receiving  any  state  fiinding  or  local  tax  revenue  fiinding 
shall  enter  into  new  contracts  having  a  term  or  duration  in  excess  of  tluee  years  with  certificated 
staff. 


Section  3(f).  Effective  beginning  .luly  1,  2015.  and  notwithstanding  any  provisions  of  this 
constitution,  any  school  district  receiving  any  state  funding  or  local  tax  revenue  shall  develop 
and  implement  a  standards  based  performance  evaluation  system  approved  by  the  Missouri 
Department  of  Elementary  and  Secondary  Education.  The  majority  of  such  evaluation  system 
shall  be  based  upon  quantifiable  student  performance  data  as  measured  by  objective  criteria  and 
such  evaluation  system  shall  be  used  in  (1)  retaining,  promoting,  demoting,  dismissing, 
removing,  discharging  and  setting  compensation  for  certificated  staff:  (2)  modifying  or 
terminating  any  contracts  wnth  certificated  staff:  and  (3)  placing  on  leave  of  absence  any 
certificated  staff  because  of  a  decrease  in  pupil  enrollment,  school  district  reorganization  or  the 
financial  condition  of  the  school  district- 
Section  3(g.).  Nothing  in  section  3(f)  shall  prevent  a  school  district  from  demoting, 
removing,  discharging,  or  terminating  a  contract  with  certificated  staff  for  one  or  more  of  the 
following  causes:  (1)  physical  or  mental  condition  unfitting  him  to  instmct  or  associate  with 
children:  (2)  immoral  conduct:  (3)  incompetency,  inefficiency  or  insubordination  in  line  of  duty; 
(4)  willful  or  persistent  violation  of.  or  failure  to  obey,  state  laws  or  regulations:  (5)  excessive  or 
unreasonable  absence  from  performance  of  duties;  or  (6)  conviction  of  a  felony  or  a  crime 
involving  moral  turpitude. 

Section  3(h).  In  any  suit  to  challenge  a  school  district's  decision  regarding  retention, 
promotion,  demotion,  dismissal,  removal,  discharge,  modification  or  termination  of  contracts,  or 
setting  compensation  of  certificated  staff  except  for  decisions  made  for  any  of  the  causes  listed 
in  Section  3(g)  of  this  Article,  the  person  bringing  such  suit  must  establish  that  the  school  district 
jailed  to  properly  utilize  the  standards  based  performance  evaluation  system  as  referenced  in 
Section  3(f)  of  this  Article- 
Section  3(i).  Certificated  staff  shall  retain  the  right  to  organize  and  to  bargain 
collectively  as  provided  in  article  1.  section  29  of  this  Constitution,  except  with  respect  to  the 
design  and  implementation  of  the  performance  based  evaluation  system  established  in  this 
article,  and  as  otherwise  referenced  in  this  article. 


Jason  Kander 


o 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


April  1,2013 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


RECEIVED 

APR  0  I  2013 


STATE  AUDITORS  OFFICE 


Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Mark  Reading  regarding  a  proposed  constitutional 
amendment  to  Article  I,  Version  3  (2014-026) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Mark  Reading  on  March  29,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PC  Box  1767  •  JEFFERSON  CiTY,  MISSOURI  •  65102 
www.sos.mo.gov 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021.  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  M  issouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November,  2014,  and  each  for 
himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  after  my  name. 
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CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

Date 
.Signed 

REGISTIiRED  VOTING  ADDRi:.S.S 
(.Street,  No  PO  Boxes)       (City,  lown  or  Village) 

Zip 
Code 

Cong. 
Disl. 

NAME 
(Printed  or  Typed) 

1. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Sub.scribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 
One  new  section  in  Article  I  to  be  known  as  Section  35  is  enacted  as  follows: 
Section  35 

1 .  This  section  shall  be  known  as  the  ''Voters'  Right  to  Determine  and  Approve  Local  Tobacco 
Taxes  Initiative." 

2.  Notwithstanding  section  1  of  article  X  or  any  other  law  to  the  contrary,  local  voters  shall  have 
the  right  to  determine  and  approve  local  tobacco  taxes  in  cities  and  counties. 

3.  Any  local  tobacco  tax  approved  by  local  voters  under  this  initiative  shall  be  used  solely  for 
local  health  care,  local  public  education  or  local  job  creation. 

4.  As  used  in  this  initiative,  the  following  terms  have  the  following  meanings: 

(1)  "Local  voters"  shall  not  mean  the  General  Assembly  nor  the  local  governing  body  in  a  city  or 
county,  but  shall  only  mean  a  majority  of  the  qualified  voters  casting  ballots  in  an  election  in  a 
city  or  county  on  a  local  tobacco  tax  measure,  whether  submitted  to  local  voters  by  the  local 
governing  body  or  by  initiative  petition. 

(2)  "Right  to  determine  and  approve  local  tobacco  taxes"  means  the  right,  power  and  authority  to 
determine,  approve,  set,  control,  impose,  establish,  levy,  collect,  fix,  reduce,  eliminate  or  change 
the  rate,  base  or  dedicated  use  of  a  city  or  county  excise  tax  on  cigarettes  or  tobacco  products,  or 
other  tax  on  cigarettes  or  tobacco  products,  or  on  the  selling  of  cigarettes  or  tobacco  products. 

5.  All  existing  local  tobacco  taxes  in  place  on  the  effective  date  of  this  initiative  shall  remain  in 
effect  provided,  however,  that  the  rate,  base  or  dedicated  use  of  such  local  tobacco  taxes  may 
only  be  modified  with  the  approval  of  local  voters. 

6.  The  provisions  of  this  initiative  are  self-executing.  Governing  bodies  in  cities  and  counties  are 
authorized,  but  not  mandated,  to  submit  measures  to  local  voters  to  determine  and  approve  local 
tobacco  taxes  at  authorized  elections  occurring  after  the  date  this  initiative  is  approved  by  voters. 
In  addition,  the  people  are  authorized,  but  not  mandated,  to  submit  measures  to  local  voters  by 
initiative  petition  to  determine  and  approve  local  tobacco  taxes  at  authorized  elections  occurring 
after  the  date  this  initiative  is  approved  by  voters.  The  people  may  submit  measures  under  local 
initiative  petition  procedures  where  otherwise  available  or,  under  this  subsection,  by  submitting 
to  the  appropriate  local  election  authority  a  petition  signed  by  five  percent  of  the  qualified  voters 
of  the  city  or  county  as  measured  by  the  total  number  of  votes  cast  for  governor  in  such  city  or 
county  at  the  last  general  gubernatorial  election  prior  to  the  filing  of  the  petition.  For  purposes  of 
this  subsection,  "authorized  election"  means,  for  counties,  including  those  recognized  under 
Article  Vl,  Section  31,  any  election  day  after  January  1,  2015  and,  for  cities,  any  election  day 
after  July  1 ,  201 5.  However,  where  the  people  submit  a  measure  to  determine  and  approve  local 
tobacco  taxes  through  initiative  petition  under  this  subsection,  the  authoriixd  election  shall  be,  in 
the  case  of  a  county,  including  those  recognized  under  Article  VI,  Section  31,  the  earliest 
election  day,  whether  a  general,  primary,  general  municipal,  or  other  established  election  day, 
after  signatures  are  submitted  that  is  after  January  1 ,  201 5,  and  in  the  case  of  a  city,  the  earliest 
election  day,  whether  a  general,  primary,  general  municipal,  or  other  established  election  day, 
after  signatures  are  submitted  that  is  after  July  1 ,  201 5. 

7.  All  of  the  provisions  of  this  initiative  are  severable.  IF  any  provision  of  this  initiative  is 
Found  by  a  court  of  competent  jurisdiction  to  be  unconstitutional  or  unconstitutionally  enacted, 
the  remaining  provisions  shall  be  and  remain  valid. 


W-ceO 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


April  23,2013 


RECfclVED 

APR  2  3  20^3 

TATE  AUD/TORS  OFFICE 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Jewell  Patek  regarding  a  proposed  constitutional 
amendment  to  Article  III,  Version  2  (2014-030) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Jewell  Patek  on  April  22,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferson  City,  Missouri  •65102 
www.sos.mo.gov 


County  _ 
Page  No. 


It  is  »  class  A  misdemeanor  punishable,  not»ithstanJiug  llie  prutisiuns  of  section  560.021,  RS\io,  to  (be  contrar>,  for  a  term  of  imprisonment  not  to  exceed  one  year  in 
the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  siyn  any  initiative  petition  with  any  name  other  than  his  nr  her  on  n,  or  knowingly  to 
sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  n  bcn  such  person  knows  he  or  she  is  not  a  registered  voter. 


IMTIATI\  E  PETITION 

To  the  Honorable  Jason  Kander.  Secretary  ofSlalc  fur  the  stale  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that  the  following 

proposed  amendment  to  the  constitution  shall  be  submitted  to  the  v  oters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on 
the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I  am  a  registered  voter  of  the  st&Bof  Missouri  and 
 Tounty  (or  city  of  St.  Louis),  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  j 


after  mv  name. 


|OFFICL\L  BALLOT  TITLE  TO  BE  PLACED  HERE] 


CIRCl  LATOR'S  AFFIDAMT 


STATE  OF  MISSOl'RI,  COl'NTY  OF . 

L  


liv  e  are  correctly  w  ritten 


,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


ro 
ro 


5 

CO 


02 

rn 


Name  (signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (Cit\',  Town  or  Village) 

ZIP 
CODE 

CON. 
DIST. 

NAME  (Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I  believe  that  each  has  stated  his  or  her  name,  registered 
voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  County  . 


Subscribed  and  sworn  to  before  me  this 


dav  of 


,  A.D. 


Signature  of  Affiant 
(person  obtaining  signatures) 


Signature  of  Notary 


Notary  Public  (Seal) 


Address  of  Notarv 


.Address  of  Affiant 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

By  amending  Section  44  of  Article  III  of  the  Constitution  of  Missouri  to  read  as  follows: 

Section  44.  1^  It  is  the  intent  of  the  people  of  Missouri  to  prevent  lenders,  such  as  those  who  make  what  are  commonly  known 
as  payday  loans,  car  title  loans,  and  installment  loans,  from  charging  excessive  fees  and  interest  rates  that  can  lead  families  into  a 
cycle  of  debt,  w  hile  also  bolstering  state  oversight  of  lenders  and  preserving  Missouri  families'  access  to  affordable  credit.  The 
people  of  Missouri  aim  to  accomplish  this  intent  by: 

(1)  Reducing  the  annual  percentage  rate  for  payday,  title,  installment,  and  other  high  cost  consumer  credit  and  small 
loans  from  an  average  of  over  four  hundred  fifty  percent,  as  calculated  in  the  2013  biannual  report  of  the  division 
of  finance,  and  from  a  maximum  allowable  rate  of  approximately  one  thousand  nine  hundred  fifty  percent  per  year, 
to  a  maximum  of  four  hundred  percent  per  year; 

(2)  Increasing  license  fees  paid  by  payday  and  other  lenders  to  generate  more  money  for  the  division  of  finance  to 
oversee  them  and  protect  borrowers:  and 

(3)  Preserving  fair  lending  by  prohibiting  lenders  from  structuring  other  transactions  to  avoid  the  rate  limit  th rough 
subterfuge. 

2.  Lenders  may  contract  for  and  receive  interest  on  loans  at  rates  agreed  to  by  the  parties  prov ided  that  the  interest,  fees, 

and  finance  charges  on  a  loan  shall  not  exceed  an  annual  percentage  rate  of  four  hundred  percent. 

3^  The  division  of  finance  or  such  other  successor  agency  as  may  be  provided  by  law  is  hereby  authorized  to  collect  from 

lenders  a  license  fee  of  no  less  than  $400  per  annum  per  location,  which  amount  may  be  increased  by  law  and  which  shall  be 
collected  as  provided  by  law. 

A.  A  lender  shall  not  engage  in  any  device  or  subterfuge  intended  to  evade  the  requirements  of  this  section  through  any 

method,  including: 

(1)  offering,  making,  assisting  a  borrower  to  obtain,  or  brokering  a  loan  at  an  annual  percentage  rate  prohibited  by  this 
section,  making  loans  disguised  as  personal  property  sales  and  leaseback  transactions,  or  disguising  loan  proceeds  as 
cash  rebates  for  the  pretextual  installment  sale  of  goods  or  services; 

(2)  making,  assisting  a  borrower  to  obtain,  or  brokering  an  offer  of  credit,  or  in  whole  or  in  part,  from  a  third  party,  or 
acting  as  an  agent  for  a  third  party,  regardless  of  whether  the  third  party  is  exempt  from  licensing  under  this  article 
or  whether  approval,  acceptance,  or  ratification  by  the  third  party  is  necessary  to  create  a  legal  obligation  for  the 
third  party ;  or 

(3)  charging  any  application  fee  for  the  provision  of  credit  or  any  fee  for  participation  in  a  credit  plan,  if  such  a  fee  is 
authorized  under  any  applicable  section  of  Missouri  law,  without  including  the  fees  in  the  calculation  of  the  annual 
percentage  rate  of  the  credit  in  accordance  with  the  allowable  rate  set  forth  in  this  section. 

5^  For  purposes  of  this  section  44,  a  "lender"  consists  of  the  follow  ing  ty  pes  of  persons  or  businesses  as  recognized  in  the 

2012  Supplement  to  the  Revised  Missouri  Statutes  or  any  amendments  thereto:  a  person  in  the  business  of  making  consumer 
credit  loans;  a  title  lender;  a  consumer  installment  lender:  or  a  person  in  the  business  of  making  unsecured  loans  of  five  hundred 
dollars  or  less  for  a  period  of  between  fourteen  and  thirty-one  days,  commonly  called  payday  loans. 

6.  No  law  shall  be  valid  fixing  rates  of  interest  or  return  for  the  loan  or  use  of  money,  or  the  service  or  other  charges  made  or 
imposed  in  connection  therewith,  for  any  particular  group  or  class  engaged  in  lending  money.  The  rates  of  interest  fi.xed  by  law 
shall  be  applicable  generally  and  to  all  lenders  without  regard  to  the  type  or  classification  of  their  business. 


'■'i 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secrktary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


May  6,  2013 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


Jefferson  City.  MO  65101 


RE:     Petition  approval  request  from  Todd  Jones  regarding  a  proposed  constitutional 
amendment  related  to  Article  Vlll  (2014-032) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Todd  Jones  on  May  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1 767  •  Jefferson  City,  Missouri  •  65 1 02 
www.sos.mo.gov 


O'^^  Page  No.  

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the 
contrary,  for  a  term  of  iinprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten 
thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or 
to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INITIATIVE  PETITION 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  Count>'  (or  city  of  St. 

Louis),  respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to 
the  voters  of  the  slate  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I 

am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written 
after  my  name.  is> 

'at      «  o 

CO 

CIRCULATOR'S  AFFIDAVIT  0» 
STATE  OF  MISSOURI.  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signa(urc) 

DATE 
SIGNED 

REGISTERED  VOTING 
ADDRESS 
(Street)  (City.  Town  or  Village) 

ZIP 

CODE 

CONG. 
DISTR. 

NAME 
(Printed  or  Typed) 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my 
presence,  I  believe  that  each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village 
correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  AfTiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  . 


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary 


Missouri  Constitution  Article  VIII 

BE  IT  RESOLVED  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

One  new  section  is  adopted  by  adding  one  new  section  to  be  known  as  section  23  of  Article  VTII 
to  read  as  follows: 

Section  23.  1.  This  section  shall  be  known  as  the  "Missouri  Campaian  Contribution  Reform 
initiative." 

2.  The  people  of  the  State  of  Missouri  hereby  find  and  declare  that  excessive  campaign 
contributions  to  political  candidates  create  the  potential  for  corruption  and  the  appearance  of 
corruption;  that  large  campaign  contributions  made  to  influence  election  outcomes  allow  wealthy 
individuals,  corporations  and  special  interest  groups  to  exercise  a  disproportionate  level  of 
influence  over  the  political  process;  that  the  rising  costs  of  campaigning  for  political  office 
prevent  qualified  citizens  from  running  for  political  office;  that  political  contributions  from 
corporations  and  labor  organizations  are  not  necessarily  an  indication  of  popular  support  for  the 
corporation's  or  labor  organization's  political  ideas  and  can  unfairly  influence  the  outcome  of 
Missouri  elections;  and  that  the  interests  of  the  public  are  best  served  by  limiting  campaign 
contributions,  providing  for  full  and  timely  disclosure  of  campaign  contributions,  and  strong 
enforcement  of  campaign  finance  requirements. 

3.  (1)  Except  as  provided  in  subdivisions  (2),  (3)  and  (4)  of  this  subsection,  the  amount  of 
contributions  made  by  or  accepted  from  any  person  other  than  the  candidate  in  any  one  election 
shall  not  exceed  the  following: 

(a)  To  elect  an  individual  to  the  office  of  governor,  lieutenant  governor,  secretary  of  state,  state 
treasurer,  state  auditor,  attorney  general,  office  of  state  senator,  office  of  state  representative  or 
any  other  state  or  judicial  office,  two  thousand  six  hundred  dollars. 

(2)  (a)  No  political  party  shall  accept  aggregate  contributions  from  any  person  that  exceed 
twenty-five  thousand  dollars  per  election  at  the  state,  county,  municipal,  district,  ward,  and 
township  level  combined. 

(b)  No  political  party  shall  accept  aggregate  contributions  from  any  committee  that  exceed 
twenty-five  thou.sand  dollars  per  election  at  the  state,  county,  municipal,  district,  ward,  and 
township  level  combined. 

(3)  (a)  It  shall  be  unlawful  for  a  corporation  or  labor  organization  to  make  contributions  to  a 
campaign  committee,  candidate  committee,  exploratory  committee,  political  party  committee  or 
a  political  party;  except  that  a  corporation  or  labor  organization  may  establish  a  continuing 
committee  which  may  accept  contributions  or  dues  from  members,  officers,  directors,  employees 
or  security  holders. 

(b)  The  prohibition  contained  in  subdivision  (a)  of  this  subsection  shall  not  apply  to  a 
corporation  that: 

(i)  Is  formed  for  the  purpose  of  promoting  political  ideas  and  cannot  engage  in  business 
activities;  and 

(ii)  Has  no  security  holders  or  other  persons  with  a  claim  on  its  assets  or  income;  and 

(iii)  Was  not  established  by  and  does  not  accept  contributions  from  business  corporations  or 
labor  organizations. 

(4)  No  candidate's  candidate  committee  shall  accept  contributions  from,  or  make  contributions 
to,  another  candidate  committee,  including  any  candidate  committee,  or  equivalent  entity, 
established  under  federal  law. 

(5)  Notwithstanding  any  other  subdivision  of  this  subsection  to  the  contrary,  a  candidate's 
candidate  committee  may  receive  a  loan  from  a  financial  institution  organized  under  state  or 
federal  law  if  the  loan  bears  the  usual  and  customary  interest  rate,  is  made  on  a  basis  that  assures 
repayments,  is  evidenced  by  a  written  instrument,  and  is  subject  to  a  due  date  or  amortization 
schedule.  The  contribution  limits  described  in  this  subsection  shall  not  apply  to  a  loan  as 
described  in  this  subdivision. 

(6)  No  campaign  committee,  candidate  committee,  continuing  committee,  exploratory 
committee,  political  party  committee,  and  political  party  shall  accept  a  contribution  in  cash 
exceeding  one  hundred  dollars  per  election. 


(7)  No  contribution  shall  be  made  or  accepted,  directly  or  indirectly,  in  a  fictitious  name,  in  the 
name  of  another  person,  or  by  or  through  another  person  in  such  a  manner  as  to  conceal  the 
identity  of  the  actual  source  of  the  contribution  or  the  actual  recipient.  Any  person  who  receives 
contributions  for  a  committee  shall  disclose  to  that  committee's  treasurer,  deputy  treasurer  or 
candidate  the  recipient's  own  name  and  address  and  the  name  and  address  of  the  actual  source  of 
each  contribution  such  person  has  receiyed  for  that  committee. 

(8)  No  anonymous  contribution  of  more  than  twenty-five  dollars  shall  be  made  by  any  person, 
and  no  anonymous  contribution  of  more  than  twenty-five  dollars  shall  be  accepted  by  any 
candidate  or  committee.  If  any  anonymous  contribution  of  more  than  twenty-five  dollars  is 
received,  it  shall  be  returned  immediately  to  the  contributor,  if  the  contributor's  identity  can  be 
ascertained,  and  if  the  contributor's  identity  cannot  be  ascertained,  the  candidate,  committee 
treasurer  or  deputy  treasurer  shall  immediately  transmit  that  portion  of  the  contribution  which 
exceeds  twenty-five  dollars  to  the  state  treasurer  and  it  shall  escheat  to  the  state. 

(9)  The  maximum  aaureaate  amount  of  anonymous  contributions  which  shall  be  accepted  per 
election  by  any  committee  shall  be  the  greater  of  five  hundred  dollars  or  one  percent  of  the 
aggregate  amount  of  all  contributions  received  by  that  committee  in  the  same  election.  If  any 
anonymous  contribution  is  received  which  causes  the  aggregate  total  of  anonymous  contributions 
to  exceed  the  foregoing  limitation,  it  shall  be  returned  immediately  to  the  contributor,  if  the 
contributor's  identity  can  be  ascertained,  and,  if  the  contributor's  identity  cannot  be  ascertained, 
the  committee  treasurer,  deputy  treasurer  or  candidate  shall  immediately  transmit  the  anonymous 
contribution  to  the  state  treasurer  to  escheat  to  the  state. 

(10)  Notwithstanding  the  provisions  of  subdivision  (9)  of  this  subsection,  contributions  from 
individuals  whose  names  and  addresses  cannot  be  ascertained  which  are  received  fi"om  a  fund- 
raising  activity  or  event,  such  as  defined  in  section  130.01 1,  RSMo,  as  amended  from  time  to 
time,  shall  not  be  deemed  anonymous  contributions,  provided  the  following  conditions  are  met: 

(a)  There  are  twenty-five  or  more  contributing  participants  in  the  activity  or  event; 

(b)  The  candidate,  committee  treasurer,  deputy  treasurer  or  the  person  responsible  for  conducting 
the  activity  or  event  makes  an  announcement  that  it  is  illegal  for  anyone  to  make  or  receive  a 
contribution  in  excess  of  one  hundred  dollars  unless  the  contribution  is  accompanied  by  the  name 
and  address  of  the  contributor; 

(c)  The  person  responsible  for  conducting  the  activity  or  event  does  not  knowingly  accept 
payment  from  any  single  person  of  more  than  one  hundred  dollars  unless  the  name  and  address 
of  the  person  making  such  payment  is  obtained  and  recorded  pursuant  to  the  record-keeping 
requirements  of  section  130.036,  RSMo.  as  amended  from  time  to  time; 

(d)  A  statement  describing  the  event  shall  be  prepared  by  the  candidate  or  the  treasurer  of  the 
committee  for  whom  the  funds  were  raised  or  by  the  person  responsible  for  conducting  the 
activity  or  event  and  attached  to  the  disclosure  report  of  contributions  and  expenditures  required 
by  section  130.041,  RSMo,  as  amended  from  time  to  time.  The  following  information  to  be  listed 
in  the  statement  is  in  addition  to,  not  in  lieu  of,  the  requirements  elsewhere  in  this  chapter 
relating  to  the  recording  and  reporting  of  contributions  and  expenditures: 

(i)  The  name  and  mailing  address  of  the  person  or  persons  responsible  for  conducting  the  event 
or  activity  and  the  name  and  address  of  the  candidate  or  committee  for  whom  the  funds  were 
raised: 

(11)  The  date  on  which  the  event  occurred: 

(iii)  The  name  and  address  of  the  location  where  the  event  occurred  and  the  approximate  number 
of  participants  in  the  event: 

fiv)  A  brief  description  of  the  type  of  event  and  the  fund-raising  methods  used: 

(v)  The  gross  receipts  from  the  event  and  a  listing  of  the  expenditures  incident  to  the  event: 

(vi)  The  total  dollar  amount  of  contributions  received  from  the  event  from  participants  whose 
names  and  addresses  were  not  obtained  with  such  contributions  and  an  explanation  of  why  it  was 
not  possible  to  obtain  the  names  and  addresses  of  such  participants; 

(vii)  The  total  dollar  amount  of  contributions  received  from  contributing  participants  in  the  event 
who  are  identified  by  name  and  address  in  the  records  required  to  be  maintained  pursuant  to 
section  1 30.036,  RSMo,  as  amended  from  time  to  time. 


(1 1)  No  candidate  or  committee  in  this  state  shall  accept  contributions  from  any  out-of-state  \  / 
committee  unless  the  out-of-state  committee  from  whom  the  contributions  are  received  has  filed  1 

a  statement  of  organization  pursuant  to  section  130.021.  RSMo.  as  amended  from  time  to  time, 
or  has  filed  the  reports  required  by  sections  130.049  and  130.050.  RSMo.  as  amended  from  time 
to  time,  whichever  is  applicable  to  that  committee. 

(12)  Political  action  committees  shall  only  receive  contributions  from  individuals:  unions: 
federal  political  action  committees:  and  corporations,  associations,  and  partnerships  formed 
under  chapters  347  to  360.  RSMo.  as  amended  from  time  to  time,  and  shall  be  prohibited  from 
receiving  contributions  from  other  political  action  committees,  candidate  committees,  political 
party  committees,  campaign  committees,  exploratory  committees,  or  debt  service  committees. 
However,  candidate  committees,  political  party  committees,  campaign  committees,  exploratory 
committees,  and  debt  service  committees  shall  be  allowed  to  return  contributions  to  a  donor 
political  action  committee  that  is  the  origin  of  the  contribution. 

(13)  The  prohibited  committee  transfers  described  in  subdivision  ( 12)  of  this  subsection  shall  not 
apply  to  the  following  committees: 

(a)  The  state  house  committee  per  political  party  designated  by  the  respective  majority  or 
minority  floor  leader  of  the  house  of  representatives  or  the  chair  of  the  state  party  if  the  party 
does  not  have  majority  or  minority  party  status: 

(b)  The  state  senate  committee  per  political  party  designated  by  the  respective  majority  or 
minority  floor  leader  of  the  senate  or  the  chair  of  the  state  party  if  the  party  does  not  have 
majority  or  minority  party  status. 

(14)  No  person  shall  transfer  anything  of  value  to  any  committee  with  the  intent  to  conceal,  from 
the  Missouri  ethics  commission,  the  identity  of  the  actual  source.  Any  violation  of  this 
subdivision  shall  be  punishable  as  follows: 

(a)  For  the  first  violation,  the  Missouri  ethics  commission  shall  notify  such  person  that  the 
transfer  to  the  committee  is  prohibited  under  this  section  within  five  days  of  determining  that  the 
transfer  is  prohibited,  and  that  such  person  shall  notify  the  committee  to  which  the  funds  were 
transferred  that  the  funds  must  be  returned  within  ten  days  of  such  notification: 

(b)  For  the  second  violation,  the  person  transferring  the  funds  shall  be  guilty  of  a  class  C 
misdemeanor: 

(c)  For  the  third  and  subsequent  violations,  the  person  transferring  the  funds  shall  be  guilty  of  a 
class  D  felony. 

( 1 5)  No  person  shall  make  a  contribution  to  a  campaign  committee,  candidate  committee, 
continuing  committee,  exploratory  committee,  political  party  committee,  and  political  party  with 
the  expectation  that  some  or  all  of  the  amounts  of  such  contribution  will  be  reimbursed  by 
another  person.  No  person  shall  be  reimbursed  for  a  contribution  made  to  any  campaign 
committee,  candidate  committee,  continuing  committee,  exploratory  committee,  political  party 
committee,  and  political  party,  nor  shall  any  person  make  such  reimbursement  expect  as 
provided  in  subdivision  (5)  of  this  subsection. 

(16)  No  campaign  committee,  candidate  committee,  continuing  committee,  exploratory 
committee,  political  party  committee,  and  political  party  shall  knowingly  accept  contributions 
from: 

(a)  Any  natural  person  who  is  not  a  citizen  of  the  United  States: 

(b)  A  foreign  government:  or 

(c)  Any  foreign  corporation  that  does  not  have  the  authority  to  transact  business  in  this  state 
pursuant  to  Chapter  347,  RSMo,  as  amended  from  time  to  time. 

( 1 7)  Contributions  from  persons  under  fourteen  years  of  age  shall  be  considered  made  by  the 
parents  or  guardians  of  such  p)erson  and  shall  be  attributed  toward  any  contribution  limits 
prescribed  in  this  chapter.  Where  the  contributor  under  fourteen  years  of  age  has  two  custodial 
parents  or  guardians,  fifty  percent  of  the  contribution  shall  be  attributed  to  each  parent  or 
guardian,  and  where  such  contributor  has  one  custodial  parent  or  guardian,  all  such  contributors 
shall  be  attributed  to  the  custodial  parent  or  guardian. 

(18)  Each  limit  on  contributions  described  in  subdivisons  (1),  (2)(a).  and  (2)(b)  of  this  subsection 
shall  be  adjusted  by  an  amount  based  upon  the  average  of  the  percentage  change  over  a  four  year 


period  in  the  United  States  Bureau  of  Labor  Statistics  Consumer  Price  Index  for  Kansas  City,  all 
items,  all  consumers,  or  its  successor  index,  rounded  to  the  nearest  lowest  twenty-five  dollars 
and  the  percentage  chanue  over  a  four  year  period  in  the  United  States  Bureau  of  Labor  Statistics 
Consumer  Price  Index  for  St.  Louis,  all  items,  all  consumers,  or  its  successor  index,  rounded  to 
the  nearest  lowest  twenty-five  dollars.  The  first  adjustment  shall  be  done  in  the  first  quarter  of 
201 7,  and  then  every  four  years  thereafter.  Tlie  secretary  of  state  shall  calculate  such  an 
adjustment  in  each  limit  and  specify  the  limits  in  rules  promulgated  in  accordance  with  Chapter 
536.  RSMo,  as  amended  from  time  to  time. 

4.  ( 1 )  Notwithstanding  the  provisions  of  subsection  3  of  section  105.957.  RSMo.  as  amended 
from  time  to  time,  any  natural  person  may  file  a  complaint  with  the  Missouri  ethics  commission 
alleging  a  violation  of  the  provisions  of  section  3  of  this  Article  by  any  candidate  for  elective 
office,  within  sixty  days  prior  to  the  primary  election  at  which  such  candidate  is  running  for 
office,  until  after  the  general  election.  Any  such  complaint  shall  be  in  writing,  shall  state  all  facts 
known  by  the  complainant  which  have  given  rise  to  the  complaint,  and  shall  be  sworn  to.  under 
penalty  of  perjury,  by  the  complainant. 

(2)  Within  the  first  business  day  after  receipt  of  a  complaint  pursuant  to  this  section,  the 
executive  director  shall  supply  a  copy  of  the  complaint  to  the  person  or  entity  named  in  the 
complaint.  The  executive  director  of  the  Missouri  ethics  commission  shall  notify  the  complainant 
and  the  person  or  entity  named  in  the  complaint  of  the  date  and  time  at  which  the  commission 
shall  audit  and  investigate  the  allegations  contained  in  the  complaint  pursuant  to  subdivision  (3) 
of  this  subsection. 

(3)  Within  fifteen  business  days  of  receipt  of  a  complaint  pursuant  to  this  section,  the 
commission  shall  audit  and  investigate  the  allegations  contained  in  the  complaint  and  shall 
detennine  by  a  vote  of  at  least  four  members  of  the  commission  that  there  are  reasonable  grounds 
to  believe  that  a  violation  of  law  has  occurred  within  the  jurisdiction  of  the  commission.  The 
respondent  may  reply  in  writing  or  in  person  to  the  allegations  contained  in  the  complaint  and 
may  state  justifications  to  dismiss  the  complaint.  The  complainant  may  also  present  evidence  in 
support  of  the  allegations  contained  in  the  complaint,  but  such  evidence  shall  be  limited  in  scope 
to  the  allegations  contained  in  the  original  complaint,  and  such  complaint  may  not  be 
supplemented  or  otherwise  enlarged  in  scope. 

(4)  If  after  audit  and  investigation  of  the  complaint  and  upon  a  vote  of  at  least  four  members  of 
the  commission,  the  commission  determines  that  there  are  reasonable  grounds  to  believe  that  a 
violation  of  law  has  occuired  within  the  jurisdiction  of  the  commission,  the  commission  shall 
proceed  with  such  complaint  as  provided  by  sections  105.957  to  105.963,  RSMo.  as  amended 
from  time  to  time.  If  the  commission  does  not  determine  that  there  are  reasonable  grounds  to 
believe  that  such  a  violation  of  law  has  occurred,  the  complaint  shall  be  dismissed.  If  a  complaint 
is  dismissed,  the  fact  that  such  complaint  was  dismissed,  with  a  statement  of  the  nature  of  the 
complaint,  shall  be  made  public  within  twenty-four  hours  of  the  commission's  action. 

(5)  Any  complaint  made  pursuant  to  this  section,  and  all  proceedings  and  actions  concerning 
such  a  complaint,  shall  be  subiect  to  the  provisions  of  subsection  15  of  section  105.961.  RSMo, 
as  amended  from  time  to  time. 

(6)  No  complaint  shall  be  accepted  by  the  commission  within  fifteen  days  prior  to  the  primary  or 
general  election  at  which  such  candidate  is  running  for  office. 

5.  Any  person  who  knowingly  and  willfully  accepts  or  makes  a  contribution  in  violation  of  any 
provision  of  section  3  of  this  Article  or  who  knowingly  and  willftiUy  conceals  a  contribution  by 
filing  a  false  or  incomplete  report  or  by  not  filing  a  required  report  under  Chapter  130,  RSMo.  as 
amended  from  time  to  fime.  shall  be  held  liable  to  the  state  in  civil  penalties  in  an  amount  of  at 
least  double  and  up  to  five  times  the  amount  of  any  such  contribution. 

6.  (I )  Any  person  who  purposely  violates  the  provisions  of  section  3  of  this  Article  is  guilty  of  a 
class  A  misdemeanor. 

(2)  Notwithstanding  any  other  provision  of  law  which  bars  prosecutions  for  any  offenses  other 
than  a  felony  unless  commenced  within  one  year  after  the  commission  of  the  offense,  any 
offense  under  the  provisions  of  this  section  may  be  prosecuted  if  the  indictment  be  found  or 
prosecution  be  instituted  within  three  years  after  the  commission  of  the  alleged  offense. 

(3)  Any  prohibition  to  the  contrary  notwithstanding,  no  person  shall  be  deprived  of  the  rights, 
guarantees,  protections  or  privileges  accorded  by  sections  130.01 1  to  130.026.  130.031  to 
130.068.  130.072.  and  130.081.  RSMO.  as  amended  from  time  to  time,  by  any  person, 
corporation,  entity  or  political  subdivision. 


7.  As  used  in  this  section,  the  following  terms  have  the  following  meanings: 

( 1 )  "Appropriate  officer"  or  "appropriate  officers",  the  person  or  persons  designated  in  section 
130.026,  or  any  successor  section,  to  receive  certain  required  statements  and  reports: 

(2)  "Candidate",  an  individual  who  seeks  nomination  or  election  to  public  office.  The  term 
"candidate"  includes  an  elected  officeholder  who  is  the  subject  of  a  recall  election,  an  individual 
who  seeks  nomination  by  the  individual's  political  party  for  election  to  public  office,  an 
individual  standing  for  retention  in  an  election  to  an  office  to  which  the  individual  was 
previously  appointed,  an  individual  who  seeks  nomination  or  election  whether  or  not  the  specific 
elective  public  office  to  be  sought  has  been  finally  determined  by  such  individual  at  the  time  the 
individual  meets  the  conditions  described  in  paragraph  (a)  or  (b)  of  this  subdivision,  and  an 
individual  who  is  a  write-in  candidate  as  defined  in  subdivision  (26)  of  this  section.  A  candidate 
shall  be  deemed  to  seek  nomination  or  election  when  the  person  first: 

(a)  Receives  contributions  or  makes  expenditures  or  reserves  space  or  facilities  with  intent  to 
promote  the  person's  candidacy  for  office;  or 

(b)  Knows  or  has  reason  to  know  that  contributions  are  being  received  or  expenditures  are  being 
made  or  space  or  facilities  are  being  reserved  with  the  intent  to  promote  the  person's  candidacy 
for  office:  except  that,  such  individual  shall  not  be  deemed  a  candidate  if  the  person  files  a 
statement  with  the  appropriate  officer  within  five  days  after  learning  of  the  receipt  of 
contributions,  the  making  of  expenditures,  or  the  reservation  of  space  or  facilities  disavowing  the 
candidacy  and  stating  that  the  person  will  not  accept  nomination  or  take  office  if  elected; 
provided  that,  if  the  election  at  which  such  individual  is  supported  as  a  candidate  is  to  take  place 
within  five  days  after  the  person's  learning  of  the  above-specified  activities,  the  individual  shall 
file  the  statement  disavowing  the  candidacy  within  one  day;  or 

(c)  Announces  or  files  a  declaration  of  candidacy  for  office. 

(3)  "Cash",  currency,  coin.  United  States  postage  stamps,  or  any  negotiable  instrument  which  can 
be  transferred  from  one  person  to  another  person  without  the  signature  or  endorsement  of  the 
transferor. 

(4)  "Committee",  a  person  or  any  combination  of  persons,  who  accepts  contributions  or  makes 
expenditures  for  the  primary  or  incidental  purpose  of  influencing  or  attempting  to  influence  the 
action  of  voters  for  or  against  the  nomination  or  election  to  public  office  of  one  or  more 
candidates  or  the  qualification,  passage  or  defeat  of  any  ballot  measure  or  for  the  purpose  of 
paying  a  previously  incurred  campaign  debt  or  obligation  of  a  candidate  or  the  debts  or 
obligations  of  a  committee  or  for  the  purpose  of  contributing  funds  to  another  committee. 

(5)  "Committee",  does  not  include: 

(a)  A  person  or  combination  of  persons,  if  neither  the  aggregate  of  expenditures  made  nor  the 
aggregate  of  contributions  received  during  a  calendar  year  exceeds  five  hundred  dollars  and  if  no 
single  contributor  has  contributed  more  than  two  hundred  fifty  dollars  of  such  aggregate 
contributions; 

(b)  An  individual,  other  than  a  candidate,  who  accepts  no  contributions  and  who  deals  only  with 
the  individual's  own  funds  or  property; 

(c)  A  corporation,  cooperative  association,  partnership,  proprietorship,  or  joint  venture  organized 
or  operated  for  a  primary  or  principal  purpose  other  than  that  of  influencing  or  attempting  to 
influence  the  action  of  voters  for  or  against  the  nomination  or  election  to  public  office  of  one  or 
more  candidates  or  the  qualification,  passage  or  defeat  of  any  ballot  measure,  and  it  accepts  no 
contributions,  and  all  expenditures  it  makes  are  from  its  own  funds  or  property  obtained  in  the 
usual  course  of  business  or  in  any  commercial  or  other  transaction  and  which  are  not 
contributions  as  defined  by  subdivision  (  7)  of  this  section; 

(d)  A  labor  organization  organized  or  operated  for  a  primary  or  principal  purpose  other  than  that 
of  influencing  or  attempting  to  influence  the  action  of  voters  for  or  against  the  nomination  or 
election  to  public  office  of  one  or  more  candidates,  or  the  qualification,  passage,  or  defeat  of  any 
ballot  measure,  and  it  accepts  no  contributions,  and  expenditures  made  by  the  organization  are 
from  its  own  funds  or  property  received  from  membership  dues  or  membership  fees  which  were 
given  or  solicited  for  the  purpose  of  supporting  the  normal  and  usual  activities  and  functions  of 
the  organization  and  which  are  not  contributions  as  defined  by  subdivision  (7)  of  this  section; 

(e)  A  person  who  acts  as  an  authorized  agent  for  a  committee  in  soliciting  or  receiving 
contributions  or  in  making  expenditures  or  incurring  indebtedness  on  behalf  of  the  committee  if 


such  person  renders  to  the  committee  treasurer  or  deputy  treasurer  or  candidate,  if  applicable,  an 
accurate  account  of  each  receipt  or  other  transaction  in  the  detail  required  by  the  treasurer  to 
comply  with  all  record-keeping  and  reporting  requirements;  or 

(f)  Any  department,  agency,  board,  institution  or  other  entity  of  the  state  or  any  of  its 
subdivisions  or  any  officer  or  employee  thereof  acting  in  the  person's  official  capacity. 

(6)  The  term  "committee"  includes,  but  is  not  limited  to,  each  of  the  following  committees: 
campaign  committee,  candidate  committee,  continuing  committee  and  political  party  committee: 

(a)  "Campaign  committee",  a  committee,  other  than  a  candidate  committee,  which  shall  be 
formed  by  an  individual  or  group  of  individuals  to  receive  contributions  or  make  expenditures 
and  whose  sole  purpose  is  to  support  or  oppose  the  qualification  and  passage  of  one  or  more 
particular  ballot  measures  in  an  election  or  the  retention  of  judges  under  the  nonpartisan  court 
plan,  such  committee  shall  be  formed  no  later  than  thirty  days  prior  to  the  election  for  which  the 
committee  receives  contributions  or  makes  expenditures,  and  which  shall  terminate  the  later  of 
either  thirty  days  after  the  general  election  or  upon  the  satisfaction  of  all  committee  debt  after  the 
general  election,  except  that  no  committee  retiring  debt  shall  engage  in  any  other  activities  in 
support  of  a  measure  for  which  the  committee  was  formed; 

(b)  "Candidate  committee",  a  committee  which  shall  be  formed  by  a  candidate  to  receive 
contributions  or  make  expenditures  in  behalf  of  the  person's  candidacy  and  which  shall  continue 
in  existence  for  use  by  an  elected  candidate  or  which  shall  terminate  the  later  of  either  thirty  days 
after  the  general  election  for  a  candidate  who  was  not  elected  or  upon  the  satisfaction  of  all 
committee  debt  after  the  election,  except  that  no  committee  retiring  debt  shall  engage  in  any 
other  activities  in  support  of  the  candidate  for  which  the  committee  was  formed.  Any  candidate 
for  elective  office  shall  have  only  one  candidate  committee  for  the  elective  office  sought,  which 
is  controlled  directly  by  the  candidate  for  the  purpose  of  making  expenditures.  A  candidate 
committee  is  presumed  to  be  under  the  control  and  direction  of  the  candidate  unless  the 
candidate  files  an  affidavit  with  the  appropriate  officer  stating  that  the  committee  is  acting 
without  control  or  direction  on  the  candidate's  part; 

(c)  "Continuing  committee",  a  committee  of  continuing  existence  which  is  not  formed,  controlled 
or  directed  by  a  candidate,  and  is  a  committee  other  than  a  candidate  committee  or  campaign 
committee,  whose  primary  or  incidental  purpose  is  to  receive  contributions  or  make  expenditures 
to  influence  or  attempt  to  influence  the  action  of  voters  whether  or  not  a  particular  candidate  or 
candidates  or  a  particular  ballot  measure  or  measures  to  be  supported  or  opposed  has  been 
detennined  at  the  time  the  committee  is  required  to  file  any  statement  or  report  pursuant  to  the 
provisions  of  this  chapter.  "Continuing  committee"  includes,  but  is  not  limited  to,  any  committee 
organized  or  sponsored  by  a  business  entity,  a  labor  organization,  a  professional  association,  a 
trade  or  business  association,  a  club  or  other  organization  and  whose  primary  purpose  is  to 
solicit,  accept  and  use  contributions  from  the  members,  employees  or  stockholders  of  such  entity 
and  any  individual  or  group  of  individuals  who  accept  and  use  contributions  to  influence  or 
attempt  to  influence  the  action  of  voters.  Such  committee  shall  be  formed  no  later  than  sixty  days 
prior  to  the  election  for  which  the  committee  receives  contributions  or  makes  expenditures;  and 

(d)  "Connected  organization",  any  organization  such  as  a  corporation,  a  labor  organization,  a 
membership  organization,  a  cooperative,  or  trade  or  professional  association  which  expends 
funds  or  provides  services  or  facilities  to  establish,  administer  or  maintain  a  committee  or  to 
solicit  contributions  to  a  committee  from  its  members,  officers,  directors,  employees  or  security 
holders.  An  organization  shall  be  deemed  to  be  the  connected  organization  if  more  than  fifty 
percent  of  the  persons  making  contributions  to  the  committee  during  the  current  calendar  year 
are  members,  officers,  directors,  employees  or  security  holders  of  such  organization  or  their 
spouses. 

(7)  "Contribution",  a  payment,  gift,  loan,  advance,  deposit,  or  donation  of  money  or  anything  of 
value  for  the  purpose  of  supporting  or  opposing  the  nomination  or  election  of  any  candidate  for 
public  office  or  the  qualification,  passage  or  defeat  of  any  ballot  measure,  or  for  the  support  of 
any  committee  supporting  or  opposing  candidates  or  ballot  measures  or  for  paying  debts  or 
obligations  of  any  candidate  or  committee  previously  incurred  for  the  above  purposes.  A 
contribution  of  anything  of  value  shall  be  deemed  to  have  a  money  value  equivalent  to  the  fair 
market  value.  "Contribution"  includes,  but  is  not  limited  to: 

(a)  A  candidate's  own  money  or  property  used  in  support  of  the  person's  candidacy  other  than 
expense  of  the  candidate's  food,  lodging,  travel,  and  payment  of  any  fee  necessary  to  the  filing 
for  public  ofTice; 

(b)  Payment  by  any  person,  other  than  a  candidate  or  committee,  to  compensate  another  person 
for  services  rendered  to  that  candidate  or  committee; 


(c)  Receipts  from  the  sale  of  goods  and  services,  including  the  sale  of  advertisinu  space  in  a 
brochure,  booklet,  program  or  pamphlet  of  a  candidate  or  committee  and  the  sale  of  tickets  or 
political  merchandise: 


(d)  Receipts  from  fund-raising  events  including  testimonial  affairs:  '  * 

(e)  Any  loan,  guarantee  of  a  loan,  cancellation  or  forgiveness  of  a  loan  or  debt  or  other  obligation 
by  a  third  partv.  or  payment  of  a  loan  or  debt  or  other  obligation  by  a  third  party  if  the  loan  or 
debt  or  other  obligation  was  contracted,  used,  or  intended,  in  whole  or  in  part,  for  use  in  an 
election  campaign  or  used  or  intended  for  the  payment  of  such  debts  or  obligations  of  a  candidate 
or  committee  previously  incurred,  or  which  was  made  or  received  by  a  committee: 

(f)  Funds  received  by  a  committee  which  are  transferred  to  such  committee  from  another 
committee  or  other  source,  except  fiinds  received  by  a  candidate  committee  as  a  transfer  of  funds 
from  another  candidate  committee  controlled  by  the  same  candidate  but  such  transfer  shall  be 
included  in  the  disclosure  reports: 

(g)  Facilities,  office  space  or  equipment  supplied  by  any  person  to  a  candidate  or  committee 
without  charge  or  at  reduced  charges,  except  gratuitous  space  for  meeting  purposes  which  is 
made  available  regularly  to  the  public,  including  other  candidates  or  committees,  on  an  equal 
basis  for  similar  purposes  on  the  same  conditions;  and 

(h)  The  direct  or  indirect  payment  by  any  person,  other  than  a  connected  organization,  of  the 
costs  of  establishing,  administering,  or  maintaining  a  committee,  including  legal,  accounting  and 
computer  services,  fund  raising  and  solicitation  of  contributions  for  a  committee. 

(8)  "Contribution"  does  not  include: 

(a)  Ordinary  home  hospitality  or  services  provided  without  compensation  by  individuals 
volunteering  their  time  in  support  of  or  in  opposition  to  a  candidate,  committee  or  ballot 
measure,  nor  the  necessary  and  ordinary  personal  expenses  of  such  volunteers  incidental  to  the 
performance  of  voluntary  activities,  so  long  as  no  compensation  is  directly  or  indirectly  asked  or 
given: 

(b)  An  offer  or  tender  of  a  contribution  which  is  expressly  and  unconditionally  rejected  and 
returned  to  the  donor  within  ten  business  days  after  receipt  or  transmitted  to  the  state  treasurer: 

(c)  Interest  earned  on  deposit  of  committee  funds:  or 

(d)  The  costs  incurred  by  any  connected  organization  listed  pursuant  to  subdivision  (4)  of 
subsection  5  of  section  130.021,  RSMo,  as  amended  from  time  to  time,  for  establishing, 
administering  or  maintaining  a  committee,  or  for  the  solicitation  of  contributions  to  a  committee 
which  solicitation  is  solely  directed  or  related  to  the  members,  officers,  directors,  employees  or 
security  holders  of  the  connected  organization. 

(9)  "County",  any  one  of  the  several  counties  of  this  state  or  the  city  of  St.  Louis. 

(10)  "Disclosure  report",  an  itemized  report  of  receipts,  expenditures  and  incurred  indebtedness 
which  is  prepared  on  forms  approved  by  the  Missouri  ethics  commission  and  fded  at  the  times 
and  places  prescribed. 

(11)  "Election",  any  primary,  general  or  special  election  held  to  nominate  or  elect  an  individual 
to  public  office,  to  retain  or  recall  an  elected  officeholder  or  to  submit  a  ballot  measure  to  the 
voters,  and  any  caucus  or  other  meeting  of  a  political  party  or  a  political  party  committee  at 
which  that  party's  candidate  or  candidates  for  public  office  are  officially  selected.  A  primary 
election  and  the  succeeding  general  election  shall  be  considered  separate  elections. 

(12)  "Expenditure",  a  payment,  advance,  conveyance,  deposit,  donation  or  contribution  of 
money  or  anything  of  value  for  the  purpose  of  supporting  or  opposing  the  nomination  or  election 
of  any  candidate  for  public  office  or  the  qualification  or  passage  of  any  ballot  measure  or  for  the 
support  of  any  committee  which  in  turn  supports  or  opposes  any  candidate  or  ballot  measure  or 
for  the  purpose  of  paying  a  previously  incurred  campaign  debt  or  obligation  of  a  candidate  or  the 
debts  or  obligations  of  a  committee:  a  payment,  or  an  agreement  or  promise  to  pay,  money  or 
anything  of  value,  including  a  candidate's  own  money  or  property,  for  the  purchase  of  goods, 
services,  property,  facilities  or  anything  of  value  for  the  purpose  of  supporting  or  opposing  the 
nomination  or  election  of  any  candidate  for  public  office  or  the  qualification  or  passage  of  any 
ballot  measure  or  for  the  support  of  any  committee  which  in  turn  supports  or  opposes  any 
candidate  or  ballot  measure  or  for  the  purpose  of  paying  a  previously  incurred  campaign  debt  or 
obligation  of  a  candidate  or  the  debts  or  obligations  of  a  committee.  An  expenditure  of  anything 


of  value  shall  be  deemed  to  have  a  money  value  equivalent  to  the  fair  market  value. 
"Expenditure"  hiciudes,  but  is  not  limited  to: 

(a)  Payment  by  anyone  other  than  a  committee  for  services  of  another  person  rendered  to  such 
committee: 

(b)  The  purchase  of  ticitets,  goods,  services  or  political  merchandise  in  connection  with  any 
testimonial  afTair  or  fund-raising  event  of  or  for  candidates  or  committees,  or  the  purchase  of 
advertising  in  a  brochure,  booklet,  program  or  pamphlet  of  a  candidate  or  committee: 

(c)  The  transfer  of  funds  by  one  committee  to  another  committee:  and 

(d)  The  direct  or  indirect  payment  by  any  person,  other  than  a  connected  organization  for  a 
committee,  of  the  costs  of  establishina,  administering  or  maintaining  a  committee,  including 
legal,  accounting  and  computer  services,  fund  raising  and  solicitation  of  contributions  for  a 
committee. 

(13)  "Expenditure"  does  not  include: 

(a)  Any  news  story,  commentary  or  editorial  which  is  broadcast  or  published  by  any 
broadcasting  station,  newspaper,  magazine  or  other  periodical  without  charge  to  the  candidate  or 
to  any  person  supporting  or  opposing  a  candidate  or  ballot  measure: 

(b)  I'he  internal  dissemination  by  any  membership  organization,  proprietorship,  labor 
organization,  corporation,  association  or  other  entity  of  information  advocating  the  election  or 
defeat  of  a  czmdidate  or  candidates  or  the  passage  or  defeat  of  a  ballot  measure  or  measures  to  its 
directors,  officers,  members,  employees  or  security  holders,  provided  that  the  cost  incurred  is 
reported  pursuant  to  subsection  2  of  section  130.051.  RSMo.  as  amended  from  time  to  time: 

(c)  Repayment  of  a  loan,  but  such  repayment  shall  be  indicated  in  required  reports: 

(d)  The  rendering  of  voluntary  personal  services  by  an  individual  of  the  sort  commonly 
performed  by  volunteer  campaign  workers  and  the  payment  by  such  individual  of  the  individual's 
necessary  and  ordinary  personal  expenses  incidental  to  such  volunteer  activity,  provided  no 
compensation  is.  directly  or  indirectly,  asked  or  given: 

(e)  The  costs  incurred  by  any  connected  organization  listed  pursuant  to  subdivision  (4)  of 
subsection  5  of  section  130.021.  RSMo.  as  amended  from  time  to  time,  for  establishing, 
administering  or  maintaining  a  committee,  or  for  the  solicitation  of  contributions  to  a  committee 
which  solicitation  is  solely  directed  or  related  to  the  members,  officers,  directors,  employees  or 
security  holders  of  the  connected  organization:  or 

(f)  The  use  of  a  candidate's  own  money  or  property  for  expense  of  the  candidate's  personal  food, 
lodging,  travel,  and  payment  of  any  fee  necessary  to  the  filing  for  public  office,  if  such  expense 
is  not  reimbursed  to  the  candidate  from  any  source. 

(14)  "Exploratory  committees",  a  committee  which  shall  be  formed  by  an  individual  to  receive 
contributions  and  make  expenditures  on  behalf  of  this  individual  in  determining  whether  or  not 
the  individual  seeks  elective  office.  Such  committee  shall  terminate  no  later  than  December 
thirty-first  of  the  year  prior  to  the  general  election  for  the  possible  office. 

(15)  "Kund-raising  event",  an  event  such  as  a  dinner,  luncheon,  reception,  coffee,  testimonial, 
rally,  auction  or  similar  affair  through  which  contributions  are  solicited  or  received  by  such 
means  as  the  purchase  of  tickets,  payment  of  attendance  fees,  donations  for  prizes  or  through  the 
purchase  of  goods,  services  or  political  merchandise. 

(16)  "In-kind  contribution"  or  "in-kind  expenditure",  a  contribution  or  expenditure  in  a  form 
other  than  money. 

( 1 7)  "LabtK  organization",  any  organization  of  any  kind,  or  any  agency  or  employee 
representation  committee  or  plan,  in  which  employees  participate  and  which  exists  for  the 
purpose,  in  whole  or  in  part,  of  dealing  with  employers  concerning  grievances,  labor  disputes, 
wages,  rates  of  pay,  hours  of  employment,  or  conditions  of  work. 

( 1 8)  "Loan",  a  transfer  of  money,  property  or  anything  of  ascertainable  monetary  value  in 
exchange  for  an  obligation,  conditional  or  not,  to  repay  in  whole  or  in  part  and  which  was 
contracted,  used,  or  intended  for  use  in  an  election  campaign,  or  which  was  made  or  received  by 
a  committee  or  which  was  contracted,  used,  or  intended  to  pay  previously  incurred  campaign 
debts  or  obligations  of  a  candidate  or  the  debts  or  obligations  of  a  committee. 


(19)  "Person",  an  individual,  group  of  individuals,  corporation,  partnership,  committee,  |^ 
proprietorship,  joint  venture,  any  department,  aRcncy,  board,  institution  or  other  entity  of  the 
state  or  any  of  its  political  subdivisions,  union,  labor  organization,  trade  or  professional  or 
business  association,  association,  political  party  or  any  executive  committee  thereof,  or  any  other 
club  or  organization  however  constituted  or  any  officer  or  employee  of  such  entity  acting  in  the 
person's  official  capacity. 

(20)  "Political  action  committee",  a  committee  of  continuing  existence  which  is  not  formed, 
controlled  or  directed  by  a  candidate,  and  is  a  committee  other  than  a  candidate  committee, 
political  party  committee,  campaign  committee,  exploratory  committee,  or  debt  service 
committee,  whose  primary  or  incidental  purpose  is  to  receive  contributions  or  make  expenditures 
to  influence  or  attempt  to  influence  the  action  of  voters  whether  or  not  a  particular  candidate  or 
candidates  or  a  particular  ballot  measure  or  measures  to  be  supported  or  opposed  has  been 
determined  at  the  time  the  committee  is  required  to  file  any  statement  or  report  pursuant  to  the 
provisions  of  this  chapter.  Such  a  committee  includes,  but  is  not  limited  to.  any  committee 
organized  or  sponsored  by  a  business  entity,  a  labor  organization,  a  professional  association,  a 
trade  or  business  association,  a  club  or  other  organization  and  whose  primary  purpose  is  to 
solicit,  accept  and  use  contributions  from  the  members,  employees  or  stockholders  of  such  entity 
and  any  individual  or  group  of  individuals  who  accept  and  use  contributions  to  influence  or 
attempt  to  influence  the  action  of  voters.  Such  committee  shall  be  formed  no  later  than  sixty  days 
prior  to  the  election  for  which  the  committee  receives  contributions  or  makes  expenditures. 

(21 )  "Political  merchandise",  goods  such  as  bumper  stickers,  pins,  hats,  ties,  jewelry,  literature, 
or  other  items  sold  or  distributed  at  a  fund-raising  event  or  to  the  general  public  for  publicity  or 
for  the  purpose  of  raising  funds  to  be  used  in  supporting  or  opposing  a  candidate  for  nomination 
or  election  or  in  supporting  or  opposing  the  qualification,  passage  or  defeat  of  a  ballot  measure. 

(22)  "PoliUcal  party",  a  political  party  which  has  the  right  under  law  to  have  the  names  of  its 
candidates  listed  on  the  ballot  in  a  general  election. 

(23)  "Political  party  committee",  a  state,  district,  county,  city,  or  area  committee  of  a  political 
party,  as  defined  in  section  11 5.603,  RSMo,  as  amended  from  time  to  time,  which  may  be 
organized  as  a  not-for-profit  corporation  under  Missouri  law,  and  which  committee  is  of 
continuing  existence,  and  has  the  primary  or  incidental  purpose  of  receiving  contributions  and 
making  expenditures  to  influence  or  attempt  to  influence  the  action  of  voters  on  behalf  of  the 
political  party. 

(24)  "Public  office"  or  "office",  any  state,  judicial,  county,  municipal,  school  or  other  district, 
ward,  township,  or  other  political  subdivision  ofllce  or  any  political  party  office  which  is  filled 
by  a  vote  of  registered  voters. 

(25)  "Write-in  candidate",  an  individual  whose  name  is  not  printed  on  the  ballot  but  who 
otherwise  meets  the  definition  of  candidate  in  subdivision  (2)  of  this  section. 


8.  The  provisions  of  this  section  are  self-executing.  All  of  the  provisions  of  this  section  are 
severable.  If  any  provision  of  this  section  is  found  by  a  court  of  competent  iurisdiction  to  be 
unconstitutional  or  unconstitufionally  enacted,  the  remaining  provisions  of  this  section  shall  be 
and  remain  valid. 


James  C.  Kirkpa  trick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


May  6,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Todd  Jones  regarding  a  proposed  constitutional 
amendment  related  to  Article  IX  (2014-033) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Todd  Jones  on  May  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summar>'  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summar>'  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 


cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferson  City,  Missouri  •65102 
www.sos.mo.gov 
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It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo.  to  the 
contrary,  for  a  term  of  imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten 
thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or 
to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  regi.stered  voter. 

INITIATIVE  PETITION 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St. 

Louis),  respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submined  to 
the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
4th  day  of  November.  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition.  I 

am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written 
after  my  name. 


It) 

>  §  \ 
m  h 


I 

CO 


rn 


CIRCULATOR'S  AFFIDAVIT 
STATE  OF  MISSOURI,  COUNTY  OF  

I,  .  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATf: 
SIGNED 

REGISTERED  VOTING 
ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CON(i. 
DISIR. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my 
presence,  I  believe  that  each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village 
correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 

Countv. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this 


day  of  _ 


A.D. 


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary 


Missouri  Constitution  Article  VIII 

BE  IT  RESOLVED  by  the  people  of  the  stale  of  Missouri  that  the  Constitution  be  amended: 

Section  8  of  Article  IX  of  the  Constitution  of  Missouri  is  amended  by  repealing  Section  8.  The 
existing  section  8  is  set  forth  hereinafter  with  the  deleted  matter  in  brackets,  [thus]: 

[Section  8.  Neither  the  general  assembly,  nor  any  county,  city,  town,  township,  school  district  or 
other  municipal  corporation,  shall  ever  make  an  appropriation  or  pay  from  any  public  fund 
whatever,  anything  in  aid  of  any  religious  creed,  church  or  sectarian  purpose,  or  to  help  to 
support  or  sustain  any  private  or  public  school,  academy,  seminary,  college,  university,  or  other 
institution  of  learning  controlled  by  any  religious  creed,  church  or  sectarian  denomination 
whatever;  nor  shall  any  grant  or  donation  of  personal  property  or  real  estate  ever  be  made  by  the 
state,  or  any  county,  city,  town,  or  other  municipal  corporation,  for  any  religious  creed,  church, 
or  sectarian  purpose  whatever.] 


Jason  Kander 


jami-s  c.  klrkpatrick 
Statk  Information  Ckntkr 
(S73)7S1  4936 


Secretary  of  State 
State  of  Missouri 


ELKcmoNs  Division 
(573)751-2301 


May  30,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Whitfield  Montgomery  regarding  a  proposed 
constitutional  amendment  related  to  Article  I,  Version  3  (2014-037) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Whitfield  Montgomery  on  May  28,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jkhferson  c:nT,  Missouri  •  65102 


www.sos.nio.gov 


County  _ 
Page  No. 


K  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of  Imprisonment  not  to  exceed  one  year  In 
the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign 
his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  Is  not  a  registered  voter. 


INITIATIVE  PETITION 

I 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri; 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that  the  following 

proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I  am  a  registered  voter  of  the  state  of  Missouri  and 
 County  (or  city  of  St.  Louis),  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my 


(OFFICIAL  BALLOT  TITLE  TO  BE  PLACED  HERE] 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF . 


being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


TO 

m 
o 

CD 
m 


Name  (signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CON. 
DIST. 

O 
—J 

NAME  (Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I  believe  that  each  has  stated  his  or  her  name,  registered 
voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  County. 


Subscribed  and  sworn  to  before  me  this 


_day  of . 


jA.D.. 


Signature  of  Affiant 
(person  obtaining  signatures) 


Signature  of  Notary 


Notary  Public  (Seal) 


Address  of  Notary 


Address  of  Affiant 


My  con«mi$sion  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitutior)  be  amended: 

By  adding  one  new  section  to  Article  I  of  the  Missouri  Constitution,  as  follows: 

Section  36(a)  1.  This  section  shall  be  known  as  the  "Consumer  Borrowers'  Bill  of  Rights." 

2^  No  borrower  shall  be  prosecuted  in  the  criminal  courts  of  the  state  for  failure  to  repay  a  loan  taken 
in  good  faith. 

3^  Any  lender  that  purposely  and  repeatedly  violates  in  this  state  subsections  4,5,6,  or  9,  or  that 
purposely  and  repeatedly  makes  loans  at  more  than  twice  the  rate  permitted  in  subsection  8, 
commits  the  crime  of  "predatory  lending."  A  lender's  first  conviction  shall  be  punishable  by  a  fine 
not  to  exceed  one  thousand  dollars.  Subsequent  convictions  shall  be  punishable  by  a  fine  not  to 
exceed  five  thousand  dollars. 

4^  No  lender  shall  make  threats  of  criminal  prosecution  as  a  result  of  a  borrower's  check  being 
returned  unpaid. 

5.  Any  borrower  shall  have  the  right  to  rescind  at  no  cost  any  loan  agreement  by  returning  the  full 
principal  balance  and  delivering  within  two  business  days  a  written  rescission  to  the  lender  at  the 
place  where  the  loan  was  made,  or  if  the  loan  was  not  made  at  a  physical  location,  by  using  the 
same  means  or  device  through  which  the  loan  was  made.  No  lender  shall  refuse  a  borrower's 
request  that  complies  with  this  subsection. 

6i  Borrowers  shall  have  the  right,  at  no  cost  and  for  any  reason  whatsoever,  to  request  and  receive  an 
extended  payment  plan  by  executing  a  written  amendment  to  the  loan  by  the  close  of  business  the 
day  before  the  loan  is  due.  No  lender  shall  refuse  a  borrower's  request  that  complies  with  this 
subsection. 

7.  All  lenders  shall  display  the  provisions  of  this  section,  and  other  disclosures  that  may  be  provided 
by  law,  in  their  businesses  in  plain  view  of  the  area  where  loans  are  closed  and  in  boldfaced  type 
that  is  at  least  18  points  in  size. 

8^  The  interest,  fees,  and  finance  charges  lenders  may  charge  to  borrowers  who  are  active-duty 
members  of  the  United  States  armed  forces,  active-duty  members  of  the  Missouri  National  Guard, 
or  uniformed  emergency  first-responders  may  not  exceed  an  annual  percentage  rate  of  36%.  The 
interest,  fees,  and  finance  charges  lenders  may  charge  to  all  other  borrowers  may  not  exceed  the 
fair  market  annual  percentage  rate. 

9.  Every  agreement  between  a  lender  and  borrower,  whether  in  a  physical  or  electronic  format,  shall 
clearly  state,  beginning  within  three  inches  of  the  top  of  the  first  page,  in  boldfaced  type  that  is  at 
least  18  points  in  size,  the  cost  of  the  loan  expressed  in  each  of  the  following  measures:  (1)  dollars 
per  $100;  (2)  annual  percentage  rate;  and  (3)  finance  charge,  or  the  total  number  of  dollars  that  the 
credit  will  cost.  The  agreement  shall  in  a  similar  style  and  size  of  font  state  the  amount  financed 
and  the  total  number  of  payments  to  be  made. 

10.  Unless  otherwise  stated  herein,  all  portions  of  this  section  are  self-executing.  No  law  shall  be  valid 
that  would  relax  the  restrictions  of  this  section  or  alter  the  limits  on  the  annual  rate  of  interest, 
fees,  and  finance  charges  in  subsection  8.  All  provisions  of  the  Consumer  Borrowers'  Bill  of  Rights 
are  severable.  This  section  shall  only  apply  to  contracts  entered  into  on  or  after  its  effective  date. 

11.  For  purposes  of  this  section,  the  following  definitions  apply: 

a.  a  "loan"  is  any  of  the  following:  (1)  a  written  agreement  to  borrow  five  hundred  dollars  or  less 
to  be  repaid  within  fourteen  to  thirty-one  days;  (2)  an  agreement  to  borrow  money  for 
personal,  family  or  household  purposes  in  amounts  of  five  hundred  dollars  or  more;  (3)  a  title 
loan  agreement;  or  (4)  an  agreement  to  borrow  any  amount,  secured  or  unsecured,  payable  in 
not  less  than  four  substantially  equal  installments  over  a  period  of  not  less  than  one  hundred 
twenty  days; 


b,  a  "lender"  and  "borrower,"  respectively,  are  defined  as  a  person  that  makes  or  that  takes  out  a 
"loan"  as  defined  herein; 

c.  an  "extended  payment  plan"  ("EPP")  is  a  plan  that  pertains  only  to  the  type  of  loan  identified  in 
subsection  ll.a(l).  An  EPP  may  allow  borrowers  to  make  up  to  four  equal  payments  at  regular 
intervals  until  the  balance  is  paid.  An  EPP  may  allow  for  charges,  including  acceleration  of  the 
unpaid  balance,  in  the  event  of  default  on  a  payment.  Borrowers  may  not  receive  more  than 
two  EPPs  from  a  single  lender  in  a  single  year; 

d.  The  "fair  market  annual  percentage  rate"  is  the  annual  percentage  rate  that  would  apply  to  a 
$100,  30-day  loan  which  required  payment  of  no  more  than  $36  in  interest,  fees,  and  finance 
charges.  For  all  purposes  herein,  "interest,  fees,  and  finance  charges"  exclude  returned  check 
fees,  late  charges,  and  collection  costs  and  fees,  and  exclude  other  fees  as  may  be  provided  by 
law; 

e,  "repeatedly  violates"  means  a  lender's  commission  of  violations  with  respect  to  loans 
requested  or  taken  by  six  or  more  customers  within  a  six-month  period,  and  "repeatedly 
makes"  means  loans  made  with  six  or  more  customers  within  a  six-month  period;  and 

f  "first  responders"  are  active  duty  law  enforcement,  police,  firefighters,  search  and  rescue, 
hazardous  materials  or  explosives  service  providers,  or  emergency  medical  service  providers, 
who  are  employed  by  or  under  contract  to  provide  services  to  the  federal  government,  the 
state,  or  a  political  subdivision  of  the  state  and  who,  at  the  time  of  contracting  for  the  loan, 
present  themselves  in  person  to  the  lender  in  a  government  issued  uniform  with  a  government 
issued  badge  and  a  government  issued  photo  identification  card. 


JAMKS  C.  KiRKl'ATRICK 
STATK  INIORMATION  CKNTKR 
(573)751  4936 

May  30,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Whitfield  Montgomery  regarding  a  proposed 
constitutional  amendment  related  to  Article  III,  Version  4  (2014-038) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Whitfield  Montgomery  on  May  28,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


ELKtmoNS  Division 
(573)751-2301 


RECEIVED 

MAY  3  0  2013 

PT,V:  M  AUDITORS  OFFICE 


PO  Box  1767  •  Jefferson  City,  Missouri  •  65102 
www.sos.mo.gov 


County . 


Page  No. . 


It  Is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of  Imprisonment  not  to  exceed  one  year  in 
the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign 
his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  Is  not  a  registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that  the  following 

proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I  am  a  registered  voter  of  the  ^t^Je  of  Missouri  and 
 County  (or  city  of  St.  Louis),  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  cor(Sly  written  after  my 


name. 


(OFFICIAL  BALLOT  TITLE  TO  BE  PLACED  HERE) 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF . 
I  


IV3 


m 

o 

rT! 


m 


,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


GO 


Name  (signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CON. 
DIST. 

NAME  (Printed  or  Typed) 

1. 

2. 

i. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I  believe  that  each  has  stated  his  or  her  name,  registered 
voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  County. 


Subscribed  and  sworn  to  before  me  this 


_day  of . 


,  A.D. 


Signature  of  Affiant 
(person  obtaining  signatures) 


Signature  of  Notary 


Notary  Public  (Seal) 


Address  of  Notary 


Address  of  Affiant 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitutior)  be  amended: 


By  adding  one  new  section  to  Article  III  of  the  Missouri  Constitution,  as  follows:  | 
Section  44(a)  1.  This  section  shall  be  known  as  the  "Consumer  Borrowers'  Bill  of  Rights." 

y  a  loan  taken 

2.  No  borrower  shall  be  prosecuted  in  the  criminal  courts  of  the  state  for  failure  to  repa 

in  good  faith. 

3.  Any  lender  that  purposely  and  repeatedly  violates  in  this  state  subsections  4,5,6, 

or  9,  or  that 

purposely  and  repeatedly  makes  loans  at  more  than  twice  the  rate  permitted  in 

subsection  8, 

commits  the  crime  of  "predatory  lending."  A  lender's  first  conviction  shall  be  punishable  by  a  fine 

not  to  exceed  one  thousand  dollars.  Subsequent  convictions  shall  be  punishable  by  a  fine  not  to 
exceed  five  thousand  dollars. 
4^  No  lender  shall  make  threats  of  criminal  prosecution  as  a  result  of  a  borrower's  check  being 
returned  unpaid.  l 

5.  Any  borrower  shall  have  the  right  to  rescind  at  no  cost  any  loan  agreement  by  returning  the  full 
principal  balance  and  delivering  within  two  business  days  a  written  rescission  to  the  lender  at  the 
place  where  the  loan  was  made,  or  if  the  loan  was  not  made  at  a  physical  location,  by  using  the 
same  means  or  device  through  which  the  loan  was  made.  No  lender  shall  refuse  a  borrower's 
request  that  complies  with  this  subsection. 

6.  Borrowers  shall  have  the  right,  at  no  cost  and  for  any  reason  whatsoever,  to  request  and  receive  an 
extended  payment  plan  by  executing  a  written  amendment  to  the  loan  by  the  close  of  business  the 
day  before  the  loan  is  due.  No  lender  shall  refuse  a  borrower's  request  that  complies  with  this 
subsection. 

7.  All  lenders  shall  display  the  provisions  of  this  section,  and  other  disclosures  that  may  be  provided 
by  law,  in  their  businesses  in  plain  view  of  the  area  where  loans  are  closed  and  in  boldfaced  type 
that  is  at  least  18  points  in  size. 

8.  The  interest,  fees,  and  finance  charges  lenders  may  charge  to  borrowers  who  are  active-duty 
members  of  the  United  States  armed  forces,  active-duty  members  of  the  Missouri  National  Guard, 
or  uniformed  emergency  first-responders  may  not  exceed  an  annual  percentage  rate  of  36%.  The 
interest,  fees,  and  finance  charges  lenders  may  charge  to  all  other  borrowers  may  not  exceed  the 
fair  market  annual  percentage  rate. 

9.  Every  agreement  between  a  lender  and  borrower,  whether  in  a  physical  or  electronic  format,  shall 
clearly  state,  beginning  within  three  inches  of  the  top  of  the  first  page,  in  boldfaced  type  that  is  at 
least  18  points  in  size,  the  cost  of  the  loan  expressed  in  each  of  the  following  measures:  (1)  dollars 
per  $100;  (2)  annual  percentage  rate;  and  (3)  finance  charge,  or  the  total  number  of  dollars  that  the 
credit  will  cost.  The  agreement  shall  in  a  similar  style  and  size  of  font  state  the  amount  financed 
and  the  total  number  of  payments  to  be  made. 

10.  Unless  otherwise  stated  herein,  all  portions  of  this  section  are  self-executing.  No  law  shall  be  valid 
that  would  relax  the  restrictions  of  this  section  or  alter  the  limits  on  the  annual  rate  of  interest, 
fees,  and  finance  charges  in  subsection  8.  All  provisions  of  the  Consumer  Borrowers'  Bill  of  Rights 
are  severable.  This  section  shall  only  apply  to  contracts  entered  into  on  or  after  its  effective  date. 

11.  For  purposes  of  this  section,  the  following  definitions  apply: 

a  "loan"  is  any  of  the  following:  (1)  a  written  agreement  to  borrow  five  hundred  dollars  or  less 
to  be  repaid  within  fourteen  to  thirty-one  days;  (2)  an  agreement  to  borrow  money  for 
personal,  family  or  household  purposes  in  amounts  of  five  hundred  dollars  or  more;  (3)  a  title 
loan  agreement;  or  (4)  an  agreement  to  borrow  any  amount,  secured  or  unsecured,  payable  in 
not  less  than  four  substantially  equal  installments  over  a  period  of  not  less  than  one  hundred 
twenty  days; 


b.  a  "lender"  and  "borrower,"  respectively,  are  defined  as  a  person  that  makes  or  that  takes  out  a 
"loan"  as  defined  herein; 

c  an  "extended  payment  plan"  ("EPP")  is  a  plan  that  pertains  only  to  the  type  of  loan  identified  in 
subsection  11 . a( IJ^ArLEPP  niay^low  borrowers  to  make  up  to  f Oi^r  equal  payments  at  regular 
intervals  until  the  balance  is  paid.  An  EPP  may  allow  for  charges,  including  acceleration  of  the 
unpaid  balance,  in  the  event  of  default  on  a  payment.  Borrowers  may  not  receive  more  than 
two  EPPs  from  a  single  lender  in  a  single  year; 

d  The  "fair  market  annual  percentage  rate"  is  the  annual  percentage  rate  that  would  apply  to  a 
$100,  30-day  loan  which  required  payment  of  no  more  than  $36  in  interest,  fees,  and  finance 
charges.  For  all  purposes  herein,  "interest,  fees,  and  finance  charges"  exclude  returned  check 
fees,  late  charges,  and  collection  costs  and  fees,  and  exclude  other  fees  as  may  be  provided  by 
law; 

e.  "repeatedly  violates"  means  a  lender's  commission  of  violations  with  respect  to  loans 
requested  or  taken  by  six  or  more  customers  within  a  six-month  period,  and  "repeatedly 
makes"  means  loans  made  with  six  or  more  customers  within  a  six-month  period;  and 

f,  "first  responders"  are  active  duty  law  enforcement,  police,  firefighters,  search  and  rescue, 
hazardous  materials  or  explosives  service  providers,  or  emergency  medical  service  providers, 
who  are  employed  by  or  under  contract  to  provide  services  to  the  federal  government,  the 
state,  or  a  political  subdivision  of  the  state  and  who,  at  the  time  of  contracting  for  the  loan, 
present  themselves  in  person  to  the  lender  in  a  government  issued  uniform  with  a  government 
issued  badge  and  a  government  issued  photo  identification  card. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


The  Honorable  Tom  Schweich 
State  Auditor 


June  25,2013 


RECEIVED 

JUN  2  5  2013 


STATE  AUDITORS  OFFICE 


State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Tammy  O'Meara  regarding  a  proposed  amendment  to  the 
Revised  Statutes  of  Missouri,  Version  4  (2014-039) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised 
Statutes  of  Missouri  filed  by  Tammy  O'Meara  on  June  24,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PC  Box  1 767  •  Jefferson  City,  Missouri  •  65 1 02 
www.sos.mo.gov 


County 
Page  No. 


It  is  a  class  A  misden^iaj«j/-pOlils4a^y:(T&vithst^      the  provisions  of  section  560.021,  RSMo.  to  the  contrar>  .  for  a  term 
of  imprisonment  not  W^^^{C6j3  twe  \ear  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  an\  one  to 
sign  any  initiative  pJuMon  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for 
the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

Initiative  Petition 

To  the  Honorable  Jason  Kander,  Secretary  of  the  State  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  law  (or  amendment  to  the  constitution)  .shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their 
approval  or  rejection,  at  the  general  election  to  be  held  on  the  4th  day  of  November.  2014.  and  each  for  himself  or  herself  says:  I 

have  personally  signed  this  petition.  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  afker  my  name. 


(Insert  Summary  Statement) 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI,  COUNTY  OF  

L  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


Name 
(Signature) 

Date 
Signed 

Registered  Voting  Address 
(Street)(City,Town  or  Village) 

Zip  Code 

Congr. 
Dist. 

NAME 

(Printed  or  Typed) 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  m\  presence,  1  believe  that  each 
ha.s  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correct!) .  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  Count)-. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  A.D  


Signature  of  Notar>' 
Address  of  Notarv 
Notarv'  Public  (Seal) 

My  commission  expires 


Be  it  enacted  by  the  people  of  the  State  of  Missouri: 
A  New  Provision  of  the  Missouri  Statute  302.021 


A  person  commits  the  crime  of  motorcycle  passenger  prohibition  if  such  person  fails  to  comply 
with  the  following: 

U  A  properly  licensed  Missouri  operator  of  a  motorcycle  as  defined  by  Missouri  law  shall  not 
be  allowed  to  have  a  passenger  on  his/her  motorcycle  until  after  the  operator  reaches  the 
age  of  21. 

2)  Once  the  properly  licensed  motorcycle  operator  reaches  the  age  of  21,  he  or  she  shall  also 
be  required  to  attend  and  successfully  complete  a  motorcycle  rider-safety  class  which  is 
approved  by  the  License  Bureau  of  the  Missouri  Department  of  Revenue. 

3)  The  first  violation  of  this  offense  is  a  Class  C  Misdemeanor  unless  the  actor  has  previously 
been  convicted  of  this  offense,  in  which  case  it  is  a  Class  B  Misdemeanor,  unless  the  actor 
has  previously  been  convicted  twice  of  this  offense,  in  which  case  it  is  a  Class  A 
Misdemeanor. 

4)  A  person  who  is  convicted  of  violating  this  statute  will  have  committed  a  moving  violation 
and  shall  have  3  points  assessed  against  his/her  Missouri  operator's  license. 

5)  If  the  properly  licensed  Missouri  operator  of  a  motorcycle  has  maintained  a  motorcycle 
license  for  at  least  the  previous  2  years  and  was  born  in  1984  or  prior,  he  or  she  is  not 
required  to  complete  a  motorcycle  rider-safety  class  to  have  a  passenger. 
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Jason  Kander 


James  C.  Kirkpa  trick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)  751-2301 


July  2, 2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Jewell  Patek  regarding  a  proposed  constitutional 
amendment  to  Article  III,  Version  3  (2014-040) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Jewell  Patek  on  July  1,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1 767  •  Jefferson  City,  Missouri  •  65 1 02 
www.sos.mo.gov 


County  

Page  No.  

It  is  a  class  A  misdemeanor  punishable,  norwithslanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  »  term  of  imprisonment  not  to  exceed  one  year  in 
the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both.  Tor  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to 
sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 


IMTlAXrV  E  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that  the  following 

proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on 
the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I  am  a  registered  voter  of  the  ^b^e  of  Missouri  and 


County  (or  city  of  Sl  Louis),  my  registered  voting  address  and  the  name  of  the  city,  town  or  villa; 


after  my  name. 


;^which  1  livf^je  correctly  written 


[OFFICIAL  BALLOT  TITLE  TO  BE  PLACED  HERE] 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOl  RI.  COIINTY  OF 


,  being  flrst  duly  sw  orn,  say  (print  or  type  names  of  signers) 
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Name  (signature) 


DATE 
SIGNED 


REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 


ZIP 

CODE 


CON. 
DIST. 


NAME  (Printed  or  Typed) 


2. 


3. 


4. 


5. 


6. 


7. 


8. 


9. 


10. 


signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I  believe  that  each  has  stated  his  or  her  name,  registered 
voting  address  and  city  ,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  County. 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.    

Signature  of  Affiant 

  (person  obtaining  signatures) 

Signature  of  Notary 


Noury  Public  (Seal) 


Address  of  Notary 


My  commission  expires 


Address  of  AfTiant 


/ 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be 
amended: 

By  amending  Section  44  of  Article  III  of  the  Constitution  of  Missouri  to  read 
as  follows: 

Section  44.  No  law  shall  be  valid  fixing  rates  of  interest  or  return  for  the  loan 
or  use  of  money,  or  the  service  or  other  charges  made  or  imposed  in 
connection  therewith,  for  any  particular  group  or  class  engaged  in  lending 
money.  The  rates  of  interest  fixed  by  law  shall  be  applicable  generally  and  to 
all  lenders  without  regard  to  the  type  or  classification  of  their  business.  No 
law  fixing  rates  of  interest  for  the  loan  or  use  of  money,  or  other  charges  made 
or  imposed  in  connection  therewith  shall  be  valid  if  it:  fixes  the  rate  in  excess 
of  $1 8  per  $1 00  loaned  per  30  days  or  fails  to  give  the  borrower  and  lender  the 
right  to  agree  to  a  different  rate  in  writing. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


July  2,  2013 


RECfclVED 


The  Honorable  Tom  Schweich 
State  Auditor 


JUL  0  2  2013 

STATE  AUDITORS  OFFICE 


State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Whitfield  Montgomery  regarding  a  proposed 
constitutional  amendment  to  Article  III,  version  5  (2014-041) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Whitfield  Montgomery  on  July  1,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1 767  •  Jefferson  City,  Missouri  •  65 1 02 
www.sos.mo.gov 


County. 


Page  No. 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of  imprisonment  not  to  exceed  one  year  in 
the  county  Jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign 
his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  Is  not  a  registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  IVIissouri  and   County  (or  city  of  St.  Louis),  respectfully  order  that  the  following 

proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis),  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my 

name. 

(OFFIOAl  BALLOT  TITIE  TO  BE  PLACED  HERE] 


STATE  Of  MISSOURI,  COUNTY  OF  . 
I,  


CIRCULATOR'S  AFFIDAVIT 


,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


Name  (signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CON. 
DIST. 

NAME  (Printed  or  Typed) 

1. 

2. 

3. 

4». 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I  believe  that  each  has  stated  his  or  her  name,  registered 
voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  County. 


Subscribed  and  sworn  to  before  me  this 


_day  of . 


,A.D. 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal)  /  C--'  ^^-^ 

9S:6  Hy  i-inreioz 


Signature  of  Affiant 
(person  obtaining  signatures) 


Address  of  Affiant 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

By  adding  one  new  section  to  Article  III  of  the  Missouri  Constitution,  as  follows: 
Section  44(a)  1.  This  section  shall  be  known  as  the  "Consumer  Borrowers'  Bill  of  Rights." 

2.  No  borrower  shall  be  prosecuted  in  the  criminal  courts  of  the  state  for  failure  to 
repay  a  loan  taken  in  good  faith. 

3^  Any  lender  that  purposely  and  repeatedly  violates  in  this  state  subsections  4,5,6,  or 
9,  or  that  purposely  and  repeatedly  makes  loans  at  more  than  twice  the  rate 
permitted  in  subsection  8,  commits  the  crime  of  "predatory  lending."  A  lender's  first 
conviction  shall  be  punishable  by  a  fine  not  to  exceed  one  thousand 
dollars.  Subsequent  convictions  shall  be  punishable  by  a  fine  not  to  exceed  five 
thousand  dollars. 

4,  No  lender  shall  make  threats  of  criminal  prosecution  as  a  result  of  a  borrower's  check 
being  returned  unpaid. 

5,  Any  borrower  shall  have  the  right  to  rescind  at  no  cost  any  loan  agreement  by 
returning  the  full  principal  balance  and  delivering  within  two  business  days  a  written 
rescission  to  the  lender  at  the  place  where  the  loan  was  made,  or  if  the  loan  was  not 
made  at  a  physical  location,  by  using  the  same  means  or  device  through  which  the 
loan  was  made.  No  lender  shall  refuse  a  borrower's  request  that  complies  with  this 
subsection. 

6,  Borrowers  shall  have  the  right,  at  no  cost  and  for  any  reason  whatsoever,  to  request 
and  receive  an  extended  payment  plan  by  executing  a  written  amendment  to  the 
loan  by  the  close  of  business  the  day  before  the  loan  is  due.  No  lender  shall  refuse  a 
borrower's  request  that  complies  with  this  subsection. 

L  All  lenders  shall  display  the  provisions  of  this  section,  and  other  disclosures  that  may 
be  provided  by  law,  in  their  businesses  in  plain  view  of  the  area  where  loans  are 
closed  and  in  boldfaced  type  that  is  at  least  18  points  in  size. 

8.  The  interest,  fees,  and  finance  charges  for  loans  under  subsection  11(a)(1)  to 
borrowers  who  are  active-duty  members  of  the  United  States  armed  forces  may  not 
exceed  an  a n nual  percentage  rate  of  36%.  The  interest,  fees,  and  finance  charges 
lenders  may  charge  to  all  other  borrowers  may  not  exceed  the  fair  market  annual 
percentage  rate. 

9,  Every  agreement  between  a  lender  and  borrower,  whether  in  a  physical  or  electronic 
format,  shall  clearly  state,  beginn i ng  within  three  inches  of  the  top  of  the  first  page, 
in  boldfaced  type  that  is  at  least  18  points  in  size,  the  cost  of  the  loan  expressed  in 
each  of  the  following  measures:  (1)  dollars  per  $100;  (2)  annual  percentage  rate;  and 


(3)  finance  charge,  or  the  total  number  of  dollars  that  the  borrower  will  pay.  The 
agreement  shall  in  a  similar  style  and  size  of  font  state  the  amount  financed  and  the 
total  number  of  payments  to  be  made. 

lO.Unless  otherwise  stated  herein,  all  portions  of  this  section  are  self-executing.  No  law 
shall  be  valid  that  would  relax  the  restrictions  of  this  section  or  reduce  the  limits  on 
the  annual  rate  of  interest,  fees,  and  finance  charges  in  subsection  8.  All  provisions 
of  the  Consumer  Borrowers'  Bill  of  Rights  are  severable.  This  section  shall  only  apply 
to  contracts  entered  into  on  or  after  its  effective  date. 

1 1  .For  purposes  of  this  section,  the  following  definitions  apply: 

a.  a  "loan"  is  any  of  the  following:  (1)  a  written  agreement  to  borrow  five  hundred 
dollars  or  less  to  be  repaid  within  fourteen  to  thirty-one  days;  (2)  an  agreement  to 
borrow  money  for  personal,  family  or  household  purposes  in  amounts  of  five 
hund red  dollars  or  more;  (3)  a  title  loan  agreement;  or  (4)  an  agreement  to 
borrow  any  amount,  secured  or  unsecured,  payable  in  not  less  than  four 
substantially  equal  installments  over  a  period  of  not  less  than  one  hundred 
twenty  days.  Solely  for  purposes  of  subsections  8  and  10,  a  "loan"  shall  also 
include  any  agreement  to  borrow  five  thousand  dollars  or  less  for  any  term  for 
personal,  family,  or  household  purposes; 

b.  a  "lender"  and  "borrower,"  respectively,  are  defined  as  a  person  that  makes  or 
that  takes  out  a  "loan"  as  defined  herein; 

c.  an  "extended  payment  plan"  ("EPP")  is  a  plan  that  pertains  only  to  the  type  of 
loan  identified  in  subsection  ll.a(l).  An  EPP  may  allow  borrowers  to  make  up  to 
four  equal  payments  at  regular  intervals  until  the  balance  is  paid.  An  EPP  may 
allow  for  charges,  including  acceleration  of  the  unpaid  balance,  in  the  event  of 
default  on  a  payment.  Borrowers  may  not  receive  more  than  two  EPPs  from  a 
single  lender  in  a  calendar  year; 

d.  The  "fair  market  annual  percentage  rate"  is  the  annual  percentage  rate  that 
would  apply  to  a  $100, 14-day  loan  which  required  payment  of  no  more  than  $36 
in  interest,  fees,  and  finance  charges.  For  all  purposes  herein,  "interest,  fees,  and 
finance  charges"  exclude  returned  check  fees,  late  charges,  and  collection  costs 
and  fees,  and  exclude  other  fees  as  may  be  provided  by  law;  and 

e.  "repeatedly  violates"  means  a  lender's  commission  of  violations  with  respect  to 
loans  requested  or  taken  by  six  or  more  customers  within  a  six-month  period,  and 
"repeatedly  makes"  means  loans  made  with  six  or  more  customers  within  a  six- 
month  period. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


July  2, 2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Whitfield  Montgomery  regarding  a  proposed 
constitutional  amendment  to  Article  I,  version  6  (2014-042) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Whitfield  Montgomery  on  July  1,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1 767  •  Jefferson  City,  Missouri  •  65 1 02 
www.sos.mo.gov 


County . 


Page  No.  

It  Is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  S60.021,  RSMo,  to  the  contrary,  for  a  term  of  imprisonment  not  to  exceed  one  year  in 
the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign 
his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that  the  following 

proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis),  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my 

name. 

{OFFICIAL  BALLOT  TITLE  TO  BE  PLACED  HERE] 


STATE  OF  MISSOURI,  COUNTY  OF  . 
I  


CIRCULATOR'S  AFFIDAVIT 


,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


Name  (signature) 

DATE 

SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CON. 
DIST. 

NAME  (Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I  believe  that  each  has  stated  his  or  her  name,  registered 
voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  County. 


Subscribed  and  sworn  to  before  me  this 


_day  of  _ 


.A.D. 


Signature  of  Notary 


Notary  Public  (Seal) 


Signature  of  Affiant 
(person^i^aining  signatures) 


Address  of  Notary 
My  commission  expires 


Address  e^i^i^ 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  annended: 

By  adding  one  new  section  to  Article  I  of  the  Missouri  Constitution,  as  follows: 

Section  36(a)  1.  This  section  shall  be  known  as  the  "Consumer  Borrowers'  Bill  of  Rights." 

2^  No  borrower  shall  be  prosecuted  in  the  criminal  courts  of  the  state  for  failure  to 
repay  a  loan  taken  in  good  faith. 

3^  Any  lender  that  purposely  and  repeatedly  violates  in  this  state  subsections  4,5,6,  or 
9,  or  that  purposely  and  repeatedly  makes  loans  at  more  than  twice  the  rate 
permitted  in  sujasectionj^  commits  the  crime  of  "predatory  lending."  A  lender's  fi^st 
conviction  shall  be  punishable  by  a  fine  not  to  exceed  one  thousand 
dollars.  Subsequent  convictions  shall  be  punishable  by  a  fine  not  to  exceed  five 
thousand  dollars. 

4.  No  lender  shall  make  threats  of  criminal  prosecution  as  a  result  of  a  borrower's  check 
being  returned  unpaid. 

5^  Any  borrower  shall  have  the  right  to  rescind  at  no  cost  any  loan  agreement  by 
returning  the  full  principal  balance  and  delivering  within  two  business  days  a  written 
rescission  to  the  lender  at  the  place  where  the  loan  was  made,  or  if  the  loan  was  not 
made  at  a  physical  location,  by  using  the  same  means  or  device  through  which  the 
loan  was  made.  No  lender  shall  refuse  a  borrower's  request  that  complies  with  this 
subsection. 

6.  Borrowers  shall  have  the  right,  at  no  cost  and  for  any  reason  whatsoever,  to  request 
and  receive  an  extended  payment  plan  by  executing  a  written  amendment  to  the 
loan  by  the  close  of  business  the  day  before  the  loan  is  due.  No  lender  shall  refuse  a 
borrower's  request  that  complies  with  this  subsection. 

L  All  lenders  shall  display  the  provisions  of  this  section,  and  other  disclosures  that  may 
be  provided  by  law,  in  their  businesses  in  plain  view  of  the  area  where  loans  are 
closed  and  in  boldfaced  type  that  is  at  least  18  points  in  size. 

8^  The  interest,  fees,  and  finance  charges  for  loans  under  subsection  11(a)(1)  to 
borrowers  who  are  active-duty  members  of  the  United  States  armed  forces  may  not 
exceed  an  annual  percentage  rate  of  36%.  The  interest,  fees,  and  finance  charges 
lenders  may  charge  to  all  other  borrowers  may  not  exceed  the  fair  market  annual 
percentage  rate. 

9^  Every  agreement  between  a  lender  and  borrower,  whether  in  a  physical  or  electronic 
format,  shall  clearly  state,  beginning  within  three  inches  of  the  top  of  the  first  page, 
in  boldfaced  type  that  is  at  least  18  points  in  size,  the  cost  of  the  loan  expressed  in 
each  of  the  following  measures:  (1)  dollars  per  $100;  (2)  annual  percentage  rate;  and 
(3)  finance  charge,  or  the  total  number  of  dollars  that  the  borrower  will  pay.  The 


agreement  shall  in  a  similar  style  and  size  of  font  state  the  amount  financed  and  the 
total  number  of  payments  to  be  made. 

10. Unless  otherwise  stated  herein,  all  portions  of  this  section  are  self-executing.  No  law 
shall  be  valid  that  would  relax  the  restrictions  of  this  section  or  reduce  the  limits  on 
the  annual  rate  of  interest,  fees,  and  finance  charges  in  subsection  8.  All  provisions 
of  the  Consumer  Borrowers'  Bill  of  Rights  are  severable.  This  section  shall  only  apply 
to  contracts  entered  into  on  or  after  its  effective  date. 

1  LFor  purposes  of  this  section,  the  following  definitions  apply: 

a.  a  "loan"  is  any  of  the  following:  (1)  a  written  agreement  to  borrow  five  hundred 
dollars  or  less  to  be  repaid  within  fourteen  to  thirty-one  days;  (2)  an  agreement  to 
borrow  money  for  personal,  family  or  household  purposes  in  amounts  of  five 
hundred  dollars  or  more;  (3)  a  title  loan  agreement;  or  (4)  an  agreement  to 
borrow  any  amount,  secured  or  unsecured,  payable  in  not  less  than  four 
substantially  equal  installments  over  a  period  of  not  less  than  one  hundred 
twenty  days.  Solely  for  purposes  of  subsections  8  and  10,  a  "loan"  shall  also 
include  any  agreem e nt  to  borrow  five  thousand  dollars  or  less  for  any  term  for 
personal,  family,  or  household  purposes; 

b.  a  "lender"  and  "borrower,"  respectively,  are  defined  as  a  person  that  makes  or 
that  takes  out  a  "loan"  as  defined  herein; 

c.  an  "extended  payment  plan"  ("EPP")  is  a  plan  that  pertains  only  to  the  type  of 
loan  identified  in  subsection  ll.a(l).  An  EPP  may  allow  borrowers  to  make  up  to 
four  equal  payments  at  regular  intervals  until  the  balance  is  paid.  An  EPP  may 
allow  for  charges,  including  acceleration  of  the  unpaid  balance,  in  the  event  of 
default  on  a  payment.  Borrowers  may  not  receive  more  than  two  EPPs  from  a 
single  lender  in  a  calendar  year; 

d.  The  "fair  market  annual  percentage  rate"  is  the  annual  percentage  rate  that 
would  apply  to  a  $100, 14-day  loan  which  required  payment  of  no  more  than  $36 
in  interest,  fees,  and  finance  charges.  For  all  purposes  herein,  "interest,  fees,  and 
finance  charges"  exclude  returned  check  fees,  late  charges,  and  collection  costs 
and  fees,  and  exclude  other  fees  as  may  be  provided  by  law;  and 

e.  "repeatedly  violates"  means  a  lender's  commission  of  violations  with  respect  to 
loans  requested  or  taken  by  six  or  more  customers  within  a  six-month  period,  and 
"repeatedly  makes"  means  loans  made  with  six  or  more  customers  within  a  six- 
month  period. 


Jason  Kander 


James  C.  Kikki'atrick 
State  Information  Center 
f573) 751  4936 


Secretary  oe  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  15,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 


AUG  I  5  2013 

STATE  AUDITORS  OFF/CE 


RE:  Petition  approval  request  from  Barbara  Swanson  regarding  a  proposed  constitutional 
amendment  to  Article  IX  (2014-045) 


Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Barbara  Swanson  on  August  14,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferso.n  City,  Missouri  •65102 
www .  SOS .  m  o .  go  V 


County  

Page  No.  

It  is  a  class  A  misdemeanor  punishable,  noptithstanding  the  provisions  of  section  5(>0.02l,  RSMo,  to  the  contrar\,  for  a  term  or  imprisonment  not  to  exceed  one  >ear  in 
the  count)'  jail  or  a  Pine  not  to  exceed  ten>moijia{i<j;dollar|  o^^^^  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to 
sign  his  or  her  name  more  than  once  for      sitae  measure  for  ifie  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  Is  not  a  registered  voter. 

I'Mj  SiC.  oi~  G  i  Aft; 

IMTIATIVE  PETITION 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  stale  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that  the  following 

proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on 
the  4th  day  of  November,  20U,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I  am  a  registered  voter  of  the  stale  of  Missouri  and 

 County  (or  city  of  St.  Louis),  my  registered  voting  address  and  the  name  of  the  city,  tow  n  or  village  in  which  I  live  are  correctly  written 

after  my  name. 

[OFFICIAL  BALLOT  TITLE  TO  BE  PLACED  HERE] 


CIRCULATOR'S  AFFIDAVIT 
STATE  OF  MISSOURI,  COlUm  OF  


I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


Name  (signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CON. 
DIST. 

NAME  (Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I  believe  that  each  has  stated  his  or  her  name,  registered 
voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  stale  of  Missouri  and  County. 


Subscribed  and  sworn  to  before  me  this  day  of  ,  .A.D.    

Signature  of  Affiant 

  (person  obtaining  signatures) 

Signature  of  .Notary 


NoUry  Public  (Seal) 


Address  of  Notary  *  Address  of  Amani 


RECEIVFO 
2013  AUG  Ii+  AH  10:  55 


My  commission  expires 


Notice:  The  proposed  amendment  may,  or  may  be  construed  by  some  persons  to,  change,  repeal,  or  modify  by  implication  the  following  provisions  of  the 
Missouri  Constitution:  Sections  5,  6  and  7  of  Article  1;  Section  38(a)  and  39  of  Article  III;  and.  Sections  2(b).  5  and  8  of  Article  IX. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

One  new  section  is  adopted  by  adding  one  new  section  to  be  known  as  section  1 1  of  Article  IX  to  read  as  follows: 

Section  11.1.  This  section  shall  be  known  as  the  "Children's  Education  Initiative."  The  purpose  of  the  Children's  Education  Initiative  is  to  assist  local 
communities  in  promoting  high-quality  eiementarv  and  secondary  education  for  all  Missouri  school  children. 

2.  Missouri  taxpayers  may  receive  a  ta.\  credit  for  donations  made  to  nonprofit  Children's  Education  Foundations  that  provide  fiinds  to  schools  and  students. 
Missourians  may  form  such  foundations  to  provide  funds  to  improve  programs  in  public  school  districts,  provide  scholarships  for  children  to  attend  other 
qualified  schools,  or  expand  special  education  services  to  children  with  disabilities. 

3.  As  used  in  this  section  the  following  terms  mean: 

1.  "Children's  Education  Foundation."  or  "Foundation."  an  entity  incorporated  under  the  laws  of  Missouri  relating  to  nonprofit  corporations  and 
exempt  from  federal  income  taxation  that  has  as  its  primary  or  incidental  purpose  one  the  following:  (a)  financial  support  to  any  public  school 
district  for  improving  academic  or  other  programs  deemed  essential  by  any  public  school  district:  (b)  scholarships  for  children  to  attend  any  private 
or  parochial  qualified  school:  or.  (c)  financial  support  to  special  education  programs  provided  by  public  school  districts,  or  scholarships  for 
children  diagnosed  with  disabilities  recognized  under  federal  education  law  to  attend  a  private  or  parochial  qualified  school: 

2.  "commissioner."  the  commissioner  of  education  appointed  hy  the  state  board  of  education: 

3.  "contribution."  a  donation  of  cash,  stock,  bonds,  or  other  marketable  securities,  or  real  property: 

4.  "qualified  school."  any  public  elementary  and  secondary  school  district  located  in  Missouri:  or  any  private  or  parochial  eiementarv  or  secondary 
'    school  located  in  Missouri  that  does  not  discriminate  on  the  basis  of  race,  color,  disability,  ancestry  or  national  origin  and  is  accredited  by  a  state  or 

nationally  recognized  accrediting  institution: 

5.  "state  tax  liability."  any  liability  incurred  by  a  taxpayer  under  the  provisions  of  chapters  143.  147.  148.  and  153.  of  the  Missouri  Revised 
Statutes,  as  amended  from  time  to  time,  exclusive  of  the  provisions  relating  to  the  withholding  of  tax  as  provided  for  in  sections  143.191  to  143.265 
and  related  provisions,  as  amended  from  time  to  time: 

6.  "taxpayer."  an  individual,  firm,  partner  in  a  firm,  sole  proprietorship,  partner  in  a  limited  or  general  partnership,  member  of  a  limited  liability 
company,  corporation  as  defined  under  sections  143.441  or  143.471.  S  corporation  shareholder  doing  business  in  this  state  and  subject  to  the  state 
income  tax  imposed  by  chapter  143.  excluding  withholding  tax  imposed  bv  sections  143.191  to  143.265.  or  charitable  organization,  trust,  or  public 
or  private  foundation  which  is  exempt  from  Federal  income  tax  and  whose  Missouri  unrelated  business  taxable  income  would  be  subject  to  state 
income  tax  under  chapter  143. 

4.  A  taxpayer  may  claim  a  credit  against  the  taxpayer's  state  lax  liability  in  an  amount  equal  to  fifty  percent  of  such  taxpayer's  contribution  to  a  Foundation. 
The  credit  shall  not  be  allowed  if  the  taxpayer  designates  the  contribution  for  the  direct  benefit  of  the  taxpayer  or  any  dependent.  The  credit  claimed  shall  not 
exceed  the  taxpayer's  state  lax  liability  for  the  taxable  year  for  which  the  credit  is  claimed,  and  such  taxpayer  shall  not  be  allowed  to  claim  a  credit  in  excess 
of  fifty  thousand  dollars  per  taxable  year.  However,  any  credit  that  cannot  be  claimed  in  the  taxable  year  the  contribution  was  made  may  be  carried  over  to 
the  next  four  succeeding  taxable  years  until  the  full  credit  has  been  claimed.  The  cumulative  amount  of  credits  that  mav  be  claimed  annually  shall  be  capped 
at  $90  million,  adjusted  annually  for  inflation  using  the  United  States  Chained  Consumer  Price  Index  (C-CPI-U).  The  cap  may  be  increased  upon 
authorization  of  the  Missouri  General  Assembly. 

5.  A  Foundation  may  provide  financial  assistance  to  more  than  one  qualified  school  or  for  more  than  one  purpose  under  subsection  3.1.  Foundations 
providing  assistance  for  multiple  purposes  shall  request  tax  credit  allocations  for  each  purpose,  market  the  credits  as  separate  programs,  and  segregate  the 
fiinds  of  each  program.  Foundations  may  decline  contributions  or  may  accept  donations  for  which  the  tax  credit  authorized  in  this  section  is  not  claimed. 

6.  The  commissioner  shall  annually  allocate  credits  among  the  purposes  in  subsection  3.1  as  follows:  fifty  percent  for  subsection  3.1  (a):  forty  percent  for 
subsection  3.1  (b):  and  ten  percent  for  subsection  3.1  (cl.  The  commissioner  shall  apportion  credits  among  Foundations  throughout  a  calendar  year  based  on 
demand,  so  that  to  the  maximum  extent  possible,  all  available  credits  are  distributed  for  a  given  year. 

7.  A  public  school  district  is  not  obligated  to  accept  assistance  from  a  Foundation.  A  Foundation  that  wishes  to  assist  a  public  school  district  shall  consult 
with  the  public  school  district  and  provide  assistance  as  directed  by  the  district.  Revenues  received  by  a  public  school  district  pursuant  to  this  section  shall 
not  be  counted  as  revenues  received  by  the  district  in  determining  state  aid  to  the  district. 

8.  The  provisions  of  this  section  shall  be  construed  to  repeal  anv  previously  enacted  constitutional  provisions  to  the  extent  they  could  be  construed  as 
prohibiting  or  limiting  the  award  of  tax  credits  for  taxpayers'  voluntary  support  or  aid  of  students  to  attend  eiementarv  or  secondary  schools  other  than  those 
defined  as  free  public  schools  under  article  IX.  section  I  (a)  of  the  constitution.  The  provisions  of  this  section  are  self-executing. 


on 


James  C.  Kjrkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


August  26,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

AUG  2  6  2013 

STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  John  Elliott  regarding  a  proposed  constitutional 
amendment  to  Article  V,  version  1  (2014-047) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  John  Elliott  on  August  23,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1 767  •  Jefferson  City,  Missouri  •  65 102 
www.sos.mo.gov 


n 


2013  AUG  23  All  9= 


County . 


56 


Page  No. 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of  imprisonment  not  to  exceed  one  year  in 
the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to 

sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  saote  election,  or  to  $igB  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

.  ..... 

'  ISxtvi  KSilTfcN 

 County  (or  city  of  St.  Louis),  respectfully  order  that  the  following 

proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on 
the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis),  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written 

after  my  name. 

lOFFICIAL  BALLOT  TITLE  TO  BE  PLACED  HEREl 


To  the  Honorable  Jason  Kander,  Secretary  of  Stale  for  the  state  onviissauri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  M ISSOURI,  COUNTY  OF . 


_,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


Name  (signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CON. 
DIST. 

NAME  (Printed  or  Typed) 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  1  believe  that  each  has  stated  his  or  her  name,  registered 
voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  County. 


Subscribed  and  sworn  to  before  me  this 


_day  of _ 


_,  A.D. 


Signature  of  Notary 


Signature  of  Affiant 
(person  obtaining  signatures) 


Notary  Public  (Seal) 


Address  of  Notary 


Address  of  AfTiant 


My  commission  expires 


NOTICE:  You  are  advised  that  in  addition  to  the  express  amendments,  repeals,  and  modifications  as  set  forth  below,  this  proposal 
may  repeal,  change  or  modify  by  implication,  or  may  be  construed  by  some  persons  to  repeal,  change  or  modify  by  implication, 
Article  IV,  Section  4,  and  Article  V,  Sections  8,  20,  25(c)(1),  25(c)(2),  25(d),  and  25(g)  of  the  Constitution  of  Missouri. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

To  amend  Sections  2,  19,  25(a),  and  25(0,  and  enact  Section  1(a),  25(c)(3),  25(cK4),  25(c)(5),  and  25(c)(6)  of  Article  V  of  the 
Constitution  of  Missouri  to  read  as  follows: 

Section  1(a).  1.  Judges  of  the  supreme  court  and  court  of  appeals  shall  be  elected. 

2.  The  election  of  judges  derives  from  the  principle  that  all  political  power  is  vested  in  and  derived  from  the  people,  and  all 
government  of  right  originates  from  the  people,  is  founded  upon  their  will  only,  and  is  instituted  solely  for  the  good  of  the  whole,  and 
further,  that  all  courts  of  justice  shall  be  open  to  every  person  without  sale,  denial,  or  delay.  Judges  shall  therefore  be  accountable  to 
the  citizens  of  this  state,  this  constitution,  and  the  United  States  Constitution,  and  not  beholden  to  any  particular  alliance  of  lawyers, 
judges,  or  interest  groups.  To  accomplish  this  purpose,  as  set  forth  in  sections  25(a)  through  (g).  judges  of  the  supreme  court  and 
court  of  appeals  shall  henceforth  stand  for  election,  and  shall  no  longer  be  selected  by  the  governor  from  nominations  made  by 
commissions  of  lawyers,  judges,  and  the  governor's  chosen  appointees.  Voters  in  most  circuits  shall  continue  to  have  the  ability  to 
choose  the  method  by  which  circuit  and  associate  circuit  judges  are  selected.  Sections  25(a)  through  (g)  shall  be  known  as  the 
"Missouri  Judicial  Fairness  and  Accountability  Plan." 

Section  2.  The  supreme  court  shall  be  the  highest  court  in  the  state.  Its  jurisdiction  shall  be  coextensive  with  the  state.  Its  decisions 
shall  be  controlling  in  all  other  courts.  It  shall  be  composed  of  [seven]  nine  judges,  who  shall  hold  their  sessions  in  Jefferson  City  at 
times  fixed  by  the  court. 

Section  19.  Judges  of  the  supreme  court  and  of  the  court  of  appeals  shall  be  selected  for  terms  of  [twelve]  eight  years,  judges  of  the 
circuit  courts  for  terms  of  six  years,  and  associate  circuit  judges  for  terms  of  four  years. 

Section  25(a).  Whenever  a  vacancy  shall  occur  in  the  office  of  [judge  of  any  of  the  following  courts  of  this  state,  to  wit:  The  supreme 
court,  the  court  of  appeals,  or  in  the  office  of]  circuit  or  associate  circuit  judge  within  the  city  of  St.  Louis  and  Jackson  County,  the 
governor  shall  fill  such  vacancy  by  appointing  one  of  three  persons  possessing  the  qualifications  for  such  office,  who  shall  be 
nominated  and  whose  names  shall  be  submitted  to  the  governor  by  a  nonpartisan  judicial  commission  established  and  organized  as 
hereinafter  provided.  If  the  governor  fails  to  appoint  any  of  the  nominees  within  sixty  days  after  the  list  of  nominees  is  submitted,  the 
nonpartisan  judicial  commission  making  the  nomination  shall  appoint  one  of  the  nominees  to  fill  the  vacancy.  Whenever  a  vacancy 
shall  occur  in  the  office  of  judge  of  the  supreme  court  or  court  of  appeals,  it  shall  be  filled  at  the  next  general  election,  and  any  judge 
so  elected  shall  serve  beginning  January  first  for  the  remainder  of  the  unexpired  term,  or.  if  the  original  term  will  have  expired  on  the 
December  thirty-first  immediately  following  the  election,  for  a  new  term.  If  the  vacancy  occurs  in  a  general  election  year  at  such  time 
that  it  is  impossible  to  observe  the  laws  providing  for  party  and  independent  nominations,  then  the  vacancy  shall  be  promptly  filled 
under  article  4.  section  4  of  this  constitution  and  such  appointee  shall  hold  the  office  until  December  thirty-first  immediately  after  the 
next  general  election  at  which  the  primary  and  nomination  process  can  occur,  at  which  election  the  remainder  of  the  unexpired  term 
shall  be  filled  beginning  January  first,  or.  if  the  term  will  have  expired  on  the  December  thirty-First  immediately  following  the 
election,  a  judge  shall  be  elected  for  a  new  term. 

Section  25(c)(3).  Judges  of  the  court  of  appeals  and  supreme  court  shall  be  elected  at  the  general  election  by  the  voters  eligible  to  vote 
within  the  appellate  district  of  the  seat  being  elected  as  set  forth  in  sections  25(c)(4)  and  25(c)(5).  Except  as  set  forth  in  section  25(a). 
they  shall  hold  office  for  a  term  expiring  December  thirty-first  in  the  eighth  year  after  their  election.  The  provisions  of  sections 
25(c)(  1 )  and  25(c)(2)  shall  not  apply  to  court  of  appeals  or  supreme  court  judges. 

Section  25(c)(4).  Supreme  court  judges  shall  be  elected  as  follows.  If  the  general  assembly  has  provided  by  law  for  three  appellate 
districts,  three  supreme  court  judges  shall  be  elected  from  each  court  of  appeals  district  by  the  voters  eligible  to  vote  within  that 
district,  but  if  fewer  or  greater  than  three  court  of  appeals  districts  are  established  or  the  geographical  boundaries  of  the  districts 
change  such  that  the  following  divisions  cannot  be  made,  then  districts  shall  be  as  established  by  law,  or  if  no  law  timely  establishes 
districts,  elections  for  all  supreme  court  seats  shall  be  at  large.  Seats  E 1 .  E2.  and  E3  shall  be  elected  from  the  court  of  appeals  district 
which  includes  the  City  of  St.  Louis.  Seats  SI.  S2.  and  S3  shall  be  elected  from  the  court  of  appeals  district  which  includes  the  City  of 
Springfield.  Seats  Wl.  W2.  and  W3  shall  be  elected  from  the  court  of  appeals  district  which  includes  the  City  of  Kansas  City.  Seats 
El.  SI.  and  Wl  shall  be  known  as  "Class  1"  and  elected  in  2016  and  every  eighth  successive  year.  Seats  and  E2.  S2.  and  W2  shall  be 
known  as  "Class  2"  and  elected  in  2018  and  every  eighth  successive  year.  Seats  E3.  S3,  and  W3  shall  be  known  as  "Class  3"  and 
elected  in  2020  and  every  eighth  successive  year.  Supreme  court  judges  shall  be  residents  of  the  appellate  district  from  which  they  are 
elected  no  later  than  the  day  of  their  election. 


Section  25(c)(5).  The  following  transition  provisions  shall  apply.  1.  Those  supreme  court  judges  holding  office  as  of  9:00  a.m.  on 
December  5.  2014.  shall  not  be  required  to  reside  in  any  particular  appellate  district  but  on  that  date  shall  nonetheless  be  assigned  the 
following  seat  designations  for  purposes  of  implementing  elections  and  filling  vacancies.  The  seat  designations  shall  be  assigned 
beginning  with  Class  3,  following  with  Class  2.  and  ending  if  necessary  with  Seat  Wl  of  Class  1.  and  within  each  class,  beginning 
with  Seat  W.  followed  by  Seat  S.  and  ending  with  Seat  E.  The  seat  designations  will  be  assigned  to  judges  holding  office  on 
December  5.  2014.  using  the  following  criteria.  First,  beginning  with  Seat  W3.  seats  will  be  assigned  to  judges  who  have  been 
retained  by  the  voters,  and  of  those,  beginning  with  the  judge  most  recently  retained.  For  judges  retained  at  the  same  time,  the  judge 
having  served  the  least  amount  of  time  on  the  supreme  court  shall  take  precedence.  After  all  judges  who  have  been  retained  have  been 
assigned  seats,  judges  who  have  been  appointed  shall  be  assigned,  with  judges  most  recently  appointed  to  take  precedence.  If  all 
judges  who  have  been  retained  or  appointed  have  been  assigned  seats,  and  it  appears  that  one  or  more  supreme  court  seats  was  vacated 
before  December  5.  2014  but  remained  unfilled  by  9:00  a.m.  on  December  5.  2014.  these  vacancies  will  be  immediately  assigned  a 
class  and  seat,  using  the  order  set  forth  in  this  section  until  all  seats  through  Seat  Wl  are  filled,  and  in  assigning  seat  designations  to 
vacancies,  vacancies  created  by  a  judge  whose  last  name  is  first  in  alphabetical  order  will  have  precedence.  A  seat  held  by  any  judge 
who  lost  a  retention  election  in  the  2014  general  election  shall  be  treated  as  vacant  solely  for  purposes  of  assigning  a  class  and  seat 
under  this  transition  provision,  even  though  the  judge  shall  hold  office  until  December  31.  2014.  and  the  seat  shall  be  treated  as  vacant 
for  purposes  of  section  25(a)  on  January  1.  2015.  and  thereafter  filled  under  the  provisions  of  that  section.  Seats  El  and  SI  shall  be 
filled  by  election  in  2016  and  until  those  judges  take  office,  the  court  shall  consist  of  seven  members. 

2.  Court  of  appeals  judges  who  were  last  retained  in  the  2004  or  2006  general  elections,  or  the  successors  to  vacancies  left  by  such 
judges,  shall  stand  in  the  2016  general  election,  court  of  appeals  judges  who  were  last  retained  in  the  2008  or  2010  general  elections, 
or  the  successors  to  vacancies  left  by  such  judges,  shall  stand  in  the  2018  general  election,  and  court  of  appeals  judges  who  were  last 
retained  in  the  2012  or  2014  general  elections,  or  the  successors  to  vacancies  left  by  such  judges,  shall  stand  in  the  2020  general 
election.  The  candidate  elected  in  each  such  election  shall  serve  for  the  term  prescribed  by  section  19.  and  every  succeeding  eight 
years,  a  new  election  shall  be  held  for  that  judicial  office.  Court  of  appeals  judges  first  eligible  for  retention  in  the  2016  general 
election  under  the  immediately  prior  version  of  section  25(c)(1).  which  was  effective  until  the  close  of  December  4.  2014.  shall  stand 
for  election  in  the  2016  general  election.  Any  seat  held  by  a  court  of  appeals  judge  who  loses  a  retention  election  in  the  2014  general 
election  shall  be  treated  as  vacant  on  January  I.  2015.  and  shall  thereafter  be  filled  under  the  provisions  of  section  25(a). 

3.  A  supreme  court  or  court  of  appeals  vacancy  that  opened  before  December  5.  2014  but  that  was  not  yet  filled  as  of  9:00  a.m.  that 
day  shall  not  be  filled  by  the  appointment  of  the  governor  or  Appellate  Judicial  Commission,  but  shall  instead  be  filled  by  special 
election  in  2016  under  the  provisions  of  section  25(a). 

4.  The  transition  provisions  of  this  section  25(c)(5)  shall  be  severable  from  the  remainder  of  section  25(a)  through  (g). 

Section  25(c)(6).  1 .  Elections  for  the  offices  of  judge  of  the  supreme  court  and  court  of  appeals  shall  be  partisan  elections. 

2.  All  declarations  for  candidacy  for  the  offices  of  judge  of  the  supreme  court  and  court  of  appeals  shall  be  filed  in  the  office  of  the 
secretary  of  state. 

3.  Political  parties  shall  nominate  party  candidates  for  supreme  court  or  court  of  appeals  judge  using  the  same  procedures  the  laws 
provide  for  candidates  for  governor.  Additionally,  groups  of  voters  may  nominate  independent  candidates,  and  the  Appellate  Judicial 
Commission  may  nominate  one  person  who  is  not  a  sitting  judge  and  who  is  not  and  does  not  become  the  candidate  of  any  political 
party  in  the  primary  or  general  election.  The  person  so  nominated  by  a  group  of  voters  or  the  Appellate  Judicial  Commission  may 
qualify  as  an  independent  candidate  in  the  general  election  using  the  same  procedures  the  laws  provide  for  candidates  for  governor, 
except  that  the  nominating  petition  must  be  signed  by  at  least  thirty  thousand  registered  voters  in  the  appellate  district,  or  two  percent 
of  the  voters  who  voted  in  the  appellate  district  in  the  last  election  for  govemor.  whichever  is  less.  Notwithstanding  the  provisions  of 
section  25(d).  the  governor  shall  have  no  power  to  appoint  to  any  judicial  office  any  person  selected  by  the  Appellate  Judicial 
Commission. 

4.  Unless  otherwise  provided  by  law,  primary  and  general  elections  for  the  offices  of  judge  of  the  supreme  court  and  court  of  appeals 
shall  be  held  in  the  same  manner  as  elections  for  govemor.  Contests  to  the  results  of  an  election  under  this  section,  whether  on  the 
basis  of  qualification,  irregularity,  or  other  cause,  or  for  recount  other  than  any  automatic  recount  as  may  be  provided  by  law,  shall  be 
heard  and  determined  in  the  same  manner  as  contested  elections  for  govemor  unless  otherwise  provided  by  law. 

5.  The  provisions  of  this  section  25(c)(6)  shall  be  severable  from  the  remainder  of  section  25(a)  through  (g). 

Section  25(0-  No  judge  of  any  court  in  this  state,  appointed  or  elected  to  or  retained  in  office  in  the  manner  prescribed  in  sections 
25(a)-(g),  shall  directly  or  indirectly  make  any  contribution  to  or  hold  any  office  in  a  political  party  or  organization,  or  take  part  in  any 
political  campaign.  A  judge  or  judicial  candidate  may  announce  his  or  her  views  on  disputed  legal  or  political  issues  provided  that  the 
judge  or  judicial  candidate  does  not  make  pledges  or  promises  to  render  specific  rulings  or  decisions  on  pending  litigation.  Judicial 
candidates  and  judges  who  are  judicial  candidates  shall  be  allowed  to  solicit,  receive  and  make  campaign  contributions,  and  make  and 
receive  the  benefit  of  campaign  expenditures  for  their  own  campaigns  as  may  be  provided  by  law.  Nothing  herein  shall  preclude  the 
application  of  laws  or  rules  of  the  supreme  court  governing  judicial  participation  in  specific  cases  based  on  a  judge's  political  activity 
with  respect  to  the  subject  matter  or  parties.  The  provisions  of  this  section  25(0  shall  be  severable  from  the  remainder  of  section  25(a) 
through  (g).  except  that  nothing  shall  prohibit  a  candidate  for  the  supreme  court  or  court  of  appeals  from  making  or  accepting 
contributions  to  or  taking  part  in  his  or  her  own  political  campaign. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)  751-2301 


August  26,  2013 


RECEIVED 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


AUG  2  6  2013 

STATE  AUDITORS  OFF/CE 


Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  John  Elliott  regarding  a  proposed  constitutional 
amendment  to  Article  V,  version  2  (2014-048) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  John  Elliott  on  August  23, 2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1767  •  Jefferson  City,  Missouri  •65102 
www.sos.mo.gov 


RECEIVED 


County  _ 
Page  No. 


It  is  a  clasi  A  misdemeanor  punisliabie,  notwitlistanding  ttfiift)V|iA|^$2f3<ctip^^6^25  S^Mo,  to  tlie  contrary,  for  a  term  of  imprisonment  not  to  exceed  one  year  in 
tlie  county  jail  or  a  fine  not  to  exceed  ten  tliousand  dollars  or  boln,  for  anyone  to  sign  any  initiative  petition  witli  any  name  other  tlian  liis  or  tier  own,  or  Itnowingly  to 
sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  l(nows  he  or  she  is  not  a  registered  voter. 

,IJ!jl.TlATlVE'PE!nT10N 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state!o^^gj<y©rlO STAT  E 

We,  the  undersigned,  registered  voters  of  the  state  of  Missoi(£^1tnd  County  (or  city  of  St.  Louis),  respectfully  order  that  the  following 

proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis),  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1  live  are  correctly  written  after 

my  name. 

[OFFICIAL  BALLOT  TITLE  TO  BE  PLACED  HERE) 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF  . 
I,  


,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


Name  (signature) 


DATE 
SIGNED 


REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 


ZIP 

CODE 


CON. 
DIST. 


NAME  (Printed  or  Typed) 


2. 


3. 


4. 


6. 


7. 


9. 


10. 


signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence,  I  believe  that  each  has  stated  his  or  her  name,  registered 
voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and  County. 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  

Signature  of  Affiant 

  (person  obtaining  signatures) 

Signature  of  Notary 


Notary  Public  (Seal) 


Address  of  Notary 


My  commission  expires 


Address  of  AfTiant 


NOTICE:  You  are  advised  that  in  addition  to  the  express  amendments,  repeals,  and  modifications  as  set  forth  below,  this  proposal 
may  repeal,  change  or  modify  by  implication,  or  may  be  construed  by  some  persons  to  repeal,  change  or  modify  by  implication. 
Article  IV,  section  4,  and  Article  V,  Sections  8,  20,  25(c)(1),  25(c)(2),  25(d),  and  25(g)  of  the  Constitution  of  Missouri. 

Be  it  resolved  by  the  people  of  the  slate  of  Missouri  that  the  Constitution  be  amended: 

To  amend  Sections  2,  19,  25(a),  and  25(f),  and  enact  Section  1(a).  25(c)(3),  25(cX4),  25(c)(5),  and  25(c)(6)  of  Article  V  of  the 
Constitution  of  Missouri  to  read  as  follows: 

Section  1(a).  1 .  Judges  of  the  supreme  court  and  court  of  appeals  shall  be  elected.  > 

2.  The  election  of  judges  derives  from  the  principle  that  all  political  power  is  vested  in  and  derived  from  the  people,  and  all 
eovemment  of  right  originates  from  the  people,  is  founded  upon  their  will  only,  and  is  instituted  solely  for  the  good  of  the  whole,  and 
further,  that  all  courts  of  justice  shall  be  open  to  every  person  without  sale,  denial,  or  delay.  Judges  shall  therefore  be  accountable  to 
the  citizens  of  this  state,  this  constitution,  and  the  United  States  Constitution,  and  not  beholden  to  any  particular  alliance  of  lawyers, 
iudges.  or  interest  groups.  To  accomplish  this  purpose,  as  set  forth  in  sections  25(a)  through  (g).  judges  of  the  supreme  court  and  court 
of  appeals  shall  henceforth  stand  for  election,  and  shall  no  longer  be  selected  by  the  governor  from  nominations  made  by  commissions 
of  lawyers,  iudges.  and  the  governor's  chosen  appointees.  Voters  in  most  circuits  shall  continue  to  have  the  ability  to  choose  the 
method  by  which  circuit  and  associate  circuit  judges  are  selected.  Sections  25(a)  through  (g)  shall  be  known  as  the  "Missouri  Judicial 
Fairness  and  Accountability  Plan." 

Section  2.  The  supreme  court  shall  be  the  highest  court  in  the  state.  Its  jurisdiction  shall  be  coextensive  with  the  state.  Its  decisions 
shall  be  controlling  in  all  other  courts.  It  shall  be  composed  of  [seven]  nine  judges,  who  shall  hold  their  sessions  in  Jefferson  City  at 
times  fixed  by  the  court. 

Section  19.  Judges  of  the  supreme  court  and  of  the  court  of  appeals  shall  be  selected  for  terms  of  [twelve]  eight  years,  judges  of  the 
circuit  courts  for  terms  of  six  years,  and  associate  circuit  judges  for  terms  of  four  years. 

Section  25(a).  Whenever  a  vacancy  shall  occur  in  the  office  of  [judge  of  any  of  the  following  courts  of  this  state,  to  wit:  The  supreme 
court,  the  court  of  appeals,  or  in  the  office  of]  circuit  or  associate  circuit  judge  within  the  city  of  St.  Louis  and  Jackson  County,  the 
governor  shall  fill  such  vacancy  by  appointing  one  of  three  persons  possessing  the  qualifications  for  such  office,  who  shall  be 
nominated  and  whose  names  shall  be  submitted  to  the  governor  by  a  nonpartisan  judicial  commission  established  and  organized  as 
hereinafter  provided.  If  the  governor  fails  to  appoint  any  of  the  nominees  within  sixty  days  afler  the  list  of  nominees  is  submitted,  the 
nonpartisan  judicial  commission  making  the  nomination  shall  appoint  one  of  the  nominees  to  fill  the  vacancy.  Whenever  a  vacancy 
shall  occur  in  the  office  of  judge  of  the  supreme  court  or  court  of  appeals,  it  shall  be  filled  at  the  next  general  election,  and  any  judge  so 
elected  shall  serve  beginning  January  first  for  the  remainder  of  the  unexpired  term,  or.  if  the  original  term  will  have  expired  on  the 
December  thirty-first  immediately  following  the  election,  for  a  new  term.  If  the  vacancy  occurs  in  a  general  election  year  at  such  time 
that  it  is  impossible  to  observe  the  laws  providing  for  party  and  independent  nominations,  then  the  vacancy  shall  be  promptly  filled 
under  article  4,  section  4  of  this  constitution  and  such  appointee  shall  hold  the  office  until  December  thirty-first  immediately  after  the 
next  general  election  at  which  the  primary  and  nomination  process  can  occur,  at  which  election  the  remainder  of  the  unexpired  term 
shall  be  filled  beginning  January  first,  or,  if  the  term  will  have  expired  on  the  December  thirty-first  immediately  following  the  election, 
a  judge  shall  be  elected  for  a  new  term. 

Section  25  (c)(3).  Judges  of  the  court  of  appeals  shall  be  elected  at  the  general  election  by  the  voters  eligible  to  vote  within  the 
appellate  district  of  the  judicial  office  being  elected,  and  iudges  of  the  supreme  court  shall  be  elected  at  the  general  election  by  the 
voters  eligible  to  vote,  as  set  forth  in  sections  25(c)(4)  and  25(c)(5).  Except  as  set  forth  in  section  25(a).  they  shall  hold  office  for  a 
term  expiring  December  thirty-first  in  the  eighth  year  after  their  election.  The  provisions  of  sections  25(c)(1)  and  25(c)(2)  shall  not 
apply  10  court  of  appeals  or  supreme  court  judges. 

Section  25(c)(4).  Supreme  court  iudges  shall  be  elected  as  follows.  If  the  general  assembly  has  established  by  law  eight  congressional 
districts,  one  supreme  court  judge  who  shall  be  a  resident  of  that  district  on  the  day  of  his  or  her  election  shall  be  elected  from  each 
congressional  district  by  the  voters  eligible  to  vote  within  that  district,  and  notwithstanding  section  8,  one  supreme  court  judge  shall  be 
elected  at  large.  If  nine  congressional  districts  have  been  established  by  law,  then  one  supreme  court  judge  shall  be  elected  from  each 
district  and  the  chief  judge  shall  be  elected  from  among  the  judges  as  set  forth  in  section  8.  If  fewer  than  eight  or  more  than  nine 
congressional  districts  are  established,  then  districts  for  the  election  of  supreme  court  judges  shall  be  as  established  by  law,  or  if  no  law 
timely  establishes  supreme  court  or  congressional  districts,  elections  for  all  seats  shall  be  elected  at  large.  If  supreme  court  judges  are 
elected  from  congressional  districts,  then  judges  shall  hold  numbered  seals  to  match  the  numbers  assigned  to  the  congressional  districts 
from  which  they  are  elected,  beginning  with  1  and  ending  with  either  8  or  9.  If  there  are  eight  congressional  seats:  Seat  9  shall  be  the 
seat  of  the  chief  judge,  to  be  elected  at  large;  Seats  1.  8.  and  9  shall  be  elected  in  2016  and  every  eighth  successive  year;  Seats  2.  3.  and 
4  shall  be  elected  in  2018  and  every  eighth  successive  year;  and  Seats  5.  6.  and  7  shall  be  elected  in  2020  and  every  eighth  successive 
year.  If  and  for  so  long  as  there  are  nine  congressional  seats.  Seat  9  shall  be  elected  by  the  voters  of  the  ninth  congressional  district  in 
2024  and  every  eighth  successive  year. 


Section  25  (c)(5).  The  following  transition  provisions  shall  apply.  1.  Those  supreme  court  judges  holding  office  as  of  9:00  a.m.  on 
December  5.  2014,  shall  not  be  required  to  reside  in  any  particular  congressional  district  but  on  that  date  shall  nonetheless  be  assigned 
the  following  seat  designations  for  purposes  of  implementing  elections  and  filling  vacancies.  The  seats  shall  be  assigned  in  the 
following  order:  7,  6,  5.  4.  3,  2,  1.  The  seats  will  be  assigned  to  judges  holding  office  on  December  5.  2014.  using  the  following 
criteria.  First,  beginning  with  Seat  7,  seats  will  be  assigned  to  judges  who  have  been  retained  by  the  voters,  and  of  those,  beginning 
with  the  judge  most  recently  retained.  For  judges  retained  at  the  same  time,  the  judge  having  served  the  least  amount  of  time  on  the 
supreme  court  shall  take  precedence.  After  all  judges  who  have  been  retained  have  been  assigned  seats,  judges  who  have  been 
appointed  shall  be  assigned,  with  judges  most  recently  appointed  to  take  precedence.  If  all  judges  who  have  been  retained  or  appointed 
have  been  assigned  seats,  and  it  appears  that  one  or  more  supreme  court  seats  was  vacated  before  December  5.  2014  but  remained 
unfilled  by  9:00  a.m.  on  December  5.  2014.  these  vacancies  will  be  immediately  assigned  a  seat,  using  the  order  set  forth  in  this  section 
until  all  seats  between  7  and  1  are  filled,  and  in  assigning  seat  designations  to  vacancies,  vacancies  created  by  a  judge  whose  last  name 
was  first  in  alphabetical  order  will  have  precedence.  A  seat  held  by  any  judge  who  lost  a  retention  election  in  the  2014  general  election 
shall  be  treated  as  vacant  solely  for  purposes  of  assigning  a  seat  under  this  transition  provision,  even  though  the  judge  shall  hold  office 
until  December  31.  2014.  and  the  seat  shall  be  treated  as  vacant  for  purposes  of  section  2S(a)  on  January  1.  2015.  and  thereafter  filled 
under  the  provisions  of  that  section.  Seats  8  and  9  shall  be  filled  by  election  in  2016  and  until  those  judges  take  office,  the  court  shall 
consist  of  seven  members. 

2.  Court  of  appeals  judges  who  were  last  retained  in  the  2004  or  2006  general  elections,  or  the  successors  to  vacancies  left  by  such 
judges,  shall  stand  in  the  2016  general  election,  court  of  appeals  judges  who  were  last  retained  in  the  2008  or  2010  general  elections,  or 
the  successors  to  vacancies  left  by  such  judges,  shall  stand  in  the  2018  general  election,  and  court  of  appeals  judges  who  were  last 
retained  in  the  2012  or  2014  general  elections,  or  the  successors  to  vacancies  left  by  such  judges,  shall  stand  in  the  2020  general 
election.  The  candidate  elected  in  each  such  election  shall  serve  for  the  term  prescribed  by  section  19.  and  every  succeeding  eight 
years,  a  new  election  shall  be  held  for  that  judicial  office.  Court  of  appeals  judges  first  eligible  for  retention  in  the  2016  genera! 
election  under  the  immediately  prior  version  of  section  25(c)(1).  which  was  effective  until  the  close  of  December  4.  2014.  shall  stand 
for  election  in  the  2016  general  election.  Any  seat  held  by  a  court  of  appeals  judge  who  loses  a  retention  election  in  the  2014  general 
election  shall  be  treated  as  vacant  on  January  1,  2015,  and  shall  thereafter  be  filled  under  the  provisions  of  section  25(a). 

3.  A  supreme  court  or  court  of  appeals  vacancy  that  opened  before  December  5,  2014  but  that  was  not  vet  filled  as  of  9:00  a.m.  that 
day  shall  not  be  filled  by  the  appointment  of  the  governor  or  Appellate  Judicial  Commission,  but  shall  instead  be  filled  by  special 
election  in  2016  under  the  provisions  of  section  25(a). 

4.  The  transition  provisions  of  this  section  25(c)(5)  shall  be  severable  from  the  remainder  of  section  25(a)  through  (g). 

Section  25(c)(6).  1 .  Elections  for  the  offices  of  judge  of  the  supreme  court  and  court  of  appeals  shall  be  partisan  elections  conducted 
as  follows. 

2.  All  declarations  for  candidacy  for  the  offices  of  judge  of  the  supreme  court  and  court  of  appeals  shall  be  filed  in  the  office  of  the 
secretary  of  state. 

3.  Political  parties  shall  nominate  party  candidates  for  supreme  court  or  court  of  appeals  judge  using  the  same  procedures  the  laws 
provide  for  candidates  for  governor.  Additionally,  groups  of  voters  may  nominate  independent  candidates,  and  the  Appellate  Judicial 
Commission  may  nominate  one  person  who  is  not  a  sitting  judge  and  who  is  not  and  does  not  become  the  candidate  of  any  political 
party  in  the  primary  or  general  election.  The  person  so  nominated  by  a  group  of  voters  or  the  Appellate  Judicial  Commission  may 
qualify  as  an  independent  candidate  in  the  general  election  using  the  same  procedures  the  laws  provide  for  candidates  for  governor. 
except  that  the  nominating  petition  must  be  signed  by  at  least  thirty  thousand  registered  voters  in  the  applicable  appellate  or 
congressional  district,  or  two  percent  of  the  voters  who  voted  in  the  applicable  appellate  or  congressional  district  in  the  last  election  for 
governor,  whichever  is  less,  or  in  the  case  of  an  election  for  chief  judge,  the  petition  shall  be  signed  by  at  least  fifty  thousand  registered 
voters.  Notwithstanding  the  provisions  of  section  25(d),  the  governor  shall  have  no  power  to  appoint  to  any  judicial  office  any  person 
selected  by  the  Appellate  Judicial  Commission. 

4.  Unless  otherwise  provided  by  law,  primary  and  general  elections  for  the  offices  of  judge  of  the  supreme  court  and  court  of  appeals 
shall  be  held  in  the  same  manner  as  elections  for  governor.  Contests  to  the  results  of  an  election  under  this  section,  whether  on  the 
basis  of  qualification,  irregularity,  or  other  cause,  or  for  recount  other  than  any  automatic  recount  as  may  be  provided  by  law,  shall  be 
heard  and  determined  in  the  same  manner  as  contested  elections  for  governor  unless  otherwise  provided  by  law. 

5.  The  provisions  of  this  section  25(c)(6)  shall  be  severable  from  the  remainder  of  section  25(a)  through  (g). 

Section  25(f)-  No  judge  of  any  court  in  this  state,  appointed  or  elected  to  or  retained  in  office  in  the  manner  prescribed  in  sections 
25(a)-(g),  shall  directly  or  indirectly  make  any  contribution  to  or  hold  any  office  in  a  political  party  or  organization,  or  take  part  in  any 
political  campaign.  Notwithstanding  the  foregoing,  a  judge  or  judicial  candidate  may  announce  his  or  her  views  on  disputed  legal  or 
political  issues  provided  that  the  judge  or  judicial  candidate  does  not  make  pledges  or  promises  to  render  specific  rulings  or  decisions 
on  pending  litigation.  Judicial  candidates  and  judges  who  are  judicial  candidates  shall  be  allowed  to  solicit,  receive  and  make  campaign 
contributions,  and  make  and  receive  the  benefit  of  campaign  expenditures,  for  their  own  campaigns  as  may  be  provided  by  law. 
Nothing  herein  shall  preclude  the  application  of  laws  or  rules  of  the  supreme  court  governing  judicial  participation  in  specific  cases 
based  on  a  judge's  political  activity  with  respect  to  the  subject  matter  or  parties.  The  provisions  of  this  section  25(f)  shall  be  severable 
from  the  remainder  of  section  25(a)  through  (g).  except  that  nothing  shall  prohibit  a  candidate  for  the  supreme  court  or  court  of  appeals 
from  making  or  accepting  contributions  to  or  taking  part  in  his  or  her  own  political  campaign. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


September  26,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

SEP  2  6  2013 

STATE  AUDITORS  OFRCE 


RE:     Petition  approval  request  from  Bradley  Ketcher  regarding  a  proposed  amendment  to  the 
Revised  Statutes  of  Missouri,  version  2  (2014-051) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised 
Statutes  of  Missouri  filed  by  Bradley  Ketcher  on  September  25,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332.  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1 767  •  Jefferson  City,  Missouri  •65102 
www.sos.mo.gov 


County  

\  Page  No 


II  IS  a  class  A  misdemeanor  punishable.  no<wiihslanding  the  provisions  of  section  560.021,  RSMo.  to  the  contrary,  for  a  term  of  impnsoniji^iRxiridliAc^nt^car  in  the  county 
jail  or  a  fine  no!  to  exceed  ten  thousand  dollars  or  bolh,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her  own.  or  kn"owingly  to  sign  his  or  her  name  more 
than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  votoi-  . . 

?0I3SEP25  PH  2:1+1 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander.  .Secretary  of  Stale  for  the  state  of  Missouri:  .    ,    '  l-"^ 

We,  the  undenigned.  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St  Louis),  respectfulJ^ttri^lMMhii^fifiiiSIIlSLjiGtiosed  law  shall 

besubmiltcd  to  the  voters  of  the  slate  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4'' day  of  NiWmber,  2014.  and  each  for  himself  or  herself 

says:  I  have  persimally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis):  my  registered  voting 

address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  liALLOT  TITLE] 


CIRCULATOR  S  AFFIDAVIT 
STATE  OF  MISSOURI,  CXJUNTY  OF  


I,  ,  being  first  duly  swoni.  say  (pniil  or  type  names  of  signers) 


NAME 
(Signature) 

Dale 

Signed 

REGISTERED  VOTING  ADDRESS 
(Street)                     (City.  Town  or  Village) 

Zip 
Code 

Coogr 
Dist 

NAME 
(Printed  or  Typed) 

1 

/  / 

- 

2. 

/  / 

3. 

/  / 

4 

/  / 

5. 

/  / 

6 

/  / 

7. 

/  / 

8 

/  / 

1 

9 

/  / 

10 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  preienee:  I  believe  that  each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or 

village  coiTcclly.  and  thai  each  signer  is  a  regislcrcd  voler  of  the  slate  of  Missouri  and  County 


Signature  of  AfRant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  .  AJJ.  . 


Signature  of  Notary 
Address  of  Notary: 

Notary  Public  (Seal)   

My  commission  expires  


Be  it  enacted  by  the  people  of  the  state  of  Missouri:  R  E  C  ^' !  V  ^.  \) 

Section  A.  Sections  172.030,  172.035,  172.037,  172.040,  172.060,  J^'f  fWi^kWJ^.  i^f.^Z^o 
174.300  1  74.332,  174.450,  174.453,  174.610,  174.620,  174.621,  175.020  1  75.021  175.023 
1 75. 030,  1 78. 632,  1 78. 633  are  amended  to  read  as  follows:  >0      •  '7/' 


1 72.030.  L  The  board  of  curators  of  the  University  of  the  state  of  Missour^^fi^i^grfdf^Snsist 
of  nine  members,  who  shall  be  appointed  by  the  governor,  by  and  with  the  advice  and  consent  of 
the  senate;  provided,  that  at  least  one  but  no  more  than  two  shall  be  appointed  upon  said  board 
from  each  congressional  district,  and  no  person  shall  be  appointed  a  curator  who  shall  not  be  a 
citizen  of  the  United  States,  and  who  shall  not  have  been  a  resident  of  the  state  of  Missouri  two 
years  next  prior  to  his  appointment,  except  for  the  nonpartisan  student  curator,  who  shall  be 
subject  to  the  requirements  of  section  172.035.  Not  more  than  five  curators  shall  belong  to  any 
one  political  party.  Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section 
relating  to  a  change  in  the  composition  and  configuration  of  congressional  districts  in  this  state 
shall  prohibit  a  member  who  is  serving  a  term  on  August  28, 20 11,  from  completing  his  or  her 
term. 

2.  One  member  of  the  board  shall  be  a  nonpartisan  student  curator  who  shall  have  the  right  to 
vote  on  the  setting  of  tuition  and  fees  and  any  other  matter  before  the  board.  The  nonpartisan 
student  curator  may  be  from  any  congressional  district,  and  his  or  her  congressional  district  may 
be  the  same  as  another  member  of  the  board.  The  first  nonpartisan  student  curator  shall  be 
appointed  by  January  31,  2015.  The  nonpartisan  student  curator  shall  serve  a  two-year  term 
provided  the  person  maintains  the  status  of  a  full-time  student.  The  first  nonpartisan  student 
curator  appointed  under  this  subsection  shall  replace  the  non-voting  student  representative 
previously  appointed  under  172.035,  who  shall  serve  until  such  replacement.  The  nonpartisan 
student  curator  shall  be  appointed  in  the  manner  prescribed  in  section  172.035,  and  he  or  she 
shall  meet  all  other  requirements  of  section  172.035. 

1 72.035.  1 .  The  governor  shall,  by  and  with  the  advice  and  consent  of  the  senate,  appoint  a 
nonpartisan  student  [representative]  curator  to  the  board  of  curators  of  the  University  of 
Missouri,  who  shall  attend  all  meetings  and  participate  in  all  deliberations  of  the  board.  [Such 
student  representative  shall  not  have  the  right  to  vote  on  any  matter  before  the  board.] 

2.  Such  nonpartisan  student  [representative]  curator  shall  be  a  full-time  student  at  the  university 
as  defined  by  the  board,  selected  from  a  panel  of  three  names  submitted  to  the  governor  by  the 
student  government  presidents  of  the  campuses  of  the  university,  a  citizen  of  the  United  States, 
and  a  resident  of  the  state  of  Missouri.  No  person  may  be  appointed  who  is  not  actually  enrolled 
during  the  term  of  such  person's  appointment  as  a  student  at  the  University  of  Missouri. 

3.  The  term  of  the  nonpartisan  student  [representative]  curator  shall  be  two  years,  except  that  the 
person  first  appointed  shall  serve  until  January  1,  [1986]  2016  and  attend  the  campus  of  the 
previous  non-voting  student  representative. 

4.  If  a  vacancy  occurs  for  any  reason  in  the  position  of  nonpartisan  student  [representative] 
curator,  the  governor  shall  appoint  a  replacement  who  meets  the  qualifications  set  forth  in 
subsection  2  of  this  section  and  who  shall  serve  until  the  nonpartisan  student  [representative's] 
curator's  successor  is  appointed  and  qualified. 

5.  If  the  nonpartisan  student  [representative]  curator  ceases  to  be  a  student  at  the  University  of 
Missouri,  or  a  resident  of  the  state  of  Missouri,  or  fails  to  follow  the  board's  attendance  policy, 
the  nonpartisan  student  [representative's]  curator's  position  shall  at  once  become  vacant,  unless 
such  absence  is  caused  by  sickness  or  some  accident  preventing  such  [representative's] 
nonpartisan  student  curator's  arrival  at  the  time  and  place  appointed  for  the  meeting. 

6.  The  nonpartisan  student  [representative]  curator  shall  receive  the  same  reimbursement  for 
expenses  as  other  members  of  the  board  of  curators  receive  pursuant  to  section  1 72.040. 

7.  Appointments  made  under  this  section  shall  be  made  in  rotation  from  each  of  the  four 
campuses  of  the  University  of  Missouri,  beginning  with  a  student  from  the  Columbia  campus, 
next  from  the  Rolla  campus,  next  from  the  Kansas  City  campus,  and  then  from  the  St.  Louis 
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campus.  If,  after  the  effective  date  of  this  act,  the  university  adds  another  campus  or  campuses, 
then  such  campus  or  campuses  shall  be  inserted  into  the  aforementioned  rotation  following  the 
St.  Louis  campus  in  the  order  in  which  such  campus  or  campuses  are  admitted  into  the 
university. 


8.  Unless  alternative  arrangements  for  payment  have  been  made  and  agreed  to  by  the  student  and 
the  university,  the  nonpartisan  student  curator  [representative]  shall  have  paid  all  student  and 
tuition  fees  due  prior  to  such  appointment  and  shall  pay  all  future  student  and  tuition  fees  during 
the  term  of  office  when  such  fees  are  due. 


1 72.037.  1 .  For  the  purposes  of  this  chapter,  confidentiality,  as  determined  by  the  board  and  as 
provided  by  law,  shall  apply  to  all  members  and  representatives  on  the  board. 

2.  Any  member  or  representative  on  the  board  may  recuse  himself  or  herself  from  any 
deliberation  or  proceeding  of  the  board. 

3.  Before  January  1 ,  20 1 5,  upon  a  unanimous  affirmative  vote  of  the  members  of  the  board  who 
are  present  and  who  are  not  student  representatives,  a  given  meeting  closed  pursuant  to  sections 
610.021  and  610.022  shall  be  closed  to  the  student  representative.  This  subsection  shall  expire 
on  January  1,  2015. 

1 72.040.  Except  as  provided  in  subsection  2  of  section  1 72.030  for  nonpartisan  student  curators, 
the  term  of  service  of  the  curators  shall  be  six  years,  the  terms  of  three  expiring  every  two  years; 
the  first  expiration  occurring  on  the  first  day  of  January,  191 1,  and  succeeding  expirations  of 
three  members  every  two  years  thereafter.  Said  curators,  while  attending  the  meetings  of  the 
board,  shall  receive  their  actual  expenses,  which  shall  be  paid  out  of  the  ordinary  revenues  of  the 
university. 

172.060.  Except  as  provided  in  subsection  2  of  section  172.030  for  nonpartisan  student  curators, 
all  appointments  to  fill  vacancies,  except  such  as  may  be  made  to  fill  out  unexpired  terms,  shall 
be  for  the  term  of  six  years,  and  until  the  successors  of  such  appointees  shall  be  appointed  and 
qualified. 

1 74.050.  The  board  of  regents  for  each  college  shall  be  composed  of  seven  regular  members[,] 
and  one  nonpartisan  student  member.  Six  [of  whom]  regular  members  shall  reside  in  the  district 
in  which  the  college  for  which  they  are  appointed  regents  is  situated,  and  at  least  one  member  of 
each  board  shall  be  a  resident  of  the  county  in  which  the  college  for  such  district  is  located.  The 
state  commissioner  of  education  shall  be  an  ex  officio  member  of  each  of  said  boards. 


1 74.055.  1 .  The  governor  shall,  by  and  with  the  advice  and  consent  of  the  senate,  appoint  a 
nonpartisan  student  [representative]  member  to  the  board  of  regents  or  governors  of  each 
educational  institution  referred  to  in  section  1 74.020  who  shall  attend  all  meetings  and 
participate  in  all  deliberations  of  the  board.  Such  nonpartisan  student  [representative]  member 
shall  [not]  have  the  right  to  vote  on  the  setting  of  tuition  and  fees  and  any  matter  before  the 
board.  The  first  nonpartisan  student  member  shall  be  appointed  by  January  31,  2015.  The 
nonpartisan  student  member  shall  serve  a  two-year  term  provided  the  person  maintains  the  status 
of  a  full-time  student.  The  first  nonpartisan  student  member  appointed  under  this  subsection  shall 
replace  the  non-voting  student  representative,  who  shall  serve  until  such  replacement. 

2.  Such  nonpartisan  student  [representative]  member  shall  be  a  full-time  student  at  the  institution 
as  defined  by  the  board,  selected  from  a  panel  of  three  names  submitted  to  the  governor  by  the 
student  government  president,  a  citizen  of  the  United  States,  and  a  resident  of  the  state  of 
Missouri.  No  person  may  be  appointed  who  is  not  actually  enrolled  during  the  term  of  such 
person's  appointment  as  a  student  at  the  institution. 

3.  The  term  of  the  nonpartisan  student  [representative]  member  shall  be  two  years[,  except  that 
the  person  first  appointed  shall  serve  until  January  1,  1986]. 

4.  If  a  vacancy  occurs  for  any  reason  in  the  position  of  nonpartisan  student  [representative] 
member,  the  governor  shall  appoint  a  replacement  who  meets  the  qualifications  set  forth  in 


2 


subsection  2  of  this  section  and  who  shall  serve  until  such  [representative's]  member's  successor 
is  appointed  and  qualified. 

5.  If  the  nonpartisan  student  [representative]  member  ceases  to  be  a  student  at  the  institution,  or  a 
resident  of  the  state  of  Missouri,  or  fails  to  follow  the  board's  attendance  policy,  the  nonpartisan 
student  [representative's]  member's  position  shall  at  once  become  vacant,  unless  the  nonpartisan 


student  [representative's]  member's  absence  is  caused  by  sickness  or  some  accident  preventing 
the  nonpartisan  student  [representative's]  member's  arrival  at  the  time  and  place  appointed  for 
the  meeting. 

6.  The  nonpartisan  student  [representative]  member  shall  receive  the  same  reimbursement  for 
expenses  as  other  members  of  the  board  of  regents  receive  pursuant  to  section  174.100. 

7.  Unless  alternative  arrangements  for  payment  have  been  made  and  agreed  to  by  the  student  and 
the  educational  institution,  the  nonpartisan  student  [representative]  member  shall  have  paid  all 
student  and  tuition  fees  due  prior  to  such  appointment  and  shall  pay  all  future  student  and  tuition 
fees  during  the  term  of  office  when  such  fees  are  due. 

1 74.070.  Except  for  the  nonpartisan  student  member  appointed  pursuant  to  1 74.055,  the  regents 
shall  hold  their  offices  for  the  term  of  six  years  from  the  first  day  of  January  next  prior  to  their 
confirmation,  and  until  their  successors  are  duly  appointed  and  qualified,  except  such  as  may  be 
appointed  to  fill  a  vacancy,  who  shall  hold  office  for  the  unexpired  term. 

1 74.300.  1 .  Prior  to  October  1 7,  1978,  the  governor  shall,  with  the  advice  and  consent  of  the 
senate,  appoint  a  six-member  board  of  regents  to  assume  the  general  control  and  management  of 
Harris-Stowe  College.  The  members  of  the  board  shall  serve  for  terms  of  six  years  each,  except 
for  the  members  first  appointed,  two  of  whom  shall  serve  two-year  terms,  two  of  whom  shall 
serve  four-year  terms,  and  two  of  whom  shall  serve  six-year  terms.  Not  more  than  three  of  the 
regents  shall  be  affiliated  with  any  one  political  party. 

2.  On  and  after  August  28,  2005,  Harris-Stowe  State  College  shall  be  known  as  Harris-Stowe 
State  University,  and  the  provisions  contained  in  subsection  1  of  this  section  shall  continue  to 
apply  to  the  institution. 

3.  Notwithstanding  the  provisions  of  subsection  1  of  this  section,  after  January  1, 2015,  the  board 
of  regents  of  Harris-Stowe  State  University  shall  include  a  seventh  member  who  shall  be  a 
nonpartisan  student  member  appointed  under  the  procedures  of  1 74.055.  The  nonpartisan 
student  member  shall  have  the  right  to  vote  on  the  setting  of  tuition  and  fees  and  any  other  matter 
before  the  board.  The  first  nonpartisan  student  member  shall  be  appointed  by  January  31, 2015. 
The  nonpartisan  student  member  shall  serve  a  two-year  term  provided  the  person  maintains  the 
status  of  a  full-time  student.  The  first  nonpartisan  student  member  appointed  under  this 
subsection  shall  replace  the  non-voting  student  representative,  who  shall  serve  until  such 
replacement. 

1 74.332.  1 .  Notwithstanding  the  provisions  of  section  1 74.050  to  the  contrary,  the  board  of 
regents  of  Northwest  Missouri  State  University  shall  be  composed  of  nine  members,  eight  of 
whom  shall  be  regular  [voting]  members  and  one  who  shall  be  a  [nonvoting]  nonpartisan  student 
member.  Not  more  than  four  regular  [voting]  members  shall  belong  to  any  one  political  party. 
Not  more  than  two  regular  [voting]  members  shall  be  residents  of  the  same  county.  The 
appointed  members  of  the  board  serving  on  August  28,  2008,  shall  continue  to  serve  until  the 
expiration  of  the  terms  for  which  the  appointed  members  were  appointed  and  until  such  time  a 
successor  is  duly  appointed. 

2.  The  board  of  regents  shall  be  appointed  as  follows: 

(1)  Six  [voting]  regular  members  shall  be  residents  of  the  university's  historic  statutory  service 
region,  as  described  in  section  174.010  and  modified  by  section  174.250,  provided  at  least  one 
regular  member  shall  be  a  resident  of  Nodaway  County; 

(2)  Two  [voting]  regular  members  shall  be  residents  of  a  county  in  the  state  that  is  outside  the 
university's  historic  statutory  service  region,  as  described  in  section  1 74.010  and  modified  by 
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section  1 74.250,  provided  these  two  regular  members  shall  not  be  appointed  from  the  same 
congressional  district;  and 


(3)  One  [nonvoting]  nonpartisan  student  member  shall  be  a  full-time  student  of  the  university,  a 
United  States  citizen,  and  a  resident  of  Missouri.  The  nonpartisan  student  member  shall  be 
appointed  under  the  procedures  of  174.055.  The  nonpartisan  student  member  shall  have  the  right 
to  vote  on  the  setting  of  tuition  and  fees  and  any  other  matter  before  the  board.  The  first 
nonpartisan  student  member  shall  be  appointed  by  January  31, 2015.  The  nonpartisan  student 
member  shall  serve  a  two-year  term  provided  the  person  maintains  the  status  of  a  full-time 
student.  The  first  nonpartisan  student  member  appointed  under  this  subsection  shall  replace  the 
non-voting  student  representative,  who  shall  serve  until  such  replacement. 

3.  A  majority  of  the  [voting]  members  of  the  board  shall  constitute  a  quorum  for  the  transaction 
of  business;  however,  no  appropriation  of  money  nor  any  contract  that  shall  require  any 
appropriation  or  disbursement  of  money  shall  be  made,  nor  teacher  employed  or  dismissed, 
unless  a  majority  of  the  [voting]  members  of  the  board  vote  for  the  same. 

4.  Except  as  specifically  provided  in  this  section,  the  appointments  and  terms  of  office  for  the 
[voting  and  nonvoting]  members  of  the  board,  and  all  other  duties  and  responsibilities  of  the 
board,  shall  comply  with  the  provisions  of  state  law  regarding  boards  of  regents. 

174.450.  1.  Except  as  provided  in  subsection  2  and  subsection  6  of  this  section,  the  governing 
board  of  the  University  of  Central  Missouri,  Missouri  State  University,  Missouri  Southern  State 
University,  Missouri  Western  State  University,  and  of  each  other  public  institution  of  higher 
education  which,  through  the  procedures  established  in  subdivision  (7)  or  (8)  of  section  173.030, 
is  charged  with  a  statewide  mission  shall  be  a  board  of  governors  consisting  of  eight  members, 
composed  of  seven  [voting]  regular  members  and  one  [nonvoting]  nonpartisan  student  member 
as  provided  in  sections  1 74.453  and  1 74.455,  who  shall  be  appointed  by  the  governor  of 
Missouri,  by  and  with  the  advice  and  consent  of  the  senate.  The  nonpartisan  student  member 
shall  be  a  full-time  student  of  the  university,  a  United  States  citizen,  and  a  resident  of  Missouri. 
The  nonpartisan  student  member  shall  be  appointed  under  the  procedures  of  1 74.055.  The 
nonpartisan  student  member  shall  have  the  right  to  vote  on  the  setting  of  tuition  and  fees  and  any 
other  matter  before  the  board.  The  first  nonpartisan  student  member  shall  be  appointed  by 
January  3 1 ,  201 5.  The  nonpartisan  student  member  shall  serve  a  two-year  term  provided  the 
person  maintains  the  status  of  a  full-time  student.  The  nonpartisan  student  member  appointed 
under  this  subsection  shall  replace  the  non-voting  student  representative,  who  shall  serve  until 
such  replacement.  No  person  shall  be  appointed  a  [voting]  regular  member  who  is  not  a  citizen 
of  the  United  States  and  who  has  not  been  a  resident  of  the  state  of  Missouri  for  at  least  two 
years  immediately  prior  to  such  appointment.  Not  more  than  four  [voting]  regular  members  shall 
belong  to  any  one  political  party.  The  appointed  members  of  the  board  of  regents  serving  on  the 
date  of  the  statutory  mission  change  shall  become  members  of  the  board  of  governors  on  the 
effective  date  of  the  statutory  mission  change  and  serve  until  the  expiration  of  the  terms  for 
which  they  were  appointed.  The  board  of  regents  of  any  such  institution  shall  be  abolished  on  the 
effective  date  of  the  statutory  mission  change,  as  prescribed  in  subdivision  (7)  or  (8)  of  section 
173.030. 

2.  The  governing  board  of  Missouri  State  University,  a  public  institution  of  higher  education 
charged  with  a  statewide  mission  in  public  affairs,  shall  be  a  board  of  governors  of  ten  members, 
composed  of  nine  [voting]  regular  members  and  one  [nonvoting]  nonpartisan  student  member, 
who  shall  be  appointed  by  the  governor,  by  and  with  the  advice  and  consent  of  the  senate.  The 
nonpartisan  student  member  shall  be  a  full-time  student  of  the  university,  a  United  States  citizen, 
and  a  resident  of  Missouri.  The  nonpartisan  student  member  shall  have  the  right  to  vote  on  the 
setting  of  tuition  and  fees  and  any  other  matter  before  the  board.  The  first  nonpartisan  student 
member  shall  be  appointed  by  January  31,  2015.  The  nonpartisan  student  member  shall  serve  a 
two-year  term  provided  the  p)erson  maintains  the  status  of  a  full-time  student.  The  first 
nonpartisan  student  member  appointed  under  this  subsection  shall  replace  the  non-voting  student 
representative,  who  shall  serve  until  such  replacement.  The  [nonvoting]  nonpartisan  student 
member  shall  be  a  student  selected  in  the  same  manner  as  prescribed  in  section  174.055.  At  least 
one  but  no  more  than  two  [voting]  regular  members  shall  be  appointed  to  the  board  from  each 
congressional  district,  and  every  member  of  the  board  shall  be  a  citizen  of  the  United  States,  and 
a  resident  of  this  state  for  at  least  two  years  prior  to  his  or  her  appointment.  No  more  than  five 
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[voting]  regular  members  shall  belong  to  any  one  political  party.  The  term  of  office  of  the 
regular  governors  shall  be  six  years,  except  as  provided  in  this  subsection.  The  term  of  office  for 
those  appointed  hereafter  shall  end  January  first  in  years  ending  in  an  odd  number.  For  the  six 
[voting]  regular  members'  terms  that  expired  in  201 1,  the  successors  shall  be  appointed  in  the 
following  manner: 

(1)  Of  the  five  [voting]  regular  members'  terms  that  expired  on  August  28,  201 1,  one  successor 
member  shall  be  appointed,  or  the  existing  member  shall  be  reappointed,  to  a  term  that  shall 
expire  on  January  1,  2013; 

(2)  Of  the  five  [voting]  regular  members'  terms  that  expired  on  August  28,  201 1,  two  successor 
members  shall  be  appointed,  or  the  existing  members  shall  be  reappointed,  to  terms  that  shall 
expire  on  January  1 ,  20 1 5; 

(3)  Of  the  five  [voting]  regular  members'  terms  that  expired  on  August  28,  201 1,  two  successor 
members  shall  be  appointed,  or  the  existing  members  shall  be  reappointed,  to  a  term  that  shall 
expire  on  January  1 ,  201 7;  and 

(4)  For  the  [voting]  regular  member's  term  that  expired  on  January  1 ,  201 1 ,  the  successor 
member  shall  be  appointed,  or  the  existing  member  shall  be  reappointed,  to  a  term  that  shall 
expire  on  January  1,  2017. 

Notwithstanding  any  provision  of  law  to  the  contrary,  nothing  in  this  section  relating  to  a  change 
in  the  composition  and  configuration  of  congressional  districts  in  this  state  shall  prohibit  a 
member  who  is  serving  a  term  on  August  28,  201 1,  from  completing  his  or  her  term. 

3.  If  a  [voting]  regular  member  of  the  board  of  governors  of  Missouri  State  University  is  found 
by  unanimous  vote  of  the  other  governors  to  have  moved  such  governor's  residence  from  the 
district  from  which  such  governor  was  appointed,  then  the  office  of  such  governor  shall  be 
forfeited  and  considered  vacant. 

4.  Should  the  total  number  of  Missouri  congressional  districts  be  altered,  all  regular  members  of 
the  board  of  governors  of  Missouri  State  University  shall  be  allowed  to  serve  the  remainder  of 
the  term  for  which  they  were  appointed. 

5.  Should  the  boundaries  of  any  congressional  districts  be  altered  in  a  manner  that  displaces  a 
regular  member  of  the  board  of  governors  of  Missouri  State  University  from  the  congressional 
district  from  which  the  member  was  appointed,  the  member  shall  be  allowed  to  serve  the 
remainder  of  the  term  for  which  the  member  was  appointed. 

6.  The  governing  board  of  Missouri  Southern  State  University  shall  be  a  board  of  governors 
consisting  of  nine  members,  composed  of  eight  [voting]  regular  members  and  one  [nonvoting] 
nonpartisan  student  member  as  provided  in  sections  1 74.453  and  1 74.455,  who  shall  be 
appointed  by  the  governor  of  Missouri,  by  and  with  the  advice  and  consent  of  the  senate.  No 
person  shall  be  appointed  a  [voting]  regular  member  who  is  not  a  citizen  of  the  United  States  and 
who  has  not  been  a  resident  of  the  state  of  Missouri  for  at  least  two  years  immediately  prior  to 
such  appointment.  Not  more  than  four  [voting]  regular  members  shall  belong  to  any  one  political 
party.  The  nonpartisan  student  member  shall  be  a  fiill-time  student  of  the  university,  a  United 
States  citizen,  and  a  resident  of  Missouri.  The  nonpartisan  student  member  shall  be  appointed 
under  the  procedures  of  1 74.055.  The  nonpeirtisan  student  member  shall  have  the  right  to  vote  on 
the  setting  of  tuition  cind  fees  and  any  other  matter  before  the  board.  The  first  nonpartisan 
student  member  shall  be  appointed  by  January  31, 2015.  The  nonpartisan  student  member  shall 
serve  a  two-year  term  provided  the  person  maintains  the  status  of  a  full-time  student.  The  first 
nonpartisan  student  member  appointed  under  this  subsection  shall  replace  the  non-voting  student 
representative,  who  shall  serve  until  such  replacement. 

174.453.  1.  Except  as  provided  in  section  174.450,  the  board  of  governors  shall  be  app)ointed  as 
follows: 

(1)  Five  [voting]  regular  members  shall  be  selected  from  the  counties  comprising  the  institution's 
historic  statutory  service  region  as  described  in  section  1 74.010,  except  that  no  more  than  two 
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members  shall  be  appointed  from  any  one  county  with  a  population  of  less  than  two  hundred 
thousand  inhabitants; 

(2)  Two  [voting]  regular  members  shall  be  selected  from  any  of  the  counties  in  the  state  which 
are  outside  of  the  institution's  historic  service  region;  and 

(3)  One  [nonvoting]  nonpartisan  member  who  is  a  student  shall  be  selected  in  the  same  manner 
as  prescribed  in  section  174.055. 

2.  The  term  of  service  of  the  governors  shall  be  as  follows: 

(1)  The  [voting]  regular  members  shall  be  appointed  for  terms  of  six  years;  and 

(2)  The  [nonvoting]  nonpartisan  student  member  shall  serve  a  two-year  term. 

3.  Members  of  any  board  of  governors  selected  pursuant  to  this  section  and  in  office  on  May  1 3, 
1999,  shall  serve  the  remainder  of  their  unexpired  terms. 

4.  Notwithstanding  the  provisions  of  subsection  1  of  this  section,  the  board  of  governors  of 
Missouri  Southern  State  University  shall  be  appointed  as  follows: 

(1)  Six  [voting]  regular  members  shall  be  selected  from  any  of  the  following  counties:  Barton, 
Jasper,  Newton,  McDonald,  Dade,  Lawrence,  and  Barry  provided  that  no  more  than  three  of 
these  six  members  shall  be  appointed  from  any  one  county; 

(2)  Two  [voting]  regular  members  shall  be  selected  from  any  of  the  counties  in  the  state  which 
are  outside  of  the  counties  articulated  in  subdivision  (1)  of  this  subsection; 

(3)  One  [nonvoting]  nonpartisan  member  who  is  a  student  shall  be  selected  in  the  same  manner 
as  prescribed  in  section  1 74.055;  and 

(4)  The  provisions  of  subdivisions  (1)  and  (2)  of  this  subsection  shall  only  apply  to  board 
members  first  appointed  after  August  28,  2004. 

5.  Notwithstanding  the  provisions  of  subsection  1  of  this  section,  the  board  of  governors  of 
Missouri  Western  State  University  shall  be  appointed  as  follows: 

(1)  Five  [voting]  regular  members  shall  be  selected  from  any  of  the  following  counties: 
Buchanan,  Platte,  Clinton,  Andrew,  and  DeKalb  provided  that  no  more  than  three  of  these  five 
regular  members  shall  be  appointed  from  any  one  county; 

(2)  Two  [voting]  regular  members  shall  be  selected  from  any  of  the  counties  in  the  state  which 
are  outside  of  the  counties  articulated  in  subdivision  (1)  of  this  subsection; 

(3)  One  [nonvoting]  nonpartisan  member  who  is  a  student  shall  be  selected  in  the  same  manner 
as  prescribed  in  section  1 74.055.  The  nonpartisan  student  member  shall  be  a  full-time  student  of 
the  university,  a  United  States  citizen,  and  a  resident  of  Missouri.  The  nonpartisan  student 
member  shall  have  the  right  to  vote  on  the  setting  of  tuition  and  fees  and  any  other  matter  before 
the  board.  The  first  nonpartisan  student  member  shall  be  appointed  by  January  31, 2015.  The 
nonpartisan  student  member  shall  serve  a  two-year  term  provided  the  person  maintains  the  status 
of  a  full-time  student.  The  first  nonpartisan  student  member  appointed  under  this  subsection  shall 
replace  the  non-voting  student  representative,  who  shall  serve  until  such  replacement;  and 

(4)  The  provisions  of  subdivisions  (1 )  and  (2)  of  this  subsection  shall  only  apply  to  board  * 
members  first  appointed  after  August  28,  2005. 

1 74.61 0.  The  governing  board  of  the  Truman  State  University  shall  be  a  board  of  governors 
consisting  often  members,  composed  of  seven  regular  voting  members,  one  nonpartisan  voting 
student  member  and  [three]  two  nonvoting  members  as  provided  in  section  1 74.620,  who  shall 
be  appointed  by  the  governor  of  Missouri,  by  and  with  the  advice  and  consent  of  the  senate.  No 
person  shall  be  appointed  a  regular  voting  governor  who  is  not  a  citizen  of  the  United  States  and 
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who  has  not  been  a  resident  of  the  state  of  Missouri  for  at  least  two  years  immediately  prior  to 
such  person's  appointment.  Not  more  than  four  regular  voting  governors  shall  belong  to  any  one 
political  party.  The  appointed  members  of  the  board  of  regents  serving  on  January  1 ,  1986,  shall 
become  members  of  the  board  of  governors  on  January  1,  1986,  and  serve  until  the  expiration  of 
the  terms  for  which  they  were  appointed. 

1 74.620.  1 .  The  board  of  governors  shall  be  appointed  as  follows: 

(1)  Four  regular  voting  members  from  the  counties  of  Adair,  Audrain,  Boone,  Callaway, 
Chariton,  Clark,  Howard,  Knox,  Lewis,  Lincoln,  Linn,  Marion,  Macon,  Monroe,  Montgomery, 
Pike,  Putnam,  Ralls,  Randolph,  St.  Charles,  Schuyler,  Scotland,  Shelby,  Sullivan,  and  Warren, 
provided  that  not  more  than  one  member  shall  be  appointed  from  the  same  county; 

(2)  Three  regular  voting  members  from  any  of  the  seven  college  districts  as  contained  in  section 
174.010,  provided  that  no  more  than  one  member  shall  be  appointed  from  the  same 
congressional  district; 

(3)  Two  nonvoting  members  whose  residence  is  other  than  the  state  of  Missouri  and  who  are 
knowledgeable  of  the  educational  mission  of  liberal  arts  institutions;  and 


(4)  One  [nonvoting]  nonpartisan  voting  member  who  is  a  student.  The  nonpartisan  student 
member  shall  be  a  full-time  student  of  the  university,  a  United  States  citizen,  and  a  resident  of 
Missouri.  The  nonpartisan  student  member  shall  be  appointed  under  the  procedures  of  174.055. 
The  nonpartisan  student  member  shall  have  the  right  to  vote  on  the  setting  of  tuition  and  fees  and 
any  other  matter  before  the  board.  The  first  nonpartisan  student  member  shall  be  appointed  by 
January  31,  2015.  The  nonpartisan  student  member  shall  serve  a  two-year  term  provided  the 
person  maintains  the  status  of  a  full-time  student.  The  first  nonpartisan  student  member 
appointed  under  this  subsection  shall  replace  the  non-voting  student  representative,  who  shall 
serve  until  such  replacement.  Such  nonpartisan  student  [representative]  member  shall  attend  all 
meetings  and  participate  in  all  deliberations  of  the  board.  [Such  student  representative  shall  not 
have  the  right  to  vote  on  any  matter  before  the  board,  but  shall  have  all  other  powers  and  duties 
of  section  174.055,  and  shall  also  meet  the  qualifications  of  section  174.055.] 


2.  The  term  of  service  of  the  governors  shall  be  as  follows: 


(1)  The  regular  voting  members  shall  be  appointed  for  terms  of  six  years;  except,  that  of  the 
voting  members  first  appointed,  two  shall  serve  for  terms  of  two  years,  two  for  terms  of  four 
years,  and  three  for  terms  of  six  years; 

(2)  The  nonvoting  members  [who  are  not  students]  shall  be  appointed  for  terms  of  six  years; 
except,  that  of  the  nonvoting  members  first  appointed,  one  shall  serve  for  a  term  of  three  years, 
and  one  shall  serve  a  term  of  six  years;  and 

(3)  The  [nonvoting]  nonpartisan  voting  student  member  shall  serve  a  two-year  term  as  provided 
in  section  174.055. 


3.  The  governors,  both  voting  and  nonvoting,  while  attending  the  meetings  of  the  board  shall 
receive  their  actual  and  necessary  expenses,  which  shall  be  paid  out  of  the  ordinary  revenues  of 
the  university.  Vacancies  in  terms  of  office  caused  by  death,  resignation  or  removal  shall  be 
filled  in  the  manner  provided  by  law  for  such  vacancies  on  the  board  of  curators  of  the 
University  of  Missouri. 

1 74.621 .  1 .  For  the  purposes  of  this  chapter,  confidentiality,  as  determined  by  the  board  and  as 
provided  by  law,  shall  apply  to  all  members  and  representatives  on  the  board. 

2.  Any  member  or  representative  on  the  board  may  recuse  himself  or  herself  from  any 
deliberation  or  proceeding  of  the  board. 

3.  Before  January  1 ,  201 5,  upon  a  unanimous  affirmative  vote  of  the  members  of  the  board  who 
are  present  and  who  are  not  student  representatives,  a  given  meeting  closed  pursuant  to  sections 
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610.021  and  610.022  shall  be  closed  to  the  student  representative.  This  subsection  shall  expire  on 
January  1. 2015. 

175.020.  The  board  of  curators  of  Lincoln  University  of  Missouri  shall  hereafter  consist  of  nine 
regular  members  and  one  nonpartisan  student  member  who  shall  be  appointed  by  the  governor, 
by  and  with  the  advice  and  consent  of  the  senate.  No  person  shall  be  appointed  a  regular  curator 
who  shall  not  be  a  citizen  of  the  United  States  and  who  shall  not  have  been  a  resident  of  the  state 
of  Missouri  two  years  next  prior  to  his  or  her  appointment.  Not  more  than  five  regular  curators 
shall  belong  to  any  one  political  party. 

1 75.021 .  1 .  The  governor  shall,  by  and  with  the  advice  and  consent  of  the  senate,  appoint  a 
nonpartisan  student  member  [student  representative]  to  the  board  of  curators  of  Lincoln 
University,  who  shall  attend  all  meetings  and  participate  in  all  deliberations  of  the  board.  [Such 
student  representative  shall  not  have  the  right  to  vote  on  any  matter  before  the  board.] 

2.  Such  nonpartisan  student  [representative]  member  shall  be  a  full-time  student  at  the  university 
as  defined  by  the  board,  selected  from  a  panel  of  three  names  submitted  to  the  governor  by  the 
student  government  association  of  the  university,  a  citizen  of  the  United  States,  and  a  resident  of 
the  state  of  Missouri.  No  person  may  be  appointed  who  is  not  actually  enrolled  during  the  term 
of  his  or  her  appointment  as  a  student  at  the  university.  Such  nonpartisan  student  member  shall 
have  the  right  to  vote  on  the  setting  of  tuition  and  fees  and  any  other  matter  before  the  board. 
The  first  nonpartisan  student  member  shall  be  appointed  by  January  3 1 ,  201 5.  The  first 
nonpartisan  student  member  appointed  under  this  subsection  shall  replace  the  non-voting  student 
representative,  who  shall  serve  until  such  replacement. 

3.  The  term  of  the  student  [representative]  member  shall  be  two  years[,  except  that  the  person  ' 
first  appointed  shall  serve  until  January  1,  1989]. 

4.  If  a  vacancy  occurs  for  any  reason  in  the  position  of  nonpartisan  student  [representative] 
member,  the  governor  shall  appoint  a  replacement  who  meets  the  qualifications  set  forth  in 
subsection  2  of  this  section  and  who  shall  serve  until  his  or  her  successor  is  appointed  and 
qualified. 

5.  If  the  nonpartisan  student  [representative]  member  ceases  to  be  a  student  at  the  university,  or  a 
resident  of  the  state  of  Missouri,  or  fails  to  attend  any  regularly  called  meeting  of  the  board  of 
which  the  [representative]  nonpartisan  student  member  has  due  notice,  the  position  shall  at  once 
become  vacant,  unless  the  absence  is  caused  by  sickness  or  some  accident  preventing  the 
[representative's]  nonpartisan  student  member's  arrival  at  the  time  and  place  appointed  for  the 
meeting. 

6.  The  nonpartisan  student  [representative]  member  shall  receive  the  same  reimbursement  for 
expenses  as  other  members  of  the  board  of  curators  receive  pursuant  to  section  1 75.030. 

7.  Unless  alternative  arrangements  for  payment  have  been  made  and  agreed  to  by  the  student  and 
the  university,  the  nonpartisan  student  [representative]  member  shall  have  paid  all  student  and 
tuition  fees  due  prior  to  such  appointment  and  shall  pay  all  future  student  and  tuition  fees  during 
the  term  of  office  when  such  fees  are  due. 

1 75.023.  1 .  For  the  purposes  of  this  chapter,  confidentiality,  as  determined  by  the  board  and  as 
provided  by  law,  shall  apply  to  all  members  and  representatives  on  the  board. 

2.  Any  member  or  representative  on  the  board  may  recuse  himself  or  herself  from  any 
deliberation  or  proceeding  of  the  board. 

3.  Before  January  1 ,  201 5,  upon  a  unanimous  affirmative  vote  of  the  members  of  the  board  who 
are  present  and  who  are  not  student  representatives,  a  given  meeting  closed  pursuant  to  sections 
610.021  and  610.022  shall  be  closed  to  the  student  representative.  This  subsection  shall  expire 
on  January  1, 2015. 

1 75.030.  The  term  of  service  of  the  regular  curators  shall  be  six  years,  the  term  of  three  expiring 
every  two  years,  the  first  expiration  occurring  on  the  first  day  of  January,  1942,  and  succeeding 


expirations  of  three  members  every  two  years  thereafter.  Said  Curators  while  attending  the 
meeting  of  the  board  shall  receive  their  actual  expenses  which  shall  be  paid  out  of  the  ordinary 
revenues  of  the  university. 

178.632.  The  governing  board  of  State  Technical  College  of  Missouri  shall  be  a  board  of  regents 
composed  of  seven  [voting]  regular  members  and  one  [nonvoting]  nonpartisan  student  member. 
Such  members  shall  be  appointed  by  the  governor  with  the  advice  and  consent  of  the  senate  after 
August  28,  1995,  and  after  the  conditions  of  section  178.631  are  satisfied.  No  person  shall  be 
appointed  as  a  regular  member  to  the  board  who  is  not  a  citizen  of  the  United  States  and  who  has 
not  been  a  resident  of  the  state  of  Missouri  for  at  least  two  years  immediately  prior  to  his 
appointment.  Not  less  than  three  [voting]  regular  members  shall  belong  to  one  of  the  two  major 
political  parties  and  not  less  than  three  shall  belong  to  the  other  major  political  party.  Not  more 
than  two  [voting]  regular  members  shall  reside  in  Osage  County  or  other  immediately  contiguous 
counties. 

178.633.  [Voting]  Regular  members  of  the  board  shall  be  appointed  for  terms  of  six  years,  except 
that  of  the  [voting]  regular  members  first  appointed,  two  shall  serve  for  two  years,  two  for  four 
years,  and  three  for  six  years.  The  terms  and  conditions  of  service  for  [nonvoting]  nonpartisan 
student  members  shall  be  the  same  as  provided  by  law  for  the  University  of  Missouri.  The 
nonpartisan  student  member  shall  have  the  right  to  vote  on  the  setting  of  tuition  and  fees  and  any 
other  matter  before  the  board. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


October  10,2013 


RECEIVED 

OCT  )  0  2013 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


STATE  AUDITORS  OFFICE 


Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Rodney  Gray  regarding  a  proposed  constitutional 
amendment  to  Article  IV,  version  2  (2014-052) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Rodney  Gray  on  October  9,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1 767  •  Jefferson  City,  Missouri  •  65 102 
www.sos.mo.gov 


RECHVEO 


County 
Page  


It  is  a  class  A  misdemeanor  punishable,  Malwii||«uindwg  t^eipwji'eigns  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  myctranty  jaffor'a'nne'ndtTo  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a'p^titipn  wHeasgph  person  knows  he  or  she  is  not  a  registered  voter. 

U  ''/•■■-■- 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  


 County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have 

personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and   County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATORS  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has 
stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the 
state  of  Missouri  and  County. 


Signature  of  Affiant  (Person  obtaining  signatures) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this 


day  of  _ 


A.D.  201 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


NOTICE:  You  are  advised  that  the  proposed  constitutional  amendment  changes,  repeals,  or  modifies  by  implication, 
or  may  be  construed  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri  —  Section  I  of  Article  II;  Sections  I,  36,  49  and  50  of  Article  III;  Sections  I,  15,  22,  23,  27,  28,  29,  30(a), 
30(b),  30(c),  32  and  34  of  Article  IV;  Sections  I,  2,  3, 4(a),  10(b),  16,  17,  18,  18(e),  19,  20  and  21  of  Article  X;  and 
Sections  1  and  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  Slate  of  Missouri  that  the  Constitution  be  amended: 

Section  30(d)  of  Article  IV  of  the  Constitution  is  repealed,  and  two  new  sections  to  be  known  as  Article  IV,  Sections 
30(d)  and  30(e)  are  adopted  in  lieu  thereof: 

Section  30(d).  I .  No  state  revenues  derived  from  highway  users  which  are  imposed,  collected,  apportioned. 
distributed  or  deposited  in  the  state  road  fund  pursuant  to  either  section  30(a)  or  section  30(b)  shall  be  diverted  from 
the  hiahway  purposes  and  uses  specified  in  subsection  I  of  section  30(b).  No  state  revenues  derived  from  highway 
users  which  are  imposed,  collected,  apportioned,  distributed  or  deposited  in  the  state  road  bond  fiind  pursuant  to 
subdivision  (3)  of  subsection  2  of  section  30(b)  shall  be  diverted  from  the  highway  purposes  and  uses  specified  in 
said  subdivision  (3).  No  state  revenues  which  are  imposed,  collected,  apportioned,  distributed  or  deposited  into  the 
state  road  fund  or  transportation  safety  and  job  creation  fiind  pursuant  to  section  30(e)  of  this  article  shall  be  used  for 
administrative  purposes  or  diverted  from  the  state  highway  system  purposes  and  uses  and  the  state  transportation 
system  purposes  and  uses  specified  in  section  30(e)  of  this  article.  The  oversight  division  of  the  committee  on 
legislative  research  shall  conduct  a  program  evaluation  of  the  department  of  transportation  to  ensure  the  additional 
funds  under  section  30(e)  are  used  as  required  under  this  article  and  provide  a  report  to  the  general  assembly  by 
January  1 . 2020. 

2.  All  of  the  provisions  of  sections  29.  30(a).  30(b).  30(c).  30(d).  and  30(e)  shall  be  self  executing. 

All  of  the  provisions  of  sections  29.  30(a).  3Q(b).  30(c).  30(d).  and  30(e)  are  severable.  If  any  provision  of  sections 
29.  3Q(a),  30(b),  30(c).  30(d).  and  30(e)  is  found  by  a  court  of  competent  jurisdiction  to  be  unconstitutional  or 
unconstitutionally  enacted,  the  remaining  provisions  of  these  sections  shall  be  and  remain  valid. 

3;  The  provisions  of  sections  30(d)  and  30(e)  shall  become  effective  on  January  1.  2015. 

Section  30(e).  1.  To  provide  additional  moneys  for  state  highway  system  purposes  and  uses,  citv  streets, 
county  roads  and  state  transportation  system  purposes  and  uses:  First,  an  additional  state  sales  tax  of  one  percent  is 
hereby  levied  and  imposed  upon  all  transactions  on  which  the  Missouri  state  .sales  tax  is  imposed,  subject  to  the 
provisions  of  and  to  be  collected  as  provided  in  the  Sales  Tax  Law  and  the  rules  adopted  in  connection  therewith; 
and  Second,  an  additional  state  use  tax  of  one  percent  is  hereby  levied  and  imposed  upon  all  transactions  on  which 
the  Missouri  state  use  tax  is  imposed,  subject  to  the  provisions  of  and  to  be  collected  as  provided  in  the 
Compensating  Use  Tax  Law  and  the  rules  adopted  in  connection  therewith.  No  tax  levied  or  imposed  under  this 
Section  30(e)  shall  apply  to  the  retail  sale  of  food  as  defined  in  the  Sales  Tax  Law. 


2^  The  proceeds  from  the  additional  state  sales  and  use  taxes  imposed  under  this  section  shall  be 

collected,  apportioned,  di.stributed.  and  deposited  by  the  department  of  revenue  as  provided  in  this  section.  The  term 
"proceeds  from  the  additional  state  sales  and  u.se  taxes"  used  in  this  subsection  shall  mean  and  include  all  proceeds 
collected  by  the  department  of  revenue  reduced  only  by  refunds  for  overpayments  and  erroneous  payments  of  such 
taxes  as  perinitted  by  law  and  the  department's  actual  costs  to  collect  these  proceeds,  which  shall  not  exceed  one 
percent  of  the  total  amount  of  the  tax  collected.  The  department's  actual  costs  to  collect  these  proceeds  shall  be 
limited  to  actual  costs  incurred  by  the  department  of  revenue,  including  any  other  entity  or  person  designated  by  law 
or  by  the  department  to  collect  or  to  provide  goods  or  services  used  to  collect  the  additional  state  sales  and  use  taxes. 

3:  The  proceeds  from  the  additional  state  sales  and  use  taxes  imposed  under  this  section  shall  be 

apportioned,  distributed,  and  deposited  by  the  director  of  revenue  as  follows: 

(1)  Five  percent  of  the  proceeds  shall  be  deposited  into  a  special  trust  fund  known  as  the 
"County  Aid  Transportation  Fund".  Moneys  in  the  county  aid  transportation  flind  shall  be  apportioned  and 
distributed  to  the  various  counties  of  the  state  based  on  the  county  road  mileage  and  assessed  rural  land 
valuation  calculations  in  subdivision  (1)  of  subsection  1  of  section  30(a)  of  this  article,  except  that  five 
percent  of  these  moneys  shall  be  apportioned  and  distributed  solely  to  cities  not  within  any  county  in  this 
state.  Moneys  in  this  fund  shall  be  expended  at  the  sole  discretion  of  the  various  counties  for  any  of  the 
county  road  and  bridge  purposes  and  uses  provided  in  subdivision  (1)  of  subsection  1  of  section  30(a)  of 
this  article,  any  state  highway  system  purposes  and  uses  authorized  under  section  30(b)  of  this  article,  or  for 
any  county  transportation  system  purposes  and  uses  as  set  forth  in  subdivision  (4)  of  this  subsection; 

(2)  Five  percent  of  the  proceeds  shall  be  deposited  into  a  special  tnist  fund  known  as  the 
"Municipal  Aid  Transportation  Fund".  Moneys  in  the  municipal  aid  transportation  fund  shall  be 
apportioned  and  distributed  to  the  various  incorporated  cities,  towns,  and  villages  in  the  state  based  on  the 
population  ratio  calculations  in  subdivision  (2)  of  subsection  1  of  section  30(a)  of  this  article.  Moneys  in 
this  fund  shall  be  expended  at  the  sole  discretion  of  the  various  incorporated  cities,  towns,  and  villages  for 
any  of  the  city  road,  street  and  bridge  purposes  and  uses  provided  in  subdivision  (2)  of  subsection  I  of 
section  30(a)  of  this  article,  any  state  highway  system  purposes  and  uses  authorized  under  section  30(b)  of 
this  article,  or  for  any  city  transportation  system  purposes  and  uses  as  set  forth  in  subdivision  (4)  of  this 
subsection; 

(3)  Ninety  percent  of  the  proceeds  shall  be  deposited  into  a  special  trust  fund  known  as  the 
"Transportation  Safety  and  Job  Creation  Fund",  which  is  created  within  the  state  treasury.  Moneys  in  the 
transportation  safety  and  job  creation  fund  shall  stand  appropriated  without  legislative  action  to  be  used  and 
expended  at  the  sole  discretion  of  the  highways  and  transportation  commission  for  the  following  purposes 
and  uses,  and  no  other: 

(a)  For  deposit  into  the  state  road  fund  for  state  highway  system  purposes  and  uses 
authorized  under  section  30(b)  of  this  article;  or 

(b)  For  state  transportation  system  purposes  and  uses  as  set  forth  in  subdivision  (4) 
of  this  subsection; 

(4)  The  term  "transportation  system  purposes  and  uses"  shall  include  authority  for  the 
commission,  any  county  or  any  city  to  plan,  locate,  relocate,  establish,  acquire,  construct,  maintain,  control. 


operate,  develop,  and  fund  public  transportation  facililies  such  as.  but  not  limited  to.  aviation,  mass 
transportation,  transportation  for  elderly  and  handicapped  persons,  railroads,  ports,  waterbome  commerce, 
intermodal  connections,  bicycle,  and  pedestrian  improvements: 

(5)  All  interest  earned  on  moneys  deposited  into  the  county  aid  transportation  fund,  the 
municipal  aid  transportation  fund  or  the  transportation  safety  and  job  creation  fiind  shall  be  credited  to  and 
deposited  into  such  fund.  The  unexpended  balance  remaining  in  the  county  aid  transportation  fund,  the 
municipal  aid  transportation  fund,  and  the  transportation  safety  and  job  creation  fund  at  the  end  of  the 
biennium  and  after  all  warrants  on  same  have  been  discharged  and  the  appropriation,  if  applicable,  has 
lapsed,  shall  not  be  transferred  and  placed  to  the  credit  of  the  general  revenue  fund  of  the  state  or  any  other 
fund: 

(6)  The  moneys  apportioned  or  distributed  under  this  section  to  the  transportation  safety  and 
job  creation  fund,  county  aid  transportation  fund,  and  municipal  aid  transportation  fund  shall  not  be 
included  within  "total  state  revenues"  under  section  17  of  article  X  of  the  Missouri  Constitution,  nor  be 
considered  an  "expense  of  state  government"  under  section  20  of  article  X  of  the  Missouri  Constitution,  nor 
be  considered  "state  revenue"  under  section  3(b)  of  article  IX  of  the  Missouri  Constitution. 

4,  (1)        Unless  approved  by  the  voters  of  this  state,  the  general  assembly,  counties,  and 

municipalities  are  prohibited  from  increasing  or  decreasing  the  tax  upon  or  measured  by  motor  fuel  used  to  propel 
highway  motor  vehicles  fi-om  the  rate  of  the  tax  authorized  by  law  on  January  I.  2014.  while  this  section  is  in  effect. 

(2)  Unless  approved  bv  the  voters  of  this  state,  the  state  highways  and  transportation 
commission  shall  not  authorize,  own  or  operate  a  toll  highway  or  toll  bridge  on  a  state  highway  or  bridge 
that  is  in  existence  on  January  1.  2014.  while  the  sales  and  use  tax  authorized  by  this  section  is  in  effect. 
Unless  approved  bv  the  voters  of  the  applicable  county  or  municipality,  a  county  or  municipality  shall  not 
authorize,  own  or  operate  a  toll  highway  or  toll  bridge  on  any  highway  or  bridge  under  its  jurisdiction  that 
is  in  existence  on  January  I.  2014.  while  the  sales  and  use  tax  authorized  by  this  section  is  in  effect. 

(3)  Prior  to  the  effective  date  of  this  section  and  prior  to  any  subsequent  election  in  which 
this  section  shall  be  submitted  to  voters  for  approval,  the  commission  shall  approve  its  list  of  projects, 
programs,  and  facilities,  with  a  priority  given  to  safety,  on  the  state  highway  system  and  state  transportation 
sy.stem  that  shall  be  funded  from  the  proceeds  from  the  additional  sales  and  use  taxes  deposited  into  the 
transportation  safety  and  job  creation  fund  under  this  section.  Starting  in  the  .second  calendar  year 
following  the  effective  date  of  this  section,  the  commission  shall  annually  submit  a  report  to  the  governor, 
general  assembly,  and  joint  committee  on  transportation  oversight  that  shall  include  the  status  of  the 
approved  list  of  projects,  programs,  and  facilities  on  the  state  highway  system  and  state  transportation 
system.  During  the  ten-year  period  the  temporary  tax  is  in  effect,  the  commission  shall  include  the 
approved  projects,  programs,  and  facilities  in  one  or  more  of  the  five-year  statewide  transportation 
improvement  programs  approved  by  the  commission.  A  taxpayer  of  the  state  shall  have  standing  to  bring 
suit  to  compel  the  commission's  inclusion  of  approved  projects  in  a  five-year  statewide  transportation 
improvement  program.  All  such  suits  shall  be  brought  in  the  circuit  court  of  Cole  County. 

(4)  Upon  voter  approval  of  the  temporary  one  percent  state  sales  and  use  tax  in  this  section 
at  a  general  election  held  in  2014.  this  section  shall  be  effective  January  I.  2015.  and  shall  continue  for  ten 
years.  This  section  shall  be  resubmitted  to  the  voters  for  approval  at  the  general  election  held  in  2024.  The 
secretary  of  state  shall  submit  the  ballot  measure  for  such  ten-vear  resubmission.  If  approved  bv  a  simple 
majority  of  votes  cast,  this  section  shall  continue  to  be  effective  for  an  additional  temporary  ten-year 
period.  Every  ten  years  thereafter,  the  secretary  of  state  shall  submit  to  the  voters  for  approval  the  issue  of 
whether  the  sales  and  use  tax  authorized  bv  this  section  shall  be  imposed  for  another  ten-year  period.  If  at 
any  subsequent  general  election  a  simple  majority  of  votes  cast  do  not  approve  such  issue,  then  this  section 
shall  terminate  on  December  thirty-first  of  the  calendar  year  when  the  last  election  was  held. 

(Section  30(d).  I.  No  state  revenues  derived  from  highway  users  which  are  to  be  allocated,  distributed  or  deposited  in  the 
state  road  fund  pursuant  to  either  section  30(a)  or  section  30(b)  shall  be  diverted  from  the  highway  purposes  and  uses 
specified  in  subsection  I  of  section  30(b).  No  state  revenues  derived  from  highway  users  which  are  to  be  allocated, 
distributed  or  deposited  in  the  state  road  bond  fund  pursuant  to  subdivision  (3)  of  subsection  2  of  section  30(b)  shall  be 
diverted  from  the  highway  purposes  and  uses  specified  in  said  subdivision  (3). 

2.  All  of  the  provisions  of  sections  29,  30(a),  30(b),  30(c)  and  30(d)  shall  be  self  executing.  All  of  the  provisions  of 
sections  29,  30(a),  30(b),  30(c)  and  30(d)  are  severable.  If  any  provision  of  sections  29,  30(a),  30(b),  30(c)  and  (30(d)  is 
found  by  a  court  of  competent  jurisdiction  to  be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of 
these  sections  shall  be  and  remain  valid. 


3.  The  provisions  of  sections  29,  30(a),  30(b),  30(c)  and  30(d)  shall  become  effective  on  July  1,  2005.] 


JAMKS  C.  Kirki'atrk:k 
Statf.  Information  Ckntkr 
(573)751  4936 


Jason  Kander 

Secretary  oh  S  tate 
State  of  Missouri 


Elkctions  Division 
(573)751-2301 


October  28, 2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
JetYerson  City,  MO  65101 


RECEIVED 

OCT  2  8  2013 

STATE  AUDITORS  OFFICE 


RE:  Petition  approval  request  from  Brad  Ketcher  regarding  a  proposed  constitutional 
amendment  to  Article  111  (2014-054) 


Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Brad  Ketcher  on  October  28,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Bo.x  1767  •  Jefferson  City,  Missouri  •65102 
www.sos.mo.gov 


County  _ 
Page  No. 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  pro>4sipo6- of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fliieindt  tb^xttea -ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sicn  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition ^Q^QCjffi  ^^iri"^fiiclOs  Ifcbr  she  is  not  a  registered  voter. 

INITIATIVE  PeTITION// 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  oflvi^ssoup:^  f/u  E 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4""  day  of  November,  2014,  and  each  for 
himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMK 
(Signature) 

Dale 
Signed 

REGISTERED  VOTING  ADDRESS 
(Street,  No  PO  Boxes)        (City,  Town  or  VillaRe) 

Zip 
Code 

Cong 
Dist 

NAME 
(Printed  or  Typed) 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

1 

9. 

to. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  12,  19  and  39  and 
adopting  3  new  sections  to  be  known  as  Article  III  Sections  16(a),  19(a),  and  19(b),  to  read  as 
follows: 

Section  12.  L  No  person  holding  any  lucrative  ofTice  or  employment  under  the  United  States, 
this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or  representative.  When  any 
senator  or  representative  accepts  any  office  or  employment  under  the  United  States,  this  state  or 
any  municipality  thereof,  his  office  shall  thereby  be  vacated  and  he  shall  thereafter  perform  no 
duty  and  receive  no  salary  as  senator  or  representative.  During  the  term  for  which  he  was  elected 
no  senator  or  representative  shall  accept  any  appointive  office  or  employment  under  this  state 
which  is  created  or  the  emoluments  of  which  are  increased  during  such  term.  This  subsection 
shall  not  apply  to  members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards, 
and  notaries  public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a  paid  lobbyist,  register  as 
a  paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a  paid  lobbyist  until  the 
expiration  of  two  calendar  years  after  the  conclusion  of  the  session  of  the  general  assembly  in 
which  the  member  or  employee  last  served.  No  senator  or  representative  or  their  employees  or 
any  entity  controlled  by  a  senator  or  representative  or  their  employees  shall  act  or  serve  as  a  paid 
employee  or  consultant  to  a  candidate  or  issue  campaign  or  solicit  prospective  employers  or 
clients  as  a  paid  employee  or  consultant  to  a  candidate  or  issue  campaign.  When  any  senator  or 
representative  violates  this  paragraph  their  office  shall  thereby  be  vacated  and  shall  thereafter 
perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition,  any  violation  of 
this  paragraph  shall  be  punishable  by  a  term  of  imprisonment  of  up  to  four  years  and  the 
imposition  of  a  fine  of  up  to  five  thousand  dollars  or  both. 

Section  16(a).  No  senator  or  representative  or  their  employees  or  staff  shall  accept  directly  or 
indirectly  a  gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value  in  excess  of  five 
dollars  from  any  lobbyist  or  lobbyist  principal.  Senators  or  representatives,  their  employees  and 
staff  may  accept  informational  material  relevant  to  the  general  assembly's  official  functions  and 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
Candidates  for  senator  or  representative,  including  candidates  for  reelection,  may  accept 
campaign  contributions  consistent  with  section  19(a)  of  this  article.  Any  violation  of  this  section 
shall  be  punishable  by  a  term  of  imprisonment  of  up  to  six  months  and  the  imposition  of  a  fine  of 
up  to  five  hundred  dollars  or  both. 

Section  19.  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or  breach  of 
the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly,  and  for  the 
fifteen  days  next  before  the  commencement  and  after  the  termination  of  each  session;  and  they 
shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any  other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state  laws 
governing  public  access  to  public  records.  Legislative  records  include,  but  are  not  limited  to.  all 
records,  in  whatever  form  or  format,  of  the  official  acts  of  the  general  assembly,  of  the  official 
acts  of  legislative  committees,  of  the  official  acts  of  members  of  the  general  assembly,  of 
individual  legislators  their  employees  and  staff,  of  the  conduct  of  legislative  business  and  all 
records  that  are  created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian  of 
legislative  records  under  the  custody  and  control  of  the  member.  The  chief  clerk  of  the  house  or 
the  secretary  of  the  senate  are  the  custodians  for  all  other  legislative  records  relating  to  the  house 
and  the  senate  respectively. 

Section  19(a).  I.  The  amount  of  contributions,  including  cash  and  in-kind  contributions,  to  a 
candidate  for  state  senate  or  state  representative  made  by  or  accepted  from  any  person  or 
independent  entity  other  than  the  candidate  in  any  one  election  shall  not  exceed  the  following: 

(a)  To  elect  an  individual  to  the  office  of  state  senator,  one  thousand  dollars; 

(b)  To  elect  an  individual  to  the  office  of  state  representative,  five  hundred  dollars; 
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(c)  Ihese  contribution  limits  shall  be  recalculated  on  January  I  of  even-numbered  years  by 
multiplying  the  original  contribution  limit  by  the  cumulative  consumer  price  index,  as  defined  by 
law,  for  all  years  since  January  K  2015  and  rounding  to  the  nearest  twenty-five  dollars. 

2.  Unless  the  illegal  contribution  is  refunded  within  ten  business  days,  any  person  or  entity 
making  or  accepting  a  contribution  to  a  candidate  for  state  senate  or  state  representative  in  excess 
of  those  allowed  in  subsection  1  shall  be  subject  to: 

(a)  For  the  first  violation,  a  civil  fine  of  five  thousand  dollars  plus  an  amount  equal  to  the  illegal 
contribution. 

(b)  For  the  second  and  subsequent  violations,  any  person  or  entity  knowingly  making  or 
accepting  an  illegal  contribution  shall  be  guilty  of  a  crime  and  upon  conviction  be  punished  by  a 
term  of  imprisonment  of  up  to  four  years  or  the  imposition  of  a  fine  of  up  to  five  thousand 
dollars  plus  an  amount  equal  to  the  illegal  contribution  or  both. 

3.  The  legislative  contribution  limits  in  subsection  1  shall  not  apply  to  "truly  independent 
expenditures."  As  used  in  this  section  "truly  independent  expenditure"  means  one  or  more 
wholly  independent  expenditures  that  support  the  nomination,  election,  or  defeat  of  a  clearly 
identified  candidate  for  state  senate  or  state  representative  that  is  made  without  the  cooperation 
or  consent  of,  communication,  coordination  or  consultation  with,  or  the  request  or  suggestion  of 
the  candidate,  the  candidate's  committee,  the  candidate's  campaign,  the  candidate's  agents, 
consultants  or  advisors.  In  addition  to  other  penalties  of  this  section,  any  person  or  entity  who 
purposefully  violates  the  contribution  limits  of  subsection  I  by  making,  accepting  or  facilitating 
an  excessive  expenditure  that  does  not  meet  the  requirements  for  a  truly  independent  expenditure 
shall  be  guilty  of  a  crime  and  upon  conviction  be  punished  by  a  term  of  imprisonment  of  up  to 
four  years  or  the  imposition  of  a  fine  of  up  to  five  thousand  dollars  plus  an  amount  equal  to  the 
illegal  expenditure  or  both. 

4.  The  penalties  in  this  section  do  not  limit  the  power  of  either  the  house  of  representatives  or 
the  senate  to  discipline  its  own  members.  Nothing  in  this  section  shall  restrict  the  general 
assembly  or  the  People  from  passing  campaign  finance  requirements  that  are  more  restrictive 
than  those  in  this  section- 
Section  19(b).  No  political  fund-raising  activities  or  political  fund-raising  event,  including  the 
solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate,  initiative  petition, 
referendum  petition,  ballot  measure,  political  party,  or  political  party  committee,  shall  occur  in  or 
on  any  premises,  property  or  building  owned,  leased  or  controlled  by  the  house,  senate  or  general 
assembly.  Any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year 
and  or  a  fine  of  up  to  one  thousand  dollars  plus  an  amount  equal  to  the  illegal  contributions  or 
both. 


Section  39.  The  general  assembly  shall  not  have  power: 

(1 )  To  give  or  lend  or  to  authorize  the  giving  or  lending  of  the  credit  of  the  state  in  aid  or  to  any 
person,  association,  municipal  or  other  corporation; 

(2)  To  pledge  the  credit  of  the  state  for  the  payment  of  the  liabilities,  present  or  prospective,  of 
any  individual,  association,  municipal  or  other  corporation; 

(3)  To  grant  or  to  authorize  any  county  or  municipal  authority  to  grant  any  extra  compensation, 
fee  or  allowance  to  a  public  officer,  agent,  servant  or  contractor  after  service  has  been  rendered 
or  a  contract  has  been  entered  into  and  performed  in  whole  or  in  part; 

(4)  To  pay  or  to  authorize  the  payment  of  any  claim  against  the  state  or  any  county  or  municipal 
corporation  of  the  state  under  any  agreement  or  contract  made  without  express  authority  of  law; 

(5)  To  release  or  extinguish  or  to  authorize  the  releasing  or  extinguishing,  in  whole  or  in  part, 
without  consideration,  the  indebtedness,  liability  or  obligation  of  any  corporation  or  individual 
due  this  state  or  any  county  or  municipal  corporation; 
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(6)  To  make  any  appropriation  of  money  for  the  payment,  or  on  account  of  or  in  recognition  of 
any  claims  audited  or  that  may  hereafter  be  audited  by  virtue  of  an  act  entitled  "An  Act  to  Audit 
and  Ad  just  the  War  Debts  of  the  State,"  approved  March  19,  1874,  or  any  act  of  a  similar  nature, 
until  the  claim  so  audited  shall  have  been  presented  to  and  paid  by  the  government  of  the  United 
States  to  this  state; 

(7)  To  act,  when  convened  in  extra  session  by  the  governor,  upon  subjects  other  than  those 
specially  designated  in  the  proclamation  calling  said  session  or  recommended  by  special  message 
to  the  general  assembly  after  the  convening  of  an  extra  session; 

(8)  To  remove  the  seat  of  government  from  the  City  of  Jefferson; 

(9)  Except  as  otherwise  provided  in  section  39(b),  section  39(c),  section  39(e)  or  section  39(0  of 
this  article,  to  authorize  lotteries  or  gift  enterprises  for  any  purpose,  and  shall  enact  laws  to 
prohibit  the  sale  of  lottery  or  gift  enterprise  tickets,  or  tickets  in  any  scheme  in  the  nature  of  a 
lottery;  except  that,  nothing  in  this  section  shall  be  so  construed  as  to  prevent  or  prohibit  citizens 
of  this  state  from  participating  in  games  or  contests  of  skill  or  chance  where  no  consideration  is 
required  to  be  given  for  the  privilege  or  opportunity  of  participating  or  for  receiving  the  award  or 
prize  and  the  term  "lottery  or  gift  enterprise"  shall  mean  only  those  games  or  contests  whereby 
money  or  something  of  value  is  exchanged  directly  for  the  ticket  or  chance  to  participate  in  the 
game  or  contest.  The  general  assembly  may,  by  law,  provide  standards  and  conditions  to  regulate 
or  guarantee  the  awarding  of  prizes  provided  for  in  such  games  or  contests  under  the  provision  of 
this  subdivision; 

( 10)  To  impose  a  use  or  sales  tax  upon  the  use,  purchase  or  acquisition  of  property  paid  for  out  of 
the  funds  of  any  county  or  other  political  subdivision[.]; 

(I  I)  To  prohibit  the counting  of  an  otherwise  genuine  signature  of  a  registered  voter  on  a  pet  ition 
because  of  the  signature  means,  manner,  medium,  form  or  format  used  by  the  registered  voter. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


November  4,  2013 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


RECEIVED 

NOV  0  4  2013 


STATE  AUDITORS  OFFICE 


Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Bradley  Ketcher  regarding  a  proposed  constitutional 
amendment  to  Article  111,  version  2  (2014-055) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Bradley  Ketcher  on  November  1,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PC  Box  1767  •  Jefferson  City,  Missouri  •65102 
www.sos.ino.gov 


1  C^^^^^  Page^o.  

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  56O.(D]t,'ffS!Siti,'t0  tii^  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand 'dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  'ftfp/fi'l^^j'^'^  ^^'^  »»mei^(we>than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knowtlhycffMie  is  not  a  regfsferea  voter. 

INITIATIVE  PETITION  y-n        "  // 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri:  ^biijl^     '  CiTATt: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4""  day  of  November,  2014,  and  each  for 
himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMI^ 
(Signature) 

Date 
Signed 

REGISTERED  VOTING  ADDRESS 
(Street,  No  PO  Boxes)       (City,  Town  or  Village) 

Zip 
Code 

Cong. 
Dist 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 
Address  of  Notary: 

Notary  Public  (Seal)   

My  commission  expires  


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  he  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  12,  19  and  39  and 
adopting  3  new  sections  to  be  known  as  Article  111  Sections  16(a),  19(a),  and  19(b),  to  read  as 
follows: 

Section  12.  K  No  person  holding  any  lucrative  office  or  employment  under  the  United  States, 
this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or  representative.  When  any 
senator  or  representative  accepts  any  office  or  employment  under  the  United  States,  this  state  or 
any  municipality  thereof,  his  office  shall  thereby  be  vacated  and  he  shall  thereafter  perform  no 
duty  and  receive  no  salary  as  senator  or  representative.  During  the  term  for  which  he  was  elected 
no  senator  or  representative  shall  accept  any  appointive  office  or  employment  under  this  state 
which  is  created  or  the  emoluments  of  which  are  increased  during  such  term.  This  subsection 
shall  not  apply  to  members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards, 
and  notaries  public. 

2.  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a  paid  lobbyist,  register  as 
a  paid  lobbyist,  or  solicit  prospective  employers  or  clients  to  represent  as  a  paid  lobbyist  until  the 
expiration  of  two  calendar  years  after  the  conclusion  of  the  session  of  the  general  assembly  in 
which  the  member  or  employee  last  served.  No  senator  or  representative  or  their  employees  or 
any  entity  controlled  by  a  senator  or  representative  or  their  employees  shall  act  or  serve  as  a  paid 
employee  or  consultant  to  a  candidate  or  issue  campaign  or  solicit  prospective  employers  or 
clients  as  a  paid  employee  or  consultant  to  a  candidate  or  issue  campaign.  When  any  senator  or 
representative  violates  this  paragraph  their  office  shall  thereby  be  vacated  and  shall  thereafter 
perform  no  duty  and  receive  no  salary  as  senator  or  representative.  In  addition,  any  violation  of 
this  paragraph  shall  be  punishable  by  a  term  of  imprisonment  of  up  to  four  years  and  the 
imposition  of  a  fine  of  up  to  five  thousand  dollars  or  both. 

Section  16(a).  No  senator  or  representative  or  their  employees  or  staff  shall  accept  directly  or 
indirectly  a  gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value  in  excess  of  five 
dollars  from  any  lobbyist  or  lobbyist  principal.  Senators  or  representatives,  their  employees  and 
staff  may  accept  informational  material  relevant  to  the  general  assembly's  official  functions  and 
items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public. 
Candidates  for  senator  or  representative  or  offices  within  the  senate  or  house,  including 
candidates  for  reelection,  may  accept  campaign  contributions  consistent  with  section  19(a)  of 
this  article.  Any  violation  of  this  section  shall  be  punishable  by  a  term  of  imprisonment  of  up  to 
six  months  and  the  imposition  of  a  fine  of  up  to  five  hundred  dollars  or  both. 

Section  19.  L  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or  breach  of 
the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly,  and  for  the 
fifteen  days  next  before  the  commencement  and  after  the  termination  of  each  session;  and  they 
shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any  other  place. 

2.  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state  laws 
governing  public  access  to  public  records.  Legislative  records  include,  but  are  not  limited  to,  all 
records,  in  whatever  form  or  format,  of  the  official  acts  of  the  general  assembly,  of  the  official 
acts  of  legislative  committees,  of  the  official  acts  of  members  of  the  general  assembly,  of 
individual  legislators  their  employees  and  staff,  of  the  conduct  of  legislative  business  and  all 
records  that  are  created,  stored  or  distributed  through  legislative  branch  facilities,  equipment  or 
mechanisms,  including  electronic.  Each  member  of  the  general  assembly  is  the  custodian  of 
legislative  records  under  the  custody  and  control  of  the  member.  The  chief  clerk  of  the  house  or 
the  secretary  of  the  senate  are  the  custodians  for  all  other  legislative  records  relating  to  the  house 
and  the  senate  respectively. 

Section  19(a).  I.  The  amount  of  contributions,  including  cash  and  in-kind  contributions,  to  a 
candidate  for  state  senate,  state  representative  or  any  office  within  the  senate  or  house  made  by 
or  accepted  from  any  natural  person  or  independent  entity  other  than  the  candidate  in  any  one 
election  shall  not  exceed  the  following: 

(a)  To  elect  an  individual  to  the  office  of  state  senator  or  an  office  within  the  senate,  one 
thousand  dollars; 
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(b)  To  elect  an  individual  to  the  office  of  state  representative  or  an  office  within  the  house,  five 
hundred  dollars: 

(c)  These  contribution  limits  shall  be  recalculated  on  January  1  of  even-numbered  years  by 
multiplying  the  original  contribution  limit  by  the  cumulative  consumer  price  index,  as  defined  by 
law,  for  all  years  since  January  1, 2015  and  rounding  to  the  nearest  twenty-five  dollars. 

2.  Unless  the  illegal  contribution  is  refunded  within  ten  business  days,  any  person  or  entity 
making,  accepting  or  retaining  a  contribution  to  a  candidate  for  state  senate,  state  representative 
or  an  office  within  the  senate  or  house  in  excess  of  those  allowed  in  subsection  I  shall  be  subject 
to: 

(a)  For  the  first  violation,  a  civil  fine  of  five  thousand  dollars  plus  an  amount  equal  to  the  illegal 
contribution. 

(b)  For  the  second  and  subsequent  violations,  any  person  or  entity  knowingly  making,  accepting 
or  retaining  an  illegal  contribution  shall  be  guilty  of  a  crime  and  upon  conviction  be  punished  by 
a  term  of  imprisonment  of  up  to  four  years  or  the  imposition  of  a  fine  of  up  to  five  thousand 
dollars  plus  an  amount  equal  to  the  illegal  contribution  or  both. 

3.  The  legislative  contribution  limits  in  subsection  I  shall  not  apply  to  a  "truly  independent 
expenditure."  As  used  in  this  section,  "truly  independent  expenditure"  means  one  or  more 
wholly  independent  expenditures  that  support  the  nomination,  election,  or  defeat  of  a  clearly 
identified  candidate  that  is  made  without  the  cooperation  or  consent  of,  communication, 
coordination  or  consultation  with,  or  the  request  or  suggestion  of  the  candidate,  the  candidate's 
committee,  the  candidate's  campaign,  the  candidate's  agents,  consultants  or  advisors.  In  addition 
to  other  penalties  of  this  section,  any  person  or  entity  who  purposefully  violates  the  contribution 
limits  of  subsection  I  by  making,  accepting  or  facilitating  an  excessive  expenditure  that  does  not 
meet  the  requirements  for  a  truly  independent  expenditure  shall  be  guilty  of  a  crime  and  upon 
conviction  be  punished  by  a  term  of  imprisonment  of  up  to  four  years  or  the  imposition  of  a  fine 
of  up  to  five  thousand  dollars  plus  an  amount  equal  to  the  illegal  expenditure  or  both. 

4.  The  penalties  in  this  section  do  not  limit  the  power  of  either  the  house  of  representatives  or 
the  senate  to  discipline  its  own  members.  Nothing  in  this  section  shall  restrict  the  general 
assembly  or  the  People  from  passing  campaign  finance  requirements  that  are  more  restrictive 
than  those  in  this  section. 

Section  19(b).  No  political  fund-raising  activities  or  political  fund-raising  event,  including  the 
solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate,  initiative  petition, 
referendum  petition,  ballot  measure,  political  party  or  political  party  committee,  shall  occur  in  or 
on  any  premises,  property  or  building  owned,  leased  or  controlled  by  the  house,  senate  or  general 
assembly.  Any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year 
and  or  a  fine  of  up  to  one  thousand  dollars  plus  an  amount  equal  to  the  illegal  contributions  or 
both. 

Section  39.  The  general  assembly  shall  not  have  power: 

( 1 )  To  give  or  lend  or  to  authorize  the  giving  or  lending  of  the  credit  of  the  state  in  aid  or  to  any 
person,  association,  municipal  or  other  corporation; 

(2)  To  pledge  the  credit  of  the  state  for  the  payment  of  the  liabilities,  present  or  prosfjective,  of 
any  individual,  association,  municipal  or  other  corporation; 

(3)  To  grant  or  to  authorize  any  county  or  municipal  authority  to  grant  any  extra  compensation, 
fee  or  allowance  to  a  public  officer,  agent,  servant  or  contractor  after  service  has  been  rendered 
or  a  contract  has  been  entered  into  and  performed  in  whole  or  in  part; 

(4)  To  pay  or  to  authorize  the  payment  of  any  claim  against  the  state  or  any  county  or  municipal 
corporation  of  the  state  under  any  agreement  or  contract  made  without  express  authority  of  law; 

(5)  To  release  or  extinguish  or  to  authorize  the  releasing  or  extinguishing,  in  whole  or  in  part, 
without  consideration,  the  indebtedness,  liability  or  obligation  of  any  corporation  or  individual 
due  this  state  or  any  county  or  municipal  corporation; 
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(6)  To  make  any  appropriation  of  money  for  the  payment,  or  on  account  of  or  in  recognition  of 
any  claims  audited  or  that  may  hereafter  be  audited  by  virtue  of  an  act  entitled  "An  Act  to  Audit 
and  Adjust  the  War  Debts  of  the  State,"  approved  March  19,  1 874,  or  any  act  of  a  similar  nature, 
until  the  claim  so  audited  shall  have  been  presented  to  and  paid  by  the  government  of  the  United 
States  to  this  state; 

(7)  To  act,  when  convened  in  extra  session  by  the  governor,  upon  subjects  other  than  those 
specially  designated  in  the  proclamation  calling  said  session  or  recommended  by  special  message 
to  the  general  assembly  after  the  convening  of  an  extra  session; 

(8)  To  remove  the  seat  of  government  from  the  City  of  Jefferson; 

(9)  Except  as  otherwise  provided  in  section  39(b),  section  39(c),  section  39(e)  or  section  39(f)  of 
this  article,  to  authorize  lotteries  or  gift  enterprises  for  any  purpose,  and  shall  enact  laws  to 
prohibit  the  sale  of  lottery  or  gift  enterprise  tickets,  or  tickets  in  any  scheme  in  the  nature  of  a 
lottery;  except  that,  nothing  in  this  section  shall  be  so  construed  as  to  prevent  or  prohibit  citizens 
of  this  state  from  participating  in  games  or  contests  of  skill  or  chance  where  no  consideration  is 
required  to  be  given  for  the  privilege  or  opportunity  of  participating  or  for  receiving  the  award  or 
prize  and  the  term  "lottery  or  gift  enterprise"  shall  mean  only  those  games  or  contests  whereby 
money  or  something  of  value  is  exchanged  directly  for  the  ticket  or  chance  to  participate  in  the 
game  or  contest.  The  general  assembly  may,  by  law,  provide  standards  and  conditions  to  regulate 
or  guarantee  the  awarding  of  prizes  provided  for  in  such  games  or  contests  under  the  provision  of 
this  subdivision; 

( 1 0)  To  impose  a  use  or  sales  tax  upon  the  use,  purchase  or  acquisition  of  property  paid  for  out  of 
the  funds  of  any  county  or  other  political  subdivision[.]; 

( 1 1)  To  prohibit  the  counting  of  a  genuine  signature  of  a  registered  voter  on  a  petition  because  of 
the  signature  means,  manner,  medium,  form  or  format  used  by  the  registered  voter. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


November  8,  2013 


The  Honorable  Tom  Schweich 
State  Au(jitor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

NOV  0  8  2013 


S  ( A 1 1  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Matthew  Dameron  regarding  a  proposed  constitutional 
amendment  to  Article  Vlll,  version  1  (2014-056) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Matthew  Dameron  on  November  7,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary'  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary'  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 1 0 1 
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It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021.  RSMo,  to  Ihc  contrary',  for  a  term  of  imprisonment  not 
to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  lhc§jitr)c  ejection,  or  to  sign  a  petition  when  such 


person  knows  he  or  she  is  not  the  registered  voter. 


INITIATIVE  PETITION 


^4 


CC.  OF  STATE 


To  Ihe  Honorable  Jason  Kander,  Secretary  of  Stale  of  the  state  of  Missouri: 
We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  


 County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  amendment  to  the  constitution  .shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  Ihe  4'"'  day  of  November.  2014.  and  each  for  him.self  or  herself  says:  I  have  personally  signed  this  petition;  i  am  a 

register  voter  of  the  state  of  Missouri  and  County  (orcity  of  St.  Louis):  my  registered  voting  address  and  name  of  the  city,  town 

or  village  in  which  I  live  are  correctly  written  after  my  name. 

[Insert  ballot  title  here) 

ClKCllLA  TOR-S  AI  F[DAVrr  STATH  01-  MISSOURI.  COUN  TY  OP'  


I. 


(Petition  CIrculntor's  Printed  Namo) 


being  Ilrst  duly  sworn,  say  (primed  nftmcs  of  signers  below) 


NAMF 
(Signature) 

DATF 
SIGNED 

rf:gisi  i;red  voi  ing  adi)Ri;ss 

(Strccl)             (Cliv.  Town  or  Villiige) 

ZIP 

CODH 

CONOR. 
DIST. 

NAMH 
(Printed  or  Typeil) 

I. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

S. 

/  / 

r 

9. 

/  / 

10. 

/  / 

signed  this  page  of  Ihe  foregoing  petition.  ;ind  each  of  Ihem  signed  his  or  her  name  iherelo  in  my  presence:  I  believe  that  each  has  staled  his  or  her 
name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Subscribed  and  sworn  to  before  me  this 


day  of 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 
 ,  A.D. . 


Notary  Public  (Seal) 


Signature  of  Notary 
Address  of  Notary :_ 


My  commission  expires 


I 


THE  PROPOSED  AMENDMENT 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  VllI,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  icnown  as  section  8,  to  read  as 
follows: 

Section  8.  Voters  of  the  state  shall  be  entitled  to  vote  early  in  advance  of  election  day,  without  huvinu  to  state  an 
excuse,  in-person  or  by  mail  for  all  federal  or  state  general  elections  as  follows: 

1.  Early  voting  shall  be  conducted  from  the  sixth  Tuesday  before  the  election  until  the  close  of  rcizuiar 
business  hours  the  Monday  immediately  before  the  election  for  both  in-person  and  mail-in  votini;.  The  hours  for 
conducting  early  voting  shall  be  the  regular  business  hours  of  each  local  election  authority.  For  the  twenty  one  days 
immediately  prior  to  election  day,  the  hours  for  early  voting  shall  also  include  at  least  live  hours  on  Saturday  and  at 
least  five  hours  on  Sunday  with  such  hours  on  Saturday  and  Sunday  including  the  hours  of  12  p.m.  to  5  p.m.  On  the 
last  Thursday  during  the  early  votina  period  immediately  before  the  election,  the  hours  for  conducting  early  voting 
must  include  the  hours  of  8  a.m.  to  7  p.m. 

2.  Each  local  election  authority  shall  conduct  early  voting  at  a  central  vote  early  location.  In  addition,  each 
local  election  authority  with  more  than  one  hundred  fifty  thousand  registered  voters  shall  establish  satellite  vote 
early  sites  as  additional  locations  at  which  to  vote  early  as  follows: 

(1)  In  addition  to  conducting  voting  at  the  central  vote  early  location,  each  local  election  authority  with 
more  than  one  hundred  fifty  thousand  registered  voters  shall  provide  one  satellite  vote  early  site. 
Local  election  authorities  shall  provide  one  satellite  vole  early  site  for  registered  voters  in  excess  of 
one  hundred  fifty  thousand  and  an  additional  satellite  vote  early  site  for  each  increment  of  fifty 
thousand  registered  voters  such  that  local  election  authorities  will  provide  one  central  location  for  up 
to  one  hundred  and  fifty  thousand  registered  voters,  one  central  location  and  one  satellite  site  for 
between  one  hundred  fifty  tiiousand  and  two  hundred  thousand  registered  voters,  one  central  location 
and  two  satellite  sites  for  between  two  hundred  thousand  and  two  hundred  fifty  thousand  registered 
voters,  et  cetera; 

(2)  For  purposes  of  this  section,  the  number  of  registered  voters  shall  be  determined  by  the  number  of 
registered  voters  in  that  jurisdiction  in  the  previous  federal  general  election; 

(3)  In  determining  the  location  of  the  satellite  vole  early  sites,  the  local  election  authority  shall  consider 
factors,  including  but  not  limited  to.  the  geographic  location  and  demographics  of  voters  in  the 
previous  federal  general  election  and  current  United  States  census  data  to  ensure  nondiscrimination  in 
the  representation  of  the  community  served  to  the  greatest  extent  possible; 

(4)  The  election  authority  shall  provide  adequate  public  notice  of  the  designated  central  vote  early 
location  and  the  satellite  vote  early  sites,  including  but  not  limited  to.  posting  information  concerning 
the  availability  of  early  voting  and  the  location(s)  and  hours  for  early  voting  prominently  at  the  local 
election  authority's  office,  prominently  on  the  web  site  of  the  local  election  authority,  and  by  such 
other  methods  as  the  local  election  authority  may  reasonably  select;  and 

(5)  Nothing  in  this  section  shall  prohibit  a  local  election  authority  from  establishing  additional  satellite 
voting  locations  in  excess  of  those  required  by  this  provision,  nor  shall  this  section  prohibit  a  local 
election  authority  with  fewer  than  one  hundred  fifty  thousand  registered  voters  from  establishing  one 
or  more  satellite  vote  early  sites. 

3.  Local  election  authorities  shall  appoint  at  least  one  election  judge  fi"om  each  major  political  party  to 
serve  at  the  central  vote  early  location  and  at  any  satellite  vote  early  site.  Procedures  for  appointing  judges  for 
central  vote  early  locations  and  satellite  vote  early  sites  shall  be  the  same  as  provided  in  the  general  election  law. 
Procedures  for  designating  challengers  for  central  vote  early  locations  and  satellite  vote  early  sites  shall  be  the  same 
as  the  procedures  provided  in  the  general  election  law.  Procedures  for  casting  ballots  at  central  vote  early  locations 
and  satellite  vote  early  sites  shall  be  the  same  as  the  procedures  provided  in  the  general  election  law.  Procedures  for 
tabulating  ballots  cast  at  central  vole  early  locations  and  satellite  vote  early  sites  shall  be  the  same  as  provided  in  the 
general  election  law. 

4.  The  slate  of  Missouri  and  all  local  election  authorities  shall  make  available  to  any  requester  a  list  of  all 
voters  who  have  already  cast  such  ballots.  Such  list  shall  only  include  voter  information  authorized  pursuant  to  the 
general  election  law  and  shall  be  made  available  promptly  after  a  request.  Such  list  shall  be  provided  in  a  paper  or  a 
readily  available  electronic  format,  at  the  option  of  the  requester. 

5.  This  section  is  self-executing.  Any  law  that  conflicts  with  this  section  shall  not  be  valid  or  enforceable, 
and  this  section  shall  be  implemented  notwithstanding  Article  X  Sections  16-24  of  the  Missouri  Constitution.  All  of 
the  provisions  of  this  section  are  severable.  If  any  provision  of  this  section  is  found  by  a  court  of  competent 
jurisdiction  to  be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  section  shall  be  and 
remain  valid. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

November  8,2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


RECfcfVfcD 

WV  0  8  2013 

STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 


RE:  Petition  approval  request  from  Matthew  Dameron  regarding  a  proposed  constitutional 
amendment  to  Article  VIII,  version  2  (2014-057) 


Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Matthew  Dameron  on  November  7,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely. 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 101 
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It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  or  section  560.021.  RSMo.  to  the  contrary,  for  a  term  of  imprisonment  not 
to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measurq__fo!: the  same  eleclion.  or  to  sign  a  petition  when  such 
person  knows  he  or  she  is  not  the  registered  voter.  f.-fr/f  ,-  '  ' 

ftiyi 'o'-  c.  I. 

INITIATIVE  PETITION 


lATk 


To  the  1  lonorable  Jason  Kander,  Secretary  of  State  of  the  state  of  Mi.ssouri: 


We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Loins),  respectfully  order  that 


the  following  proposed  amendment  to  the  con.stitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  4'*'  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition:  I  am  a 

rcgi.ster  voter  of  the  stale  of  Mi.ssouri  and  County  (or  city  of  St.  Louis):  my  registered  voting  address  and  name  of  the  city,  town 

or  village  in  which  I  live  are  correctly  written  alkr  my  name. 

[Insert  btillot  title  here) 

CIRCULATOR'S  AKFIDAVIT  STATK  OF  MISSOURI.  COUNTY  OF  


I. 


(Petition  Circulator's  I'rinlei)  Name) 


being  tlrsl  duly  sworn,  say  (printed  names  of  signers  below) 


NAMK 
(Signature) 

DATE 
.SIONKD 

RfXilS1ERi:i)  VOTING  AODI^IiS.S 
(Sireet)               (City.  Town  or  Village) 

CODE 

CONOR 
DIST. 

NAM!-: 
(Printed  or  Typed) 

1. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10, 

/  / 

.signed  this  page  of  the  foregoing  petition,  and  each  ofthem  signed  his  or  her  name  thereto  in  my  presence:  I  believe  that  each  has  .stated  his  or  her 
name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
Countv. 


Subscribed  and  sworn  to  before  me  this 


day  of 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 
 ,  A,D. . 


Notary  Public  (Seal) 


Signature  of  Notary 
Address  of  Notary:_ 


My  commission  expires 


THE  PROPOSED  AMENDIVIENT 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  VllI,  Constilution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  known  as  section  8,  to  read  as  follows: 

Section  8.  Voters  of  the  state  shall  be  entilied  to  vole  early  in  advance  of  election  day,  withoui  liavin|j  to  stale  an  excuse,  in- 
person  or  by  mail  for  ail  federal  or  stale  general  elections  as  follows: 

1.  Early  voiiiig  shall  be  conducted  from  the  sixth  Tuesday  before  the  election  until  the  close  of  regular  business  hours 
the  Monday  immediately  before  liie  election  for  bolh  in-person  and  mail-in  voting.  The  hours  for  conducting  early  voting  shall  be 
the  regular  business  liours  of  eacli  local  election  aulhorilv.  For  the  Iwenlv  one  days  immediately  prior  to  election  day,  the  houi's 
for  early  voting  shall  also  include  al  least  live  hours  on  Saturday  and  al  least  live  hours  on  Sunday  with  such  hours  on  Saturday 
and  Sunday  iiicludini;  the  hours  of  12  p.m.  lo  5  p.m.  On  the  last  Thursday  during  Ihc  curly  voting  period  immediately  before  the 
election,  the  hours  for  conducting  earlv  voting  musl  include  the  hours  of  8  a.m.  to  7  p.m. 

2.  Hach  local  election  aulhorih  shall  conduct  carlv  voting  al  a  central  vole  early  location.  In  addition,  each  local 
election  authority  with  more  than  one  hundred  thousand  registered  voters  shall  establish  satellite  vote  earlv  sites  as  additional 
locations  at  which  to  vole  carlv  as  follows: 

(1 )  In  addition  to  conducting  voting  al  the  central  vole  early  location,  each  local  election  authority  with  more  than  one 
hundred  thousand  registered  voters  shall  provide  one  salellile  vote  earlv  site.  Local  election  authorities  shall 
provide  one  satellite  vote  early  site  for  registered  voters  in  excess  of  one  hundred  thousand  and  an  additional 
satellite  vote  earlv  site  for  each  increment  of  llftv  thou.sand  rcgi.siered  voters  .such  that  local  election  authorities 
will  provide  one  central  location  for  up  to  one  hundred  thousand  registered  voters,  one  central  location  and  one 
satellite  site  for  between  one  hundred  and  one  luindred  fifty  thou.sand  rcgi.siered  voters,  one  central  location  and 
two  .salellile  sites  for  between  one  hundred  lll'ly  llioiLsand  and  two  hundred  thou.sand  registered  voters,  ct  cetera: 

(2)  For  puipo.ses  of  this  section,  the  number  of  registered  voters  shall  be  determined  by  ihe  number  of  registered 
voters  in  that  jurisdiction  in  the  previous  federal  general  election: 

(3)  In  determining  the  location  of  the  satellite  vote  early  sites,  the  local  election  authority  shall  consider  factors, 
including  but  not  limited  to.  the  geographic  location  and  demographics  of  voters  in  the  previous  federal  general 
election  and  current  United  Slates  census  data  to  ensure  nondiscrimination  in  the  representation  of  the  community 
served  to  the  greatest  extent  possible: 

(4)  The  election  authority  .shall  provide  adequate  public  notice  of  the  designated  central  vote  early  location  and  the 
satellite  vote  earlv  sites,  including  but  not  limited  to.  posting  information  concerning  Ihe  availability  of  early 
voting  and  the  locationis)  and  hours  for  early  voting  prominently  at  the  local  election  authority's  office, 
prominently  on  the  web  site  of  the  local  election  authority,  and  by  such  other  methods  as  the  local  election 
authority  may  reasonably  select:  and 

(5)  Nothing  in  this  section  shall  prohibit  a  local  election  authority  from  establishing  additional  satellite  voting 
locations  in  excess  of  those  required  b\  this  provision,  nor  shall  this  section  prohibit  a  local  election  authority 
with  fewer  than  one  hundred  thousand  registered  voters  from  establishing  one  or  more  satellite  vote  early  sites. 

3.  Local  election  authorities  shall  appoint  al  least  one  election  judge  from  each  maior  polilical  party  to  .serve  at  the 
central  vote  earlv  location  and  al  any  satellite  vote  earlv  site.  Procedures  for  appointing  iudges  for  central  vote  earlv  locations  and 
satellite  vote  early  sites  shall  be  Ihe  same  as  provided  in  the  general  election  law.  Procedures  for  designating  challengers  for 
central  vote  earlv  locations  and  satellite  vote  early  sites  shall  be  the  .same  as  the  procedures  provided  in  the  general  election  law. 
Procedures  for  casting  ballots  al  central  vote  earlv  locations  and  satellite  vote  earlv  siles  shall  be  the  .same  as  the  procedures 
provided  in  the  general  election  law.  Procedures  for  tabulating  ballots  cast  at  central  vote  earlv  locations  and  satellite  vote  earlv 
sites  shall  be  the  .same  as  provided  in  the  general  election  law. 

4.  The  stale  of  Missouri  and  all  local  election  authorities  .shall  make  available  to  any  requester  a  list  of  all  voters  w  ho  have 
already  east  such  ballots.  Such  list  shall  only  include  voter  information  aulhori/ed  pursuant  to  the  general  election  law  and  shall 
be  made  available  promptly  alkr  a  request.  Such  list  shall  be  provided  in  a  paper  or  a  readily  available  electronic  formal,  al  the 
option  of  Ihe  requester. 

5.  This  section  is  self-execuling.  Anv  law  that  conHiels  with  this  section  shall  not  he  valid  or  enl'orceable.  and  this  section 
shall  he  implemented  nolw  ilhslanding  Article  X  Sections  16-24  of  the  Missouri  Constitution.  All  of  the  provisions  of  this  section 
are  severable.  If  any  provision  of  this  .section  is  found  hv  a  court  of  competent  jurisdiction  to  be  unconstitutional  or 
uneon.stitutionallv  enacted,  the  remaining  provisions  of  this  .seclion  shall  be  and  remain  valid. 


RECEIVED 


NOV  0  8  2013 


Jason  Kander 


STATE  AUDITORS  OFFICE 


JAMKS  C.  KlRKl'ATRUlK 

Statk  Information  Ckntkr 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elkctions  Division 
(573)751  2301 


November  8,2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Matthew  Dameron  regarding  a  proposed  constitutional 
amendment  to  Article  VIII,  version  3  (2014-058) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Matthew  Dameron  on  November  7,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summar>'  as  required  by  section  1 16.332.  RSMo.  Section  1 16.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summar>'  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMKS  C.  KiRKi'ATRioK  Statk  Inhormation  Ckntkr 
600  W.  Main  Strkkt  •  Jkkkkrson  City  65 101 
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It  is  a  ciiLss  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021.  RSMo.  to  the  contrary,  lor  a  term  of  imprisonment  not 
to  exceed  one  year  in  the  county  jail  or  a  fine  not  (o  exceed  ten  thousand  dollars  or  both,  lor  anyone  losign  any  initiative  petition  with  any  name  other 
than  iiis  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  .same  measure  fopllje  same  election,  or  to  sign  a  petition  when  such 

person  knows  he  or  she  is  not  the  registered  voter.    .  //'  ' 

I^SSC.  CP  3 (ATI- 
INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  of  the  stale  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  4"'  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition:  I  am  a 

register  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  name  of  the  city,  town 

or  village  in  which  I  live  are  correctly  written  after  my  name. 

Ilnsert  ballot  title  here] 

CIRCULATOR  S  ArFIDAVlT  STATE  OF  Ml.SSOURl.  COUNl  Y  OF   


I. 


(Petition  Circulator's  Printed  Name) 


,  being  first  duly  sworn,  soy  (printed  names  of  signers  below) 


NAM1-; 
(Sicnutunc) 

DATE 
SIGNED 

WiOISTERr.D  VO  I  INO  ADDRHSS 
(Street)               (City,  t  own  or  Village) 

ZIP 
CODE 

C'ONCiR 
DIST. 

namp: 

(Printed  or  Typcdj 

1. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  staled  his  or  her 
name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 
 ,  A.D._ 


Notary  Public  (Seal) 


Signature  of  Notary 
Address  of  Notary :_ 


My  commission  expires 


THE  PROPOSED  AMENDMENT 
Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  VIII,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  icnown  as  section  8,  to  read  as  follows: 

Section  8.  Voters  of  the  state  shall  he  enlilled  to  vote  early  in  advance  of  election  day,  wiihoul  having  to  state  an  excuse,  in- 
person  or  by  mail  for  all  federal  or  slalc  j;eneral  elections  as  I'ollovvs: 

1.  \i-<\r\\  voiini;  shall  he  conducted  from  the  sixth  "l  uesdav  before  llie  election  until  the  close  of  regular  business  hours 
the  Monday  inimedialely  before  the  elcclion  for  holh  in-person  and  mail-in  voling.  The  hours  for  conduclina  early  voling  shall  be 
the  regular  business  hours  of  each  local  eleclioii  authority.  I'or  the  twenly  one  days  immedialelv  prior  lo  eieclion  day,  the  hours 
for  early  volinii  shall  also  include  at  least  five  hours  on  Saturday  and  al  leasi  live  hours  on  Sunday  wilh  such  hours  on  Saturday 
and  Sunday  including  the  hours  of  12  p.m.  lo  5  p.m.  On  the  lasl  I  hursdav  during  Ihe  earlv  voting  period  immediately  before  the 
election,  the  hours  for  conducting  early  voting  mu.si  include  the  hours  of  8  a.m.  to  7  p.m. 

2.  I'.ach  local  election  authority  shall  conduct  early  voting  at  a  central  vote  early  location.  In  addition,  each  local 
election  authority  wiih  more  lhan  one  hundred  sevcnrs'  five  thousand  registered  voters  shall  establish  satellite  vole  earlv  sites  as 
addilionai  locations  al  which  to  vote  earlv  as  follows: 

(1)  In  addition  to  conducting  voting  at  Ihe  central  vole  early  location,  each  local  election  authority  with  more  lhan  one 
hundred  .seventy  five  ihou.sand  registered  voters  .shall  provide  one  salellile  vote  earlv  site.  Local  eieclion 
authorities  shall  provide  one  satellite  vote  earlv  site  I'or  registered  voters  in  excess  of  one  hundred  .scvenly  five 
thousand  and  an  additional  satellite  vote  early  site  I'or  each  increment  of  seventy  five  Ihou.sand  registered  volers 
such  that  local  eieclion  authorities  will  provide  one  central  location  for  up  to  one  hundred  seventy  five  thousand 
registered  voters,  one  central  location  and  one  satellite  site  for  between  one  hundred  sevenu  five  and  two  hundred 
and  fifty  thousand  registered  voters,  one  central  location  and  two  .satellite  sites  for  between  two  hundred  filly 
thousand  and  ihree  hundred  twenty  five  thousand  registered  voters,  el  cetera: 

(2)  for  purposes  of  this  section,  the  number  of  registered  volers  shall  he  deiermined  by  the  number  of  registered 
voters  in  that  jurisdiction  in  Ihe  previous  federal  general  eieclion: 

(3)  In  deienuining  the  location  of  the  satellite  vote  earlv  sites.  Ihe  local  election  authority  shall  consider  factors, 
including  but  not  limited  to.  the  geographic  location  and  demographics  of  volers  in  the  previous  federal  general 
elcclion  and  current  United  Slates  census  data  lo  ensure  nondiscrimination  in  the  representation  of  the  community 
served  lo  the  greatest  cxient  possible: 

(4)  The  election  authority  .shall  provide  adequate  public  notice  of  Ihe  designated  central  vote  earlv  location  and  the 
satellite  vole  earlv  sites,  including  but  not  limited  lo.  posting  information  concerning  the  availability  of  early 
voting  and  the  localion(s)  and  hours  for  earlv  voting  prominently  at  the  local  eieclion  authoril\'s  office, 
proniinenlly  on  the  web  site  of  the  local  election  authority,  and  by  such  other  methods  as  the  local  election 
authority  may  rea.sonahlv  select:  and 

(5)  Nothing  in  this  section  shall  prohibit  a  local  elcclion  authority  froin  establishing  additional  .satellite  voling 
locations  in  excess  of  those  required  by  this  provision,  nor  shall  this  section  prohibit  a  local  eieclion  authority 
wilh  fewer  lhan  one  hundred  Ihou.sand  seventy  five  registered  voters  from  establishing  one  or  more  satellite  vote 
early  sites. 

3.  Local  election  authorities  shall  appoint  al  least  one  election  judge  from  each  major  political  party  to  serve  al  the 
central  vote  early  location  and  at  any  satellite  vote  earlv  site.  Procedures  for  appointing  judges  for  central  vote  early  locations  and 
satellite  vote  early  sites  shall  be  the  same  as  provided  in  the  general  election  law.  Procedures  for  designating  challengers  for 
central  vote  earlv  locations  and  satellite  vole  early  sites  shall  be  the  same  as  the  procedures  provided  in  the  general  eieclion  law. 
Procedures  for  casting  ballots  al  central  vote  early  locations  and  satellite  vole  early  sites  shall  he  the  same  as  the  procedures 
provided  in  the  general  election  law.  Procedures  for  labulaling  ballots  cast  at  central  vole  cariv  locations  and  satellite  vole  earlv 
sites  shall  be  the  same  as  provided  in  the  general  eieclion  law. 

4.  The  state  of  Missouri  and  all  local  election  authorities  shall  make  available  to  anv  requester  a  list  of  all  voters  who  have 
already  cast  .such  ballots.  Such  list  shall  only  include  voter  information  authorized  pursuant  to  the  general  eieclion  law  and  shall 
be  made  available  promptly  after  a  request.  Such  list  shall  be  provided  in  a  paper  or  a  readily  available  electronic  forinal.  al  the 
option  of  the  requester. 

5.  This  section  is  self-executing.  Any  law  thai  confiicls  wilh  ihis  seclion  shall  noi  be  valid  or  enforceable,  and  Ihis  scclion 
shall  be  implemented  notwithstanding  Article  X  Seclions  16-24  of  ihe  Missouri  Conslitution.  All  of  the  provisions  of  this  section 
are  severable.  If  any  provision  of  this  .section  is  found  by  a  court  of  competent  iurisdiclion  to  be  unconstitutional  or 
unconstitutionally  enacted,  the  remaining  provisions  of  this  section  shall  be  and  remain  valid. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


November  12,2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  BuiWing 
Jefferson  City,  MO  65101 


RECEiVED 

NOV  I  2  2013 


STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Aaron  Willard  regarding  a  proposed  constitutional 
amendment  to  Article  X,  version  1  (2014-059) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Aaron  Willard  on  November  8,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary-  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 1 0 1 
Administrative  rules  •  business  services  •  elections  •  publications  •  Securities  •  State  archives  •  State  Library  •  Wolfner  Library 


Sincerely, 


County 


^  g,(^  the  coqtrapQ  for  a  temi  of 
Oifars     bollW,  for  anyone  to  sign 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  56 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  tho 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  tlian  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  shc/is  not  a  registered  voter. 

/^/SEC. 

INITIATIVE  PETITION 


STATE 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully 


order  that  the  following  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have 

personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 

CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(SU-eet)  (City.  Town  or  VillaKc) 

ZIP 
CODE 

CONOR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 


Address  of  Affiant 


day  of 


,A.D.201  . 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  X  is  amended  by  repealing  Section  1  and  two  new  sections  are  adopted  to  be  icnown  as  Article 
X,  Sections  1  and  26. 

Section  1.  (a)  The  General  Assembly  and  all  state  executive  agencies  and  departments  shall  not  issue, 
authorize  or  approve  a  cumulative  amount  oFtax  credits  in  excess  of  $200  million  per  state  fiscal  year.  If  the 
cumulative  amount  of  tax  credits  issued,  authorized  or  approved  in  any  state  fiscal  year  exceeds  $200  million, 
the  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor  effective  the 
immediately  ensuing  tax  year. 

(b)  If  the  existing  rate  of  the  individual  income  tax  is  one  quarter  of  one  percent  or  less,  then  the 
individual  income  tax  shall  be  pennancntly  eliminated  and  the  general  assembly  shall  not  have  the  authority  to 
impose  a  tax  on  or  measured  by  income  or  earnings  of  an  individual. 

(c)  "Reduction  factor"  is  the  percentage,  rounded  up  to  the  nearest  quarter  of  one  percent  but  not 
less  than  one  quarter  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  cumulative  amount  of  tax  credits 
issued,  authorized  or  approved  in  any  state  fiscal  year  which  is  in  excess  of  $200  million. 

(d)  All  tax  credits,  issued  after  tiie  effective  date  of  this  amendment,  shall  be  redeemed  within  five 
years  of  the  date  of  issuance  of  such  tax  credit  and  any  tax  credits  issued  after  the  effective  date  of  this 
amendment  but  not  redeemed  in  such  time  period  shall  expire  and  cannot  be  used  to  offset  or  pay  any  tax 
liability  or  be  refunded  from  any  state  funds  or  by  any  state  entity. 

(e)  Notwithstanding  other  provisions  of  this  constitution,  any  taxpayer  of  the  state  shall  have 
standing  to  bring  suit  in  a  circuit  court  of  proper  venue  to  enforce  the  provisions  of  this  section  and,  if  the  suit  is 
sustained,  shall  receive  from  the  state  his  costs,  including  reasonable  attorneys'  fees,  incurred  in  maintaining 
such  suit. 

  ^ 

Section  26.  The  taxing  power  may  be  exercised  by  the  general  assembly  for  state  purposes,  and  by 
counties  and  other  political  subdivisions  under  power  granted  to  them  by  the  general  assembly  For  county, 
municipal  and  other  corporate  purposes,  except  as  restricted  in  Section  1  of  this  Article. 

[Section  1.  The  taxing  power  may  be  exercised  by  the  general  assembly  for  state  purposes,  and  by 
counties  and  other  political  subdivisions  under  power  granted  to  them  by  the  general  assembly  for  county, 
municipal  and  other  corporate  purposes.] 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


November  12,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

NOV  1  2  2013 


STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Aaron  Willard  regarding  a  proposed  constitutional 
amendment  to  Article  X,  version  2  (2014-060) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Aaron  Willard  on  November  8.  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 101 

ADMINISTRATIVE  RULES  •  BUSINESS  SERVICES  •  ELECTIONS  •  PUBLICATIONS  •  SECURITIES  •  STATE  ARCHIVES  •  STATE  LIBRARY  •  WOLFNER  LIBRARY 


:4 


ounty 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  sectian  ^Mi^'  J^'^}  ]tol4be|cQntrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  tArftroysiind  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  aregistered  voter. 

lio/liEC'oi'  ST  Alt 
INITIATIVE  PETITION^ 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  4"''  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have 

personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my 
name.  T" 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that 
each  has  .stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant  Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  201_. 


Signature  of  Notary  Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  slate  of  Missouri  that  the  Constitution  he  amended: 

Article  X  is  amended  by  repealing  Section  I  and  two  new  sections  are  adopted  to  be  known  as  Article 
X,  Sections  1  and  26. 

Section  1.  (a)  The  General  Assembly  and  all  state  executive  agencies  and  departments  shall  not  issue, 
authorize  or  approve  any  amount  of  tax  credits  beyond  those  issued,  authorized  and  approved  on  the  effective 
date  of  this  amendment.  If  any  amount  of  tax  credits  are  issued,  authorized  or  approved  in  any  state  fiscal  year, 
the  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor  effective  the 
immediately  ensuing  tax  year. 

(b)  If  the  existing  rate  of  the  individual  income  tax  is  one  quarter  of  one  percent  or  less,  then  the 
individual  income  tax  shall  be  permanently  eliminated  and  the  general  assembly  shall  not  have  the  authority  to 
impose  a  tax  on  or  measured  by  income  or  earnings  of  an  individual. 

(c)  "Reduction  factor"  is  the  percentage,  rounded  up  to  the  nearest  quarter  of  one  percent  but  not 
less  than  one  quarter  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  of  tax  credits  issued, 
authorized  or  approved  in  any  state  fiscal  year. 

Section  26.  The  taxing  power  may  be  exercised  by  the  general  assembly  for  state  purposes,  and  by 
counties  and  other  political  subdivisions  under  power  granted  to  them  by  the  general  assembly  for  county. 
municipal  and  other  corporate  purposes,  except  as  restricted  in  Section  !  of  this  Article. 

[Section  I .  The  taxing  power  may  be  exercised  by  the  general  assembly  for  state  purposes,  and  by 
counties  and  other  political  subdivisions  under  power  granted  to  them  by  the  general  assembly  for  county, 
municipal  and  other  corporate  purposes.] 


RECblVED 


I 


NOV  1  8  2013 


Jason  Kander 


f  —  •■  —r 


JAMKS  C.  Kirki'ATric:k 
Statf  Information  Ckntkr 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elkctions  Division 
(573)751-2301 


November  18.  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Aaron  Willard  regarding  a  proposed  constitutional 
amendment  to  Article  X  (20 1 4-06 1 ) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Aaron  Willard  on  November  15,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMKS  C.  Kirki'ATrickStatk  Information  Ckntk.r 
600  W.  Main  Strkkt  •  Jkhhkrson  City  65 1 01 
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It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  t(pthe  Qoi^ap',  for  a  term  of 

imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  l)otlt;''fOTtrnyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  orcslje  is  not  a  registered  voter. 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully 


order  that  the  following  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have 

personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 


DATE 
SIGNED 


REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 


ZIP 
CODE 


CONOR. 
DIST. 


NAME 
(Printed  or  Typed) 


2. 


3. 


5. 


7. 

8^ 


11. 

TT 
W. 


signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  naine  thereto  in  my  pre.sence;  I  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant  Address  of  Affiant 

(Person  obtaining  signatures)  ^ 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  201_. 


Signature  of  Notary 
Notary  Public  (Seal) 


Address  of  Notary 
My  commission  expires  


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  X  is  amended  by  repealing  Sections  1  and  4(d)  and  seven  new  sections  are  adopted  to  be 
known  as  Article  X,  Sections  1(a)  through  (f)  and  4(d). 

Section  Ua).  The  taxing  power  may  be  exercised  by  the  general  assembly  for  state  purposes. 
and  by  counties  and  other  political  subdiyisions  under  power  granted  to  them  by  the  general  assembly 
for  county,  municipal  and  other  corporate  purposes,  except  the  general  assembly  shall  not  have  the 
power  to  enact  any  law: 

(1)  imposing  a  tax  on  or  measured  by  the  income  or  earnings  of  an  individual  for  tax  years 
beginning  on  or  alter  January  1.  2015.  except  as  provided  in  sections  Ua)  through  ltd)  of  this  article: 
or 

(ii)  authorizing  any  county  or  other  political  subdivision  to  enact,  levy  or  impose  a  tax  on  or 
measured  by  the  income  or  earnings  of  an  individual,  except  any  tax  on  or  measured  by  the  income  or 
earnings  of  an  individual  that  was  lavyrfiilly  enacted  and  imposed  by  a  city  prior  to  January  1.  2015.  and 
continues  to  be  lawfully  renewed  by  voters  of  such  city. 

Section  Kb).  (1)  Any  existing  tax  on  or  measured  by  the  income  or  earnings  of  an  individual 
shall  be  repealed  effective  January  1.  2015,  except: 

(i)  the  tax  imposed  by  section  1(c);  and 

(ii)  any  tax  on  or  measured  by  the  income  or  earnings  of  an  individual  that  was  lawfully 
enacted  and  imposed  by  a  city  prior  to  January  1,  2013  and  continues  to  be  lawfully  renewed 
by  voters  of  such  city. 

(2)  Any  tax  in  effect  for  a  tax  year  ending  on  or  before  December  31.  2014  shall  be  collectible 
by  the  Director  of  Revenue  as  may  be  provided  by  law. 

Section  1(c).  For  tax  years  beginning  on  or  after  January  1.  2015.  there  shall  be  a  tax  imposed 
as  follows: 

(i)  .  On  maaied  individuals  filing  joint  returns  and  heads  of  households: 

(A)  .  On  all  Missouri  taxable  income  not  over  $30,000  a  tax  at  the  rate  of  three 

percent:  and 

(B)  .  On  all  Missouri  taxable  income  over  $30,000  a  tax  at  the  rate  of  four  point 
nine  percent  plus  $900: 

(ii)  .  On  all  other  individuals: 

(A)  .  On  all  Missouri  taxable  income  not  over  $15,000  a  tax  at  the  rate  of  three 

percent:  and 

(B)  .  On  all  Missouri  taxable  income  over  $15.000  a  tax  at  the  rate  of  four  point 
nine  percent  plus  $450. 

Section  1(d).  "Missouri  taxable  income"  shall  be  as  defined  by  law,  but  shall  not  include  (1) 
net  profits  from  a  business  reported  on  schedule  C  and  on  line  12  of  the  taxpayer's  form  1040  federal 
income  tax  return:  (2)  net  income  from  rental  real  estate,  royalties,  partnerships.  S  corporations, 
estates,  trusts,  and  not  farm  rental  as  reported  on  schedule  E  and  line  17  of  the  taxpayer's  fonn  1040 
federal  income  tax  return:  and  (3)  net  farm  profit  as  reported  on  schedule  F  and  line  18  of  the 
taxpayer's  form  1040  federal  income  tax  return.  For  purposes  of  this  section,  the  schedules,  lines  and 
form  shall  be  such  as  existed  for  tax  year  201 1  and  as  revised  thereafter  by  the  internal  revenue 
service. 


Section  1(e).  The  General  Assembly  may  enact,  without  submitting  to  a  statewide  vote,  an 
increase  in  the  rate  of  sales  tax  imposed  for  general  revenue  purposes  or  an  expansion  of  the  base  of 
the  sales  tax  imposed  for  general  revenue  purpose  or  both.  The  authorization  in  this  section  shall  be 
effective  only  if  the  revenues  collected  by  the  department  of  revenue  decrease  as  a  result  of  the 


operation  of  sections  Ka)  through  1(d)  of  this  article  and  such  increase  in  the  rate  or  expansion  of  the 
base  shall  only  be  in  such  amount  as  to  equal  the  decrease  in  revenues  collected  by  the  department  of 
revenue  as  a  direct  result  of  sections  1(a)  through  1(d)  of  this  section.  The  increase  or  expansion 
authorized  in  this  section  shall  be  recalculated  and  renewed  every  year  or.  if  not  renewed,  shall  expire 
on  the  anniversary  of  the  day  which  such  increase  or  expansion  was  effective.  The  provisions  of 
Article  X,  Section  1 8(e)  shall  not  apply  to  the  actions  of  the  General  Assembly  under  this  section. 

Section  1(f).  Sections  1(a)  through  (f)  of  this  article  shall  be  self-enforcing,  and  the  general 
assembly  may  enact  laws,  not  inconsistent  therewith,  to  provide  for  the  administration  and  collection 
of  the  tax  imposed  in  section  1(c)  and  authorized  in  section  1(e)  of  this  article  and  in  aid  of  the 
provisions  of  sections  1(a)  through  1(f)  of  this  article- 
Section  4(d).  In  enacting  any  law  defining  Missouri  taxable  income,  the  general  assembly  may 
reference  provisions  of  the  laws  of  the  United  States  as  they  may  be  or  become  effective  at  any  time  or 
from  time  to  time,  whether  retrospective  or  prospective  in  their  operation.  The  general  assembly  may 
in  so  defining  Missouri  taxable  income  make  exceptions,  additions,  or  modifications  to  any  provisions 
of  the  laws  of  the  United  States  so  referred  to  and  for  retrospective  exceptions  or  modifications  to 
those  provisions  which  are  retrospective. 

[Section  1.  The  taxing  power  may  be  exercised  by  the  general  assembly  for  state  purposes,  and  by 
counties  and  other  political  subdivisions  under  power  granted  to  them  by  the  general  assembly  for 
county,  municipal  and  other  corporate  purposes.] 

[Section  4(d).  In  enacting  any  law  imposing  a  tax  on  or  measured  by  income,  the  general  assembly 
may  define  income  by  reference  to  provisions  of  the  laws  of  the  United  States  as  they  may  be  or 
become  effective  at  any  time  or  from  time  to  time,  whether  retrospective  or  prospective  in  their 
operation.  The  general  assembly  shall  in  any  such  law  set  the  rate  or  rates  of  such  tax.  The  general 
assembly  may  in  so  defining  income  make  exceptions,  additions,  or  modifications  to  any  provisions  of 
the  laws  of  the  United  States  so  referred  to  and  for  retrospective  exceptions  or  modifications  to  those 
provisions  which  are  retrospective.] 


Jason  Kander 


JAMI-.S  C.  KlRKl'ATRICK 
STATH  IN1-()1<MATI(  )N  CKNTF.R 
( 573 )7S1  4936 


Secretary  of  State 
State  of  Missouri 


Elf,c:ti<)ns  Division 
(573)751-2301 


November  18,2013 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Steven  Reed  regarding  a  proposed  constitutional 
amendment  to  Article  IV  (2014-062) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Steven  Reed  on  November  18,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


JAMI-S  C.  KlRKl'ATRICK  STATK  INFORMATION  CKNTI-.R 
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County  

Page  No.  

It  is  a  class  A  misdeineaiior  piinisiiabie,  notwitlistandiiig  the  prpvjMons  of  section  560.021,  RSMo,  to  the 
contrary,  for  a  term  of  imprisonment  not  to  exceed  ciiie'^'eaf  iii  tlfe'cbiinty  jail  or  a  fine  not  to  exceed  ten 
thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  aiiy  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  her  name  mo2fl|l5^S>Vct3brflie  ^hiS Pleasure  for  the  same  election,  or 
to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INITIATI>^PI&TITIO>(''j^M  v:^^ 
To  the  Honorable  Jason  Kander.  Secretary  of  State ^^,^i£^  stafe  p^  Iylissouri: 

We,  the  undersigned,  registered  voters  of  the  state4f  Missouri  and  Comity  (or  city  of  St. 

Louis),  respectfully  order  that  the  following  propo.sed  amendment  to  the  constitution  shall  be  submitted  to 
the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I 

am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written 
after  my  name. 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMI-: 
(.Signature) 

DATl- 
SIGNED 

ROGis  ii;ki:d  voting 

ADDRESS 
(Strcel)  (Cily.  Town  or  Village) 

/.IP 
CODI-: 

CONG. 
DISTR. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my 
presence,  1  believe  that  each  has  slated  his  or  her  name,  registered  voting  address  and  city,  town  or  village 
correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  . 


Signature  of  Notary 
^        Address  of  Notary 

Notary  Public  (Seal) 

My  commission  expires  


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  he  amended: 

Section  30  of  article  IV  of  the  Constitution  of  Missouri  is  amended  by  adding  Section  30(E).  The 
new  section  includes  the  following  underlined  language: 

Monies  collected  from  a  one  tenth  of  one  percent  sales  tax  will  be  used  for  the  purpose  of 
developing  Rail  Passenaer  Service  in  Missouri  including  from  St.  Louis  to  Rolla,  Springfield, 
Aurora.  Billings,  Marionville,  Republic.  Crane.  Galena.  Reeds  Spring,  Hollister  and  Branson 
with  one  half  of  the  funding  to  go  to  the  future  development  of  High  Speed  Rail  between  the 
cities.  (Will  allow  connection  of  the  Chicago  Rail  Passenger  Line  to  Tulsa  and  other  cities  in 
Texas).  A  one  tenth  of  one  percent  sales  tax  upon  or  measured  by  fuel  used  for  propelling  motor 
vehicles  (automobiles,  trailers,  motorcycles,  mopeds),  is  to  be  levied  and  collected  as  provided 
by  law. 


Jason  Kander 


James  C.  KruKPAXRiCK 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


November  18,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Steven  Reed  regarding  a  proposed  constitutional 
amendment  to  Article  IV  (2014-063) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Steven  Reed  on  November  18,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary-  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65101 
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County  

Page  No.  

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the 
contrary,  for  a  term  of  imprisonment  not  to  e.xceed  one  year  in  thSTc^'Unfil  ja/t  orti  Hne  not  to  exceed  ten 
thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  wifh  any  name  other  than  his  or  her 
own.  or  knowingly  to  sign  his  or  her  name  more  than  once  fegjlije.ftflrn^flieasureafo^^e  same  election,  or 
to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  reglsfeied  voter.  ' ' 

INITIATIVE  PETITION  .  --^       '  2''^'., 
To  the  Honorable  Jason  Kander.  Secretary  of  State  for  the  state  (^f  lyiissouri:'  ''  ^^  ~ 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  ^  County  (or  city  of  St. 

Louis),  respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to 
the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I 

am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written 
after  my  name. 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMli 
(Signature) 

DATl- 
SIGNED 

REGISTHRI-D  VOTING 
ADDRESS 
(Street)  (City.  Town  or  Village) 

/.II' 
CODE 

CONG. 
DISTR. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my 
presence,  I  believe  that  each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village 
correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  . 


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Section  36(a)  of  Article  IV  of  the  Constitution  of  Missouri  is  amended  by  modifying  Section 
36(a).  The  existing  section  36(a)  is  set  forth  hereinafter  with  the  new  matter  underlined. 

Section  36(a).  Economic  development,  department  of  — duties  of  department— director, 
how  appointed.  —  The  department  of  economic  development  shall  be  in  charge  of  a  director 
appointed  by  the  governor,  by  and  with  the  advice  and  consent  of  the  senate.  The  department 
shall  administer  all  programs  provided  by  law  relating  to  the  promotion  of  the  economy  of  the 
state,  the  economic  development  of  the  state,  trade  and  business,  technology  development  and 
other  activities  and  programs  impacting  on  the  economy  of  the  state. 

A  state  sales  tax  of  one  tenth  of  one  percent  will  provide  additional  money  for  the  State 
Economic  Development  Department  to  be  used  solely  for  the  promotion  and  development  of  one 
or  more  "Technology  Parks"  in  southwest  Missouri.  Technology  Parks  serve  as  incubators 
helping  create  new  companies,  jobs,  and  research  and  development.  The  cities  of  Ozark,  Billings. 
Joplin,  Nixa,  Republic.  Willard,  Springfield  and  any  other  legal  city  will  be  able  to  submit 
request  for  fiinding.  Funding  awards  will  be  based  on  the  Professional  L.evel  and  Viability  of  the 
Proposals  submitted  by  each  City  and  will  be  judged  by  the  Economic  Development  office  of  the 
State  of  Missouri.  Each  City  government  may  elect  to  have  "do  we  Citizens  want  a  technology 
park"  issue  placed  on  the  local  election  ballot  to  show  the  support  of  their  Citizens  and  that  can 
also  be  judged  by  the  Economic  Development  Department  of  the  State  of  Missouri  as  an 
indicator  whether  the  local  citizens  feel  there  is  a  need  for  such  a  project.  Before  the  end  of  the 
one-year  of  collection  of  the  said  tax,  a  foundation  will  be  set  up  and  Labor  l  eaders.  Business 
Leaders,  Educational  Leaders,  and  the  public  at  large  will  be  encouraged  to  contribute  to  the 
fund.  The  tax  will  sunset  or  "end"  after  one  year  of  collections. 

This  will  allow  for  the  "fair  and  equal  treatment"  of  the  citizens  of  the  state.  Technology  centers 
and  or  zones/parks  have  been  created  in  St.  Louis.  Fort  Leonard  Wood,  and  Kansas  City. 

The  one  year  sales/use  tax  of  one  tenth  of  one  percent  (referred  to  above)  is  hereby  levied  and 
imposed  upon  all  sellers  for  the  privileae  of  sellinu  tangible  personal  property  or  rendering 
taxable  services  at  retail  in  this  state  upon  the  sales  and  services  which  now  are  or  hereafter  are 
listed  and  set  forth  in,  and,  except  as  to  the  amount  of  tax,  subject  to  the  provisions  of  and  to  be 
collected  as  provide  in  the  "Sales  Tax  Law"  and  subject  to  the  rules  and  regulations  promulgated 
in  connection  therewith;  the  one  year  sales/use  tax  of  one  tenth  of  one  percent  is  levied  and 
imposed  for  the  privilege  of  storing,  using  or  consuming  within  this  state  any  article  of  tangible 
personal  property  as  set  forth  and  provided  in  the  "Compensating  Use  Tax  law"  and,  except  as  to 
the  amount  of  the  tax,  subject  to  the  provisions  of  and  to  be  collected  as  provided  in  the 
"Compensating  Tax  Law"  and  subject  to  the  rules  and  regulations  promulgated  in  connection 
therewith.  Schedule 

Section  36(a)  amendment.  All  of  the  provisions  of  36(a)  amendment  shall  be  self-enforcing 
except  that  the  general  assembly  shall  adjust  brackets  for  the  collection  of  the  sales  and  use 
taxes.  The  above  one  tenth  of  one  percent  sales/use  tax  will  sunset  one  year  after  imposition. 


Jason  Kander 


JAMI-S  C.  KlRKl'ATRICIK 
STATK  INI'DRMATION  CKNn-:R 
(573)7SI-4936 


Sf.ckktary  of  State 
State  of  Missouri 


ELFxrnoNS  Division 
(573)751-2301 


November  18,2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

NOV  I  8  2013 


STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Steven  Reed  regarding  a  proposed  constitutional 
amendment  to  Article  IV  (2014-064) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Steven  Reed  on  November  18,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332.  RSMo.  Section  1 16.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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County  

Page  No.  

It  is  a  class  A  misdemeanor  pimisliable.  notvvitlistanclinu.ti^t'|pi;oY|sions  of  section  560.021,  RSMo,  to  the 
contrary,  for  a  term  of  imprisonment  not  to  exceed  bnciyear  in  the  iounty  jail  or  a  fine  not  to  exceed  ten 
thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  lo  sign  his  or  her  name  mc^'ftltJiWCVndtflfoiAHc  SaiStSneasure  for  the  same  election,  or 
to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INITIATIVE  PETITION','-  •  i 
To  the  Honorable  Jason  Kander,  Secretaiy  of  State  ftfi^the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  stat^bf  Missouri  and  County  (or  city  of  St. 

Louis),  respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to 
the  voters  of  the  state  of  Mi.ssouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
4lh  day  of  November,  2014.  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition,  I 

am  a  registered  voter  of  the  state  of  Mi.ssouri  and  County  (or  city  of  St.  Louis),  my 

registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written 
after  my  name. 


CIRCULATOR'S  AFFIDAVIT 


STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(.Signature) 

DATl; 
SIGNED 

REGISTERED  VO  tlNG 
ADDRESS 
(Sireel)  (City.  Town  or  Villnge) 

/.II' 
CODE 

CONG. 
DISTR. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my 
presence,  1  believe  that  each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village 
correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  . 


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notai^ 
Address  of  Notary 


BE  IT  RESOLVED  BY  THE  PEOPLE  OF  THE  STATE  OF  MISSOURI  THAT  THE 
CONSITUTION  BE  AMENDED: 

Section  17  of  article  IV  of  the  Constitution  of  Missouri  is  amended  by  adding  Section  17(B).  The 
new  section  includes  the  following  underlined  language: 

MISSOURI  CONSTITUTION 

Section  17(b.)  RECALL  Elective  State  Officers 

All  political  power  is  inherent  in  the  people.  Government  is  instituted  for  their  protection, 
security,  and  benefit,  and  thev  have  the  right  to  alter  or  reform  it  when  the  public  good  may 
require.  A  voter  who  casts  a  vote  in  an  election  in  accordance  with  the  laws  of  this  State  shall 
have  that  vote  counted. 

Recall  is  the  power  of  the  electors  to  remove  an  elective  officer.  Recall  of  a  state  officer 
is  initiated  by  delivering  to  the  Secretary  of  State  a  petition  alleging  reason  for  recall.  Sufficiency 
of  reason  is  not  reviewable.  Proponents  have  160  days  to  file  signed  petitions. 

A  petition  to  recall  a  statewide  officer  must  be  signed  by  electors  equal  in  number  to  12 
percent  of  the  last  vote  for  the  office,  with  signatures  from  each  of  5  counties  equal  in  number  to 
1  percent  of  the  last  vote  for  the  office  in  the  county. 

The  Secretary  of  State  shall  maintain  a  continuous  count  of  the  signatures  certified  to  that 
office.  An  election  to  determine  whether  to  recall  an  office  rand,  if  appropriate,  to  elect  a 
successor  shall  be  called  by  the  Governor  and  held  not  less  than  60  days  nor  more  than  80  days 
from  the  date  of  certification  of  sufficient  signatures. 

A  recall  election  may  be  conducted  within  1 80  days  from  the  date  of  certification  of 
sufficient  signatures  in  order  that  the  election  may  be  consolidated  with  the  next  regularly 
scheduled  election  occurring  wholly  or  partially  within  the  same  jurisdiction  in  which  the  recall 
election  is  held,  if  the  number  of  voters  eligible  to  vote  at  the  next  regularly  scheduled  elecUon 
equal  at  least  50  percent  of  all  the  voters  eligible  to  vote  at  the  recall  election. 

If  the  majority  vote  on  the  question  is  to  recall,  the  officer  is  removed  and,  if  there  is  a 
candidate,  the  candidate  who  receives  a  plurality  is  the  successor.  The  officer  may  not  be  a 
candidate,  nor  shall  there  be  any  candidacy  for  an  office  filled  pursuant  to  subdivision  (d)  of 
Section  16  of  Article  VI. 

The  Legislature  shall  provide  for  circulation,  filing,  and  certification  of  petitions, 
nomination  of  candidates,  and  the  recall  election.  If  recall  of  the  Governor  or  Secretary  of  State 
is  initiated,  the  recall  duties  of  that  office  shall  be  perfonned  by  the  Lieutenant  Governor  or 
Controller,  respectively.  A  state  officer  who  is  not  recalled  shall  be  reimbursed  by  the  State  for 
the  officer's  recall  election  expenses  legally  and  personally  incurred.  Another  recall  may  not  be 
initiated  against  the  officer  until  six  months  after  the  election.  The  Legislature  shall  provide  for 
recall  of  local  officers.  This  section  does  not  affect  counties  and  cities  whose  charters  provide  for 
recall. 


JAMKS  C.  KiRKl'ATRICK 
STATK  INH)RMATI0N  CKNTKR 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Ei.kc:ti()n,s  Division 
(573)751-2301 


November  20,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECfciVED 

NOV  2  0  2013 

STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Matthew  Dameron  regarding  a  proposed  constitutional 
amendment  to  Article  VIII,  version  4  (2014-065) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Matthew  Dameron  on  November  19,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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Page  No. 


It  is  a  class  A  misdefirieahor  punishable,  notwithstanding  the  provisions  of  section  560.021.  RSMo,  to  the  contrar>',  for  a  term  of  imprisonment  not 
to  exceed  one  year  in  the  munlv,iailitwia  C|qe(^^  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  o\2]^|iJ  KncwitlgR'  la  Sign  liis  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such 
person  knows  he  or  she  is  not  the  registered  voter. 


INITIATIVE  PETITION 


To  the  Honorable 


in  Kander,  Secretary  of  State  of  the  state  of  Mi.ssouri: 


We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  stale  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  4"'  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition:  I  am  a 

register  voter  of  the  stale  of  Mis.souri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  name  of  the  city,  town 

or  village  in  which  I  live  are  correctly  written  after  my  name. 


{Insert  ballot  title  here] 
CIKCIH.AIOR'S  AFI-IDAVIT  STATE  OF  MISSOURI.  COUNTY  OF 


(Petition  Circulator's  Printed  Name) 


,  being  first  duly  sworn,  n.iy  (printed  nflines  of  signers  below) 


NAMl; 
(Signnture) 

DATH 
SIGNED 

REGiS  rEKElJ  VOTING  ADDRRSS 
(Suecl)            (City.  I  iiwii  or  Village) 

ZIP 
CODE 

CONGR. 
DIST 

NAML 
(Printed  or  Typed) 

1. 

/  / 

2. 

/  / 

t. 

J. 

/  / 

4, 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  ihcni  signed  his  or  her  name  thereto  in  my  presence:  I  believe  that  each  has  stated  his  or  her 
name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
Countv. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D. 


Signature  of  Notary 
Address  of  Notary :_ 

Notary  Public  (Seal) 


My  commission  expires 


DB04/./9843324.I 


THE  PROPOSED  AMENDMENT 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended:  ^ 

Article  VIII,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  known  as  section  8,  to  read  as 
follows: 

Section  8.  Voters  of  the  state  shall  be  entitled  to  vote  early  in  advance  of  election  day,  without  having  to  stale  an 
excuse,  in-person  or  by  mail  for  all  federal  or  state  general  elections  as  follows: 

1.  Early  voting  shall  be  conducted  from  the  sixth  Tuesday  before  the  election  until  the  close  of  regular 
business  hours  the  Monday  immediately  before  the  election  for  both  in-pcrson  and  mail-in  voting;.  The  hours  for 
conducting  early  voting  shall  be  the  regular  business  hours  of  each  local  election  authority.  For  the  twenty  one  days 
immediately  prior  to  election  day,  the  hours  for  early  voting  shall  also  include  at  least  five  hours  on  Saturday  and  at 
least  five  hours  on  Sunday  with  such  hours  on  Saturday  and  Sunday  includinjjL  the  hours  of  12  p.m.  to  5  p.m.  On  the 
last  Thursday  during  the  early  voting  period  immediately  before  the  election,  the  hours  for  conducting  early  voting 
must  include  the  hours  of  8  a.m.  to  7  p.m. 

2.  Each  local  election  authority  shall  conduct  early  voting  at  a  central  vote  early  location.  In  addition,  each 
local  election  authority  with  more  than  one  hundred  fifty  thousand  registered  voters  shall  establish  satellite  vote 
early  sites  as  additional  locations  at  which  to  vote  early  as  follows: 

(\)  In  addition  to  conducting  voting  at  the  central  vote  early  location,  each  local  election  authority  with 
more  than  one  hundred  fifty  thousand  registered  voters  shall  provide  one  satellite  vote  early  site- 
Local  election  authorities  shall  provide  one  satellite  vote  early  site  for  registered  voters  in  excess  of 
one  hundred  fifty  thousand  and  an  additional  satellite  vole  early  site  for  each  increment  of  fifty 
thousand  registered  voters  such  that  local  election  authorities  will  provide  one  central  location  for  up 
to  one  hundred  and  fifty  thou.sand  registered  voters,  one  central  location  and  one  satellite  site  for 
between  one  hundred  fifty  thousand  and  two  hundred  thousand  registered  voters,  one  central  location 
and  two  satellite  sites  for  between  two  hundred  thousand  and  two  hundred  fifty  thousand  registered 
voters,  et  cetera: 

(2)  For  purposes  of  this  section,  the  number  of  registered  voters  shall  be  determined  by  the  number  of 
registered  voters  in  that  jurisdiction  in  the  previous  federal  general  election: 

(3)  In  determining  the  location  of  the  satellite  vote  early  sites,  the  local  election  authority  shall  consider 
factors,  including  but  not  limited  to.  the  geographic  location  and  demographics  of  voters  in  the 
previous  federal  general  election  and  cuirent  United  States  census  data  to  ensure  nondiscrimination  in 
the  representation  of  the  community  served  to  the  greatest  extent  possible: 

(4)  The  election  authority  shall  provide  adequate  public  notice  of  the  designated  central  vote  early 
location  and  the  satellite  vote  early  sites,  including  but  not  limited  to.  posting  information  concerning 
the  availability  of  early  voting  and  the  locationts)  and  hours  for  early  voting  prominently  at  the  local 
election  authority's  office,  prominently  on  the  web  site  of  the  local  election  authority,  and  by  such 
other  methods  as  the  local  election  authority  may  reasonably  select:  and 

{5}  Nothing  in  this  section  shall  prohibit  a  local  election  authority  from  establishing  additional  satellite 
voting  locations  in  excess  of  those  required  by  this  provision,  nor  shall  this  section  prohibit  a  local 
election  authority  with  fewer  than  one  hundred  fifty  thousand  registered  voters  from  establishing  one 
or  more  satellite  vote  early  sites. 

3.  Local  election  authorities  shall  appoint  at  least  one  election  judge  from  each  major  political  party  to 
serve  at  the  central  vote  early  location  and  al  any  satellite  vote  early  site.  Procedures  for  appointing  judges  for 
central  vote  early  locations  and  satellite  vole  early  sites  shall  be  the  same  as  provided  in  the  general  election  law. 
Procedures  for  designating  challengers  for  central  vote  early  locations  and  satellite  vote  early  sites  shall  be  ihc  same 
as  the  procedures  provided  in  the  general  election  law.  Procedures  for  casting  ballots  at  central  vote  early  locations 
and  satellite  vole  early  sites  shall  be  the  same  as  the  procedures  provided  in  the  general  election  law.  Procedures  for 
tabulating  ballots  cast  at  central  vote  early  locations  and  satellite  vote  early  sites  shall  be  the  same  as  provided  in  the 
general  election  law. 

4.  The  state  of  Missouri  and  all  local  election  authorities  shall  make  available  to  anv  requester  a  list  of  all 
voters  who  have  already  cast  such  ballots.  Such  list  shall  only  include  voter  information  authorized  pursuant  to  the 
general  election  law  and  shall  be  made  available  promptly  after  a  request.  Such  list  shall  be  provided  in  a  paper  or  a 
readily  available  electronic  fonnat.  al  the  option  of  the  requester. 

5.  This  section  is  self-executing.  Any  law  that  conflicts  with  this  section  shall  not  be  valid  or  enforceable, 
and  this  section  shall  be  implemented  notwithstanding  Article  X  Sections  16-24  of  the  Missouri  Constitution.  All  of 
the  provisions  of  this  section  are  severable.  If  any  provision  of  this  section  is  found  by  a  court  of  competent 
jurisdiction  to  be  unconstitutional  or  unconstitutionally  enacted,  the  remaining  provisions  of  this  section  shall  be  and 
remain  valid. 


DB04/./9843324.I 


jamks  c.  kirki'atrick 
Statk  Information  Ckntkr 
(573)751-4936 


November  20,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


Jason  Kander 

Sf.c;ketarv  of  State 
State  oh  Missouri 


ELKcmoNS  Division 
(573)751-2301 


OFFICE 


RE:     Petition  approval  request  from  Matthew  Dameron  regarding  a  proposed  constitutional 
amendment  to  Article  VIII,  version  5  (2014-066) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Matthew  Dameron  on  November  19,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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RECFIVED 


County 


Page  No. 


,  .    ,  2013  K07  19  AM  9:  10 

It  IS  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021.  RSMo,  to  the  contrary,  for  a  term  of  imprisonment  not 
to  exceed  one  year  in  the  county  jail  or  a  tine  not  to  exceed  ten  thousand  dollars  or  bolh.  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own.  or  knowingly  to  sign  his  or  her  nan}tf  more  than  once;  for,the  same  measure  lor  the  same  election,  or  to  sign  a  petition  w  hen  such 
person  knows  he  or  she  is  not  the  registered  voter.  ' '''  '->•  •'  ' ' " 

INITIATIVE  PETITION 


To  the  Honorable  Ja.son  Kander,  Secretary  of  State  of  the  slate  of  Missouri: 
We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  


 County  (or  city  of  St.  Louis),  respectfully  order  th.it 

the  following  proposed  amendment  to  the  con.stitution  shall  be  submitted  to  the  voters  of  the  state  of  Mis.souri.  for  their  .approval  or  rejection,  at  the 
general  election  to  be  held  on  the  4'*"  day  of  November.  2014.  and  each  for  him.self  or  herself  says:  I  have  personally  signed  this  petition:  I  am  a 

regi.ster  voter  of  the  .state  of  Missouri  and  County  (or  city  of  St.  Louis):  my  registered  voting  address  and  name  of  the  city,  town 

or  village  in  which  I  live  are  correctly  written  after  my  name. 

[Insert  ballot  titlr  here) 

CIW  ULAfOK'S  AI-nr)AVIT  STA  I  F,  OF  MISSOURI.  C(.>L)N  rY  t)(-  

I. 


(Petition  Circulator'.s  Printed  Nanio) 


,  being  first  duly  sworn,  say  (printed  names  of  signers  belowO 


NAMIi 
(Signmurc) 

DATt 
SIGNED 

RFOISTHKHD  VO  nNG  ADDRFSS 
(Street)               (Ciiy.  Town  or  Villaijc) 

ZIP 

CODfi 

CONGR. 
DI.ST. 

NAME 
(Printed  or  Typed) 

1. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

<). 

/  / 

10. 

/  / 

signed  Ibis  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  staled  his  or  her 
name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  eiich  signer  is  a  registered  voter  of  the  slate  of  Mis.souri  and 
 County. 


Subscribed  and  sworn  to  before  me  this 


day  of 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 
,  A.D. 


Notary  Public  (Seal) 
My  commLssion  expires 


Signature  of  Notary 
Address  of  Notary :_ 
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THE  PROPOSED  AMENDMENT 
Be  it  resolved  by  the  people  of  the  slate  of  Missouri  dial  llie  Consiiliilioii  be  amended: 

Article  VIII,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  known  as  section  8,  to  read  as  follows: 

Section  8.  Voters  of  the  stale  shall  he  enlillcd  lo  vote  carlv  in  advance  of  election  dav.  without  having  to  slate  an  excuse,  in- 
person  or  by  mail  for  all  federal  or  slate  general  elections  as  follows: 

1.  L-larlv  voting  shall  be  conducted  from  the  sixth  Tuesday  before  the  election  until  Ihc  close  of  regular  business  hours 
the  Monday  immcdiaielv  before  the  election  lor  tioth  in-pcrson  and  mail-in  voling.  The  hours  for  conductina  early  voting  shall  be 
the  regular  business  hours  of  each  local  eleclion  authorily.  For  the  iwenlv  one  days  immediately  prior  to  elcclion  dav.  the  hours 
for  early  voling  shall  also  include  at  least  live  hours  on  Saturday  and  at  least  five  hours  on  Sunday  with  such  hours  on  Saturday 
and  Sunday  including  the  hours  of  12  p.m.  lo  5  p.m.  On  the  last  Thursday  during  the  early  voting  period  immediately  before  the 
election,  the  hours  for  conducting  early  voting  mu.si  include  the  hours  of  8  a. in.  lo  7  p.m. 

2.  Each  local  eleclion  authority  shall  conduct  early  voting  at  a  central  vole  earlv  location.  In  addition,  each  local 
eleclion  authority  with  more  than  one  hundred  thousand  registered  voters  shall  establish  satellite  vote  early  sites  as  additional 
locations  at  which  to  vote  early  as  follows: 

(1)  In  addition  lo  conducting  voting  at  the  central  vote  early  location,  each  local  election  authority  with  more  than  one 
hundred  thousand  registered  voters  shall  provide  one  satellite  vole  early  site.  Local  election  authorities  shall 
provide  one  satellite  vote  early  site  for  registered  voters  in  excess  of  one  hundred  thousand  and  an  additional 
satellite  vole  earlv  site  for  each  increment  of  llflv  thousand  regi.slered  voters  such  that  local  election  authorities 
will  provide  one  central  location  for  up  lo  one  hundred  thousand  registered  voters,  one  central  location  and  one 
satellite  site  for  between  one  hundred  and  one  hundred  fifty  thousand  registered  voters,  one  central  location  and 
two  satellite  sites  for  between  one  hundred  filly  tliou.sand  and  two  hundred  thousand  registered  voters,  el  cetera: 

(2)  For  puiposes  of  this  section,  the  number  of  registered  voters  shall  be  determined  by  the  number  of  registered 
voters  in  that  jurisdiction  in  the  previous  federal  general  election: 

(3)  In  determining  the  location  of  the  satellite  vote  early  sites,  the  local  election  authority  shall  consider  lactor.'-. 
including  but  not  limited  to.  the  geographic  location  and  demographics  of  voters  in  the  previous  federal  general 
election  and  current  United  States  census  data  to  ensure  nondiscrimination  in  the  representation  of  the  community 
served  to  the  greatest  extent  possible: 

(4)  The  election  authority  shall  provide  adequate  public  notice  of  the  designated  central  vote  early  location  and  the 
satellite  vote  earlv  sites,  including  but  not  limited  to.  posting  informalion  concerning  the  availability  of  earlv 
voling  and  the  location(s)  and  hours  for  early  voting  prominently  at  the  local  election  authority's  office, 
prominently  on  the  web  site  of  the  local  election  authority,  and  by  such  other  methods  as  Ihc  local  eleclion 
authorily  may  reasonably  select:  and 

(5J  Nothing  in  this  section  shall  prohibit  a  local  election  authority  from  establishing  additional  satellite  voting 
locations  in  excess  of  those  required  by  this  provision,  nor  shall  this  .section  prohibit  a  local  election  authority 
with  fewer  than  one  hundred  thousand  registered  voters  from  establishing  one  or  more  satellite  vote  early  sites. 

3.  Local  election  authorities  shall  appoint  at  least  one  election  judge  from  each  major  political  party  lo  serve  at  the 
central  vole  early  location  and  at  any  satellite  vole  early  site.  Procedures  for  appointing  judges  for  central  vote  earlv  locations  anil 
.satellite  vote  early  sites  shall  he  the  same  as  provided  in  the  general  eleclion  law.  Procedures  for  designating  challengers  for 
central  vote  early  locations  and  satellite  vote  early  silcs  shall  be  the  same  as  the  procedures  provided  in  the  general  election  law. 
Procedures  for  casting  ballots  at  central  vole  early  locations  and  satellite  vote  early  sites  shall  he  the  same  as  the  procedures 
provided  in  the  general  election  law.  Procedures  for  tabulating  ballots  cast  at  central  vole  earlv  locations  and  satellite  vole  early 
silcs  shall  be  the  same  as  provided  in  the  general  election  law. 

4.  The  stale  of  Missouri  and  all  local  election  authorities  shall  make  available  lo  any  requester  a  list  of  all  voters  who  have 
already  cast  such  ballol.s.  Such  list  shall  only  include  voter  information  authorized  pursuant  lo  the  general  eleclion  law  and  shall 
be  made  available  promptly  after  a  request.  Such  list  shall  be  provided  in  a  paper  or  a  readily  available  electronic  format,  at  the 
option  of  the  requester. 

5.  This  section  is  ■scll'-exeeuling.  Any  law  that  conllicts  with  this  seclion  .shall  not  he  valid  or  enforceable,  and  this  section 
shall  be  implemented  nolwillistanding  Article  X  Sections  16-24  of  the  Missouri  C'on.slilution.  All  of  the  provisions  of  this  .section 
are  .severable.  If  any  provision  of  this  .section  is  found  by  a  court  of  competent  jurisdiction  to  be  unconslilulional  or 
unconstitutionally  enacted,  the  remaining  provisions  of  this  seclion  shall  be  and  remain  valid. 


DB04/./9843229.I 


Jason  Kander 


JAMKS  C.  KiRKl'ATRICK 

Statk  Information  Ckntt.r 
(573)751-4936 


Secretary  cjk  State 
State  of  Missouri 


Elkc:tions  Division 
(573)751  2301 


November  20,  2013 


The  Honorable  Tom  Schweich 
State  Au(ditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

NOV  2  0  2013 


STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Matthew  Dameron  regarding  a  proposed  constitutional 
amendment  to  Article  VIII,  version  6  (2014-067) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Matthew  Dameron  on  November  19,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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7ni3NC!y  19  All 

iciffior  nunisnat 


County 
Page  No. 


It  is  a  cliiss  A  misdemcifnTir  pumshable,  notwithstanding  the  provisions  of  section  560.021.  RSMo.  to  the  contrary,  lor  a  term  of  imprisonment  not 
to  exceed  one  year  in  the  county  jail  or  a  line  not  to  exceed  Icn  thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly,fo  sign  his  or  her  name  more  than  once  for  the  .same  mea.sure  for  the  same  election,  or  lo  sign  a  petition  when  such 
person  knows  he  or  she  is  not  theh^^gistered  vot^.  - 

^'     '.—  -^ 
^  INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander.  Secretary  of  Slate  of  the  state  of  Missouri: 


We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectftilly  order  that 


the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  4"'  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition:  I  am  a 

register  voter  of  the  state  of  Mi.ssouri  and  County  (or  city  of  St.  Louisl;  my  registered  voting  address  and  name  of  the  city,  town 

or  village  in  which  1  live  arc  correctly  written  alter  my  name. 

[Iiiiiert  bnllot  title  here] 

C  IKCLU.A  TOirS  AFFlDAvn  sTAl  1-  OF  MISSOURI.  COUNTY  OF  


I. 


(Petition  Circulator's  Primed  Name) 


J  being  first  duly  sworn,  .sny  (printed  names  of  signers  below) 


NA.VII-: 
(.Siunalurc) 

UAfi; 

SIONKIJ 

RCGISIHRED  VOTING  ADDRIiS.S 
(Street)             (City.  Town  or  VlliHgc) 

/-IP 
CODE 

CONOR. 
OlST. 

NAMt 
(Printed  or  fypcd) 

1. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  Ihcrelo  in  my  presence:  I  believe  that  each  has  slated  his  or  her 
name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D, 


Notary  Public  (Seal) 


Signature  of  Notary 
Address  of  Notary :_ 


My  commission  expires 


DB04/./984.1085.I 


THE  PROPOSED  AMENDMENT 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  VIII,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section,  to  be  known  as  section  8.  to  read  as  follows: 

Section  8.  Voters  of  the  .state  shall  be  entitled  to  vote  early  in  advance  of  election  day,  without  having  to  state  an  excuse,  in- 
person  or  bv  mail  for  all  federal  or  stale  genera!  elections  as  follows: 

1.  l-arly  voiinp  shall  be  conducted  from  ihc  sixth  l  uesday  before  the  election  until  the  close  of  regular  business  hours 
the  Monday  immediately  before  the  election  for  both  iii-person  and  mail-in  voting;.  The  hours  for  conducting  early  voting  shall  be 
the  regular  business  hours  of  each  local  election  authority.  For  the  iwenlv  one  days  immediately  prior  to  election  day,  the  hours 
for  early  voting  shall  al.so  include  at  least  live  hours  on  Saturday  and  at  least  live  hours  on  Sunday  with  such  hours  on  Saturday 
and  Sunday  including  the  hours  of  12  p.m.  to  5  p.m.  On  the  last  Thursday  during  the  earh'  voting  period  immediately  before  the 
election,  the  hours  for  conducting  early  voting  must  include  the  hours  of  8  a.m.  to  7  p.m. 

2.  Each  local  election  authority  shall  conduct  earlv  voting  at  a  central  vote  early  location.  In  addition,  each  local 
election  authority  with  more  than  one  hundred  seventy  live  thousand  registered  voters  shall  establish  satellite  vote  early  sites  as 
additional  locations  at  which  to  vole  early  as  follows: 

(!)  In  addition  to  conducting  voting  at  the  central  vote  earlv  location,  each  local  eleclion  authority  with  more  than  one 
hundred  seventy  live  thousand  registered  voters  shall  provide  one  satellite  vote  earlv  site.  Local  election 
aLiiliorilics  .shall  provide  one  satellite  vote  early  site  for  registered  voters  in  excess  of  one  hundred  seventy  five 
tliou.saiid  and  an  additional  satellite  vote  early  site  for  each  increment  of  seventy  live  thou.sand  registered  voters 
such  that  local  eleclion  authorities  will  provide  one  central  location  for  up  to  one  htmdred  .seventy  live  thousand 
registered  voters,  one  central  location  and  one  satellite  site  for  between  one  hundred  seventy  live  and  two  hundred 
and  llfly  thousand  registered  voters,  one  central  location  and  two  satellite  sites  for  between  two  hundred  llltv 
thousand  and  three  hundred  twenty  live  thousand  registered  voters,  et  cetera; 

{2}  For  purposes  of  this  section,  the  number  of  registered  voters  shall  be  determined  bv  the  number  of  registered 
voters  in  that  jurisdiction  in  the  previous  federal  general  eleclion: 

(3)  In  dclemiining  the  location  of  the  .satellite  vole  earlv  sites,  the  local  election  authority  shall  consider  ("acton-. 
including  but  not  limited  to.  the  geographic  location  and  demographics  of  volers  in  the  previous  I'ederal  general 
election  and  current  United  States  census  data  lo  ensure  nondiscrimination  in  the  representation  of  the  community 
served  to  the  greatest  extent  possible: 

(4)  I'he  election  authority  shall  provide  adequate  public  notice  of  Ihc  designated  central  vole  early  location  and  the 
satellite  vote  earlv  sites,  including  hut  not  limited  to.  posting  information  concerning  the  availability  of  earlv 
voting  and  the  location(s)  and  hours  for  early  voting  prominently  at  the  local  eleclion  authority's  office, 
prominently  on  the  web  site  of  Ihe  local  election  authority,  and  by  such  other  methods  as  the  local  election 
authority  may  rea.sonably  .select:  and 

(5)  Nothing  in  this  section  shall  prohibit  a  local  election  authority  from  establishing  additional  satellite  voting 
locations  in  excess  of  those  required  by  this  provision,  nor  shall  this  section  prohibit  a  local  election  authority 
with  fewer  than  one  hundred  thousand  seventy  five  registered  voters  from  establishing  one  or  more  satellite  vote 
early  sites. 

3.  Local  election  authorities  shall  appoint  at  least  one  election  judge  from  each  major  political  party  to  serve  at  the 
central  vote  early  location  and  at  any  satellite  vole  early  site.  Procedures  for  appointing  judges  for  central  vote  early  locations  and 
satellite  vote  early  sites  shall  be  the  same  as  provided  in  the  general  election  law.  Procedures  for  designating  challengers  for 
central  vote  earlv  locations  and  .satellite  vole  early  sites  shall  he  the  same  as  the  procedures  provided  in  the  general  election  law. 
Procedures  for  casting  ballots  at  central  vole  earlv  locations  and  satellite  vole  early  sites  shall  be  the  same  as  the  procedures 
provided  in  the  general  election  law.  Procedures  for  tabulating  ballots  casl  at  central  vote  earlv  locations  and  satellite  vote  earlv 
sites  shall  be  the  same  as  provided  in  the  general  eleclion  law. 

4.  The  state  of  Mis.souri  and  all  local  election  aulhorilies  shall  make  available  to  any  requester  a  list  of  all  voters  who  have 
already  east  such  ballots.  Such  lisi  shall  onl\  include  voter  information  authori/.ed  pursuant  to  the  general  election  law  and  shall 
be  made  available  promptly  al\er  a  request.  Such  list  shall  be  provided  in  a  paper  or  a  readily  available  electronic  format,  at  the 
option  of  the  requester. 

5.  This  section  is  self-CNcculing.  Any  law  that  conllicts  with  this  section  shall  not  be  valid  or  enforceable,  and  lliis  section 
shall  be  implemented  notw  idislanding  Article  X  Sections  16-24  of  the  Missouri  Conslilulion.  All  of  the  provisions  of  this  section 
are  severable.  If  anv  provision  of  this  section  is  found  by  a  court  of  compclcnl  jurisdiction  lo  be  unconstitutional  or 
unconstitutionally  enacted,  the  remaining  provisions  of  this  section  shall  be  and  remain  valid. 


DB04/./9843085.I 


James  C,  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 


RECfcJVED 


DEC  0  4  20(3 


State  Capitol  BuiWing 
Jefferson  City,  MO  65 1 0 1  ^^^^E  Auditors  Office 

RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  I,  version  1  (2014-068) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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•r.r- 


County  

Page  No. 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  ofsection  560.021,  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  countvJaiJ  ia(:.si.  Ilna  ncrt  to  ^,\<;^titen  thousand  dollars  or  both,  lor  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  H(?r4>wir  or  llnowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INI-^TlviPETITiON 

To  the  Honorable  Jason  Kander,  Secretary  of  State  forihe  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis), 


respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Mis.souri.  lor  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4'''  day  of  November.  2014,  and  each  for 
himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  alier  my  name. 


[SPACE  RFSF.RVnD  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMI 
(Signalurc) 

Dale 
Signed 

RUGisri;Ri;ii  voting  adduiss 

(Sircel.  No  ("O  Ho\es)        (City.  lown  or  Village) 

Zip 
Code 

Cong 
Dim. 

NAMI-: 
( I'rinled  or  1  ypcd ) 

1. 

/  / 

2 

/  / 

3. 

/  / 

4. 

/'  /' 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/ 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  staled  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  AfTlant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this  day  of 


Notary  Public  (Seal) 
My  commission  e.xpires 


Address  of  Afllant 
,  A.D.  


Signature  of  Notary 

Address  of  Notary:  _ 


I 


NOTIfl-  Voii  arc  udviseil  Ihal  llii-  proposed  coiisliliilioiKil  aniciidniciil  may  change,  repeal,  or  modlly  b\  iniplicalion  or  ma\  be  eonslriied  b>  some  persons  lo 
chanjie.  repeal  or  modify  by  implication,  the  (ollowinj;  provisions  oCihe  Consiiliition  oI'Missoiiri—  Sections ').  10.  14.  15.  31  &  }2  of  Article  I:  Sections  36. 

.W(a)  of  .Article  111;  Sections  7.  12.  I.'?.  22.  2.1,  27(a)  &  48  of  Article  IV;  .Sections  14,  18  &  24  of  Anicle  V;  Section  18(d)  of  Article  VI;  .Section  I  and  4 
of  Article  VII.  Sections  2  of  Article  VIII;  Sections  M»).  7.  and  ')(b)  of  Article  l,\;  Sections  I.  2.  ^.  4(a).  (i.  I()(b).  17.  18.  18(e).  I'>.  20  &  24  of  Article  .\;  and 
Section  2(bi  of  Article  XII. 


Hi-  II  n:\oltvtl  hy  ilie  /leople  oflhc  stale  of  Missouri  llial  llie  Coiisliliillon  he  amendeil: 

One  new  section  is  adopted  to  he  known  as  Article  I.  Section  if>{A)  and  lo  rvad  as  Ibllows: 

L  C'iti/cns  over  the  aue  of  iweniv-oiie  years  shall  have  the  right  lo  engaue  iii  tlie  production,  sale,  distribtiiioii.  and  consuiiiption  of  inariiuana  and  the 

inanufaclnre  of  uoods  from  hemp,  subject  lo  reasonable  renulatioiis  adopted  by  the  slate  i-overnnicnl  ptirstianl  lo  this  section. 
2:  flic  purposes  of  ihis  section  are: 

 LU  l  o  proiiiole  the  vital  slale  inlercsl  in  Ihc  reutilalioii  of  llie  sale  and  distribution  ol  inariiuana  in  order  lo  coiiihal  illegal  underage  use  of 

niariiujiia.  and  achieve  oilier  iiii|Tortaiil  slate  policy  uoals  such  as  maintaining  an  orderly  niarkelplace  composed  of  slale-licensed  mariiuana  producers. 
distributors,  and  retailers; 

 Lll  lo  eliminate  Ihe  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  nrodiiction.  delivery,  and  possession  of 

mariiuana  vvilhin  Ihis  state; 

|3)  To  nrevenl  llie  nrodiiclioii.  sale,  distribution,  and  recreational  coiisiimption  of  mariiuana  by  Ihose  under  Iwenlv-one  years  of  ace,  as  Ihe 

consumption  of  mariiuana  poses  particular  hazards  lo  minors,  whose  brains  are  still  in  a  state  of  ilevelopmeiil. 

 Lil  lo  lenali/e  under  slale  law  Ihe  use  of  mariiuana  by  individuals  who  are  siiflennK  lr<ini  a  medical  condition  vvlien  their  doctors  advise 

that  such  use  may  provide  a  medical  henelll  to  tlieiii; 

 lAl  l  o  raise  las  revenue  from  the  production  and  sale  of  mariiuana.  and  lo  allocate  such  revenue  for  state  and  h>cal  law  enforcement  and 

fiielmhicr  pensions  and  reliremeni  plans,  lor  elementary  .  secondai-\  .  and  hipher  educaiion.  for  the  cities  and  counties  of  this  .slale.  for  mental  health  and 
suhsluncc  abuse  programs,  and  lor  ilie  division  lor  Ihe  purposes  of  eiiforcini;  regulations  upon  the  sale  and  dislribulion  of  mariiuana  aiitliori/ed  by  this  section; 

 [hi  fo  legali/c  under  slale  law  the  manufacture,  production,  and  delivery  of  industrial  heinn.  and  to  regulale  industrial  hemp  under  slate  law 

in  a  iiiaiiiier  separate  and  apart  from  Ihc  rcaulalion  of  mariiuana. 

 LU  To  Icgali/e  under  slale  law  Ihe  manufaclure.  production,  possession,  and  use  of  marijuana  by  persons  iwenly  -tmc  years  of  ane  and  older. 

and 

 18)  l  o  leuali/e  under  slate  law  the  deliven-  of  mariiuana  by  persons  iwenly-one  years  of  age  and  older  lo  persons  Iwenlv-onc  years  of  aue 

and  older 

i  I  he  people  of  llic  stale  iif  Missouri  iiilcnd  llial  Ihc  rules,  regulations,  and  laws  promulgaled  and  enacted  in  accordance  with  subsection  7  of  ihis 

seclioii.  logelher  with  Ihe  other  provisions  of  cMsliiig  slale  law,  will: 

 UJ  Prevent  Ihe  dislribulion  of  marijuana  lo  persons  under  twenty -one  years  of  age. 

 12J  Prevenl  rey  enue  from  the  sale  of  mariiuana  from  going  to  criiiiinal  enlemnses.  gang;.,  and  cartels: 

 til  Prevent  Ihe  diversion  of  inariiuiuia  from  this  stale  lo  other  stales. 

 Lil  Prevenl  inariiuana  activilv  that  is  legal  under  slale  law  from  being  used  as  a  cover  or  prelexl  for  Ihe  trafficking  of  other  illegal  drugs  or 

other  illegal  aclivilv; 

 lil  Prevenl  violence  and  the  use  of  firearms  in  Ihe  cullivalion  and  distribution  of  mariiuana; 

 (61  Prevenl  dnigged  driving  and  Ihe  esacerbalion  of  olher  adverse  public  heallli  conset|uences  assoeialed  wilh  llie  use  of  marijuana; 

 tlj  Prevenl  llic  growing  of  mariiuana  on  public  lands  and  the  allcndanl  public  safely  and  environnicnlal  dangers  posed  hv  mariiuana 

production  on  public  lands; 

 t8j  Prevent  the  missession  and  u.sc  of  marijuana  on  federal  property ;  and 

 [Vj  Prevenl  llie  markeliiig  and  ady  ertisenienl  of  mariiuana.  mariiuana  prodiicls.  mariiuana  extracts,  marijuana  paraphernalia,  or  mariiuana 

iisiigc  lo  those  under  twenty -one  years  ol  age. 

i  Unless  the  conte.M  clcarlv  iiidicales  olherwise.  as  used  in  ihis  seclion.  the  following  lernis  have  the  following  meanings: 

 ijj  "C  onsumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  mariiuana,  inariiuana  products,  mariiuana  extracts,  or 

mariiuana  paraphernalia  olher  than  lor  Ihe  purptise  of  resale 

 i2j  "Deliver"  or  "delivery  "  means  the  transfer  from  one  person  lo  anolher  of  mariiuana.  mariiuana  prtulucls.  mariiuana  extracts,  iw  nniriiuana 

paraplicrtialia.  whelhcr  or  noi  there  is  an  agency  relationship,  and  includes  a  sale. 

 til  "Denannicni"  means  ihe  dcpannieni  of  health  and  senior  services,  or  any  successor  departnieiii. 

 Lil  "l^ivision"  means  the  division  of  alcohol  and  tobacco  control  witliin  Ihe  dcparlmeni  of  public  safely,  or  any  successor  division  or 

depanmcni 

 L5J  "Lnlilv"  includes  a  corporalion.  professional  corporation,  nonprofil  corporation,  cmiperative  corp«iration.  profit  or  nonprofit 

uniiieorporaled  ass(x:ialion.  business  Iriisi.  liiniled  liabililv  company,  general  or  limited  partnership.  Iimiled  liahililv  partnership,  ioinl  venture,  or  anv  olhcr 
legal  eiitiiv.  and  includes  a  sovcmnient  subdivision  or  ageiicv. 
 ((ll  "l-xpuiigeahle  marijuana  olTense"  means: 

 (aj  The  iiiaiiufacturc.  production,  ptissession.  or  use  of  mariiuana.  mariiuana  products,  mariiuana  exiracls.  or  mariiuana 

paraphernalia;  or 

 Oil  I  he  delivery  ,  possession  with  iiilent  to  deliver,  or  Iralllcking  of  mariiuana.  mariiuana  protliicls.  mariiuana  exiracls.  or 

inariiuana  paraphernalia  lo  one  or  more  individuals  if  such  individuals  were  tyyeiity-one  years  of  age  or  older  al  llie  time  of  the  offense 

 (Tj  "I  air  market  sale"  means,  wilh  respect  lo  Ihe  sale  of  a  producl.  a  sale  in  »hich  Ihe  purchase  price  of  the  product  is  not  less  than  the  price 

thai  a  willing  seller  yvould  accepi  and  a  willing  hiiver  would  pay  in  Ihe  open  niarkel  and  in  compelilion  with  olher  similar  products. 

 L8j  "I  louseliold  exemption  limits"  means,  at  any  given  time: 

 LaJ  l-ighl  ounces  of  usable  mariiuana; 

 (bj  Sixteen  ounces  of  marijuana  products  in  solid  form;  and 


(c)  Sevenly-lwo  ounces  of  mariiuana  products  in  liquid  form 


 l^il  "Indiislrial  hemp"  means  Cannabis  Saliva  I.  conlaiiiiiip  no  greater  than  one  percent  lelrahydrocannabiiiol. 

 ( 10)  "f  iceiise"  means  any  license,  peniiil.  registration,  consent,  or  authori/alion  issued,  granted,  given,  or  otherwise  made  available  by  or 

under  the  uiilhorily  of  any  stale  or  local  governinenial  body,  agency,  or  olVicial. 

 111)  "Licensee"  means  anv  person  who  holds; 

 Lai  A  mariiuana  license,  or 


 Lil!  A  license  issued  by  anv  slate  agency  for  Ihe  purchase,  sale,  manufacturing,  production,  processinp.  Ininsportalion.  or  delivery 

ol  industrial  hemp 

 ( 12)  "Manufaclure"  means  the  production,  preparation,  propagation,  conipoiinding  or  processing  of  mariiuana  paraphcniaha  or  of  mariiuana. 

mariiuana  products,  or  mariiuiuia  exiracls.  either  direcllv  or  hv  extraction  from  substances  of  natural  origin,  or  nidependenily  by  means  of  chemical  synthesis, 
or  hv  a  conihinalioii  of  extraction  and  chemical  synthesis,  and  includes  any  packaging  or  repackaging  ol  the  substance  or  labeling  or  relabeling  ol  iis  coiiiaiiier. 

 "Mariiuana"  means  all  parts  of  ihe  plant  genus  Cannabis  in  anv  species  or  fonn  ihercof  wliclher  growing  or  not,  olher  lliaii  iiiariiii;iiia 

extracts. 

 ( 14)  "Marijuana  extract"  means  a  product  obtained  by  separaling  resins  from  mariiuana  by  solvent  exiraciioii.  using  solvents  olher  than  water. 

vegetable  glycerin,  planl  oils  and  dairy  products,  such  as  butane,  hexaiie.  isopropvl  alcohol,  elhaiiol.  ;uid  carbon  dioxide 

 ( 15)  "Marijuana  license"  means  a  license  issued  by  the  division  for  the  purchase,  sale,  manulaclurnig.  production.  priKcssing.  traiisporlalioii, 

or  delivery  of  mariiuaiia.  mariiuana  products,  mariiuana  exiracls.  or  mariiuana  paraphernalia. 

 1 16)  "Mariiuana  paraphernalia"  means  all  equipmenl.  producls.  siibslances  and  materials  of  any  kind  which  are  used,  intended  for  use,  or 

designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvest ing.  manul'acluring.  compounding,  converting,  producing,  processing,  preparing. 
storing,  containing,  concealing,  ingesling.  inhaling,  or  otherwise  introducing  into  the  human  Kidv  mariiuana.  mariiuana  nroduds,  or  niarijuana  exiracls. 

 ( 1 7)  "Mariiuana  producls"  means  pnHliicIs  that  contain  mariiuana  or  mariiuana  exiracls  and  are  intended  for  human  consumption.  Mariiuana 

producls  does  not  mean  maniuaiia  by  itself,  or  a  marijuana  extract  bv  ilself 

 I IX)  "Mariiuana  retailer"  means  a  person  who  sells  mariiuana.  marijuana  products,  mariiuana  exiracls.  or  mariiuana  paraphernalia  lo  a 

consumer  in  this  slale 

 1 19)  "Person"  includes  any  iiidividual  or  entity 

 (20)  "Person  iwcnlv-one  years  of  age  and  older"  includes  any  entity  in  which  n<i  individual  under  twcnlv-onc  years  of  age  holds  a  direcl  or 

uidirecl  interest, 

 (21 )  "Produce"  or  "production"  includes  the  manufaclure,  planting,  cullivalion.  growing,  or  harvesting  of  man iuana,  mariiuana  products. 

mariiuana  exiracls.  or  mariiuana  paraphernalia. 

 (22)  "Public  place"  means  a  place  lo  which  the  general  public  has  access  and  includes,  bul  is  not  limited  to.  hallways,  lobbies  and  other  parts 

of  apartment  htiuscs  and  hotels  not  consiiiiiling  rooms  or  apartniciils  designed  for  actual  residence,  and  highway  s,  streets.  schiMls.  places  of  amusement,  parks, 
plavgiounds  and  premises  used  in  coniieciioii  willi  public  passenger  iraiisponalioii 

 (23)  "Slale  law"  means  anv  stale  or  local  lay\.  regulation,  rule,  charter,  ordinance,  or  other  giwernnienlal  aclion 

 (24)  "  I  ax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property  ,  sales,  use,  transfer,  value  adiled. 

concession,  add  en  niiiiimuiii,  or  olher  lax  lee,  assessinenl.  lew  ,  tariff  charge,  or  duly  of  am  kind  whatsiKver  imposed,  assessed,  or  collected  by  or  under  the 
authority  of  any  governinenial  body 

 (25)  "Usable  mariiuana"  means  dried  mariiuana  llowers  and  dried  mariiuana  leaves,  and  any  iiiixuire  or  preparalion  Ihercof. 

X  I  xcepi  as  otherwise  provided  in  ihis  seclion.  no  stale  law  shall: 


 til  I'rohibil  Ihc  n»ssc!>siim  or  use  ofmariiiiiiiia.  riiarijiiaii;i  producls.  nmriiiiuna  cMracls.  or  niariiiiana  p;iriiplicriialia  h\  persons  mciil>-<>nc 

Ncars  of  age  and  older: 

 til  I'roliibii  Hie  iransponalion  or  delivery  ol'inarluiana.  niarilwana  nrodiicls.  niariiiiana  eviracls.  or  iiiariiiianM  parapliernaliii  b\  persons 

l\venl\-oiie  sears  ol  a^ie  and  older  lo  persons  iwenlv-one  years  ol  atie  and  older: 

 til  I'roliibii  llie  purchase,  sale,  nianul'aeturinu.  produelion.  and  processina  ol' niariiiiana.  niariiuana  prixiuels.  niariiuana  exiracts.  or 

niariiiiana  paraphernalia  hy  pi.rsoiis  n\enl\-one  \ears  tit'aee  and  oUler; 

_  til  I'rohihil  llie  purchase,  sale,  nianiil'acuirinu.  produelion.  priKCSsiny.  Iransporlalion.  or  delivery  ol  iiidnslrial  hemp:  or 

 lil  Provide  lor  Ihe  seizure  or  lorleilure  of  any  property  used  in  conneelion  wilh  ;in\  niin  hase.  sale,  nianiiracuiriiii;.  produelion.  processinn. 

Iraiisportalion,  delivery,  possession,  or  use  ol  niariiuana.  niariiuana  nroduds.  niariiuana  paranhernalia  oi  iiulusirial  liemn  il  such  iiiaiuirueUire.  produelion. 

delivery,  possession,  or  use  is  lawful  under  stale  law 

h  Nol\Mtlisiaiidini!  siihseelion  .s  of  this  section,  a  slate  law  mav: 

 til  Prohihil  the  importation  and  exniirtatioii  of  marijuana,  iiuiriiiiana  prinlucls,  and  marijuana  extracts  lnt<i  and  from  this  slate: 

 i2l  Prohibit  the  purchase,  sale,  manufacluriiu;.  production,  processin^.  or  delivery  of  marijuana,  niariiuana  nroduds.  and  niariiuana  extracts 

in  or  on.  or  within  one  llioiisaiid  feel  of.  real  properly  coinprisiiii;  a  public  or  private  elcnienlary  or  secondary  sehiHil.  public  vocational  school,  or  a  public  or 
private  conmumily  college,  colleuc.  or  universily  attended  primarily  by  individuals  under  twenty-one  years  ol  aec: 

 til  Prohibit  the  operation  ol  a  vehicle,  watererart.  aircraft,  railroad  train,  or  any  similar  device  while  minfi  or  under  Ihe  inlluencc  of 

niariiuana: 

 Lil  Prohibit  ihe  use  of  niariiuana.  nuirijuaiia  products,  and  marijuana  extracts  in  a  public  place,  provided  however  that  the  penalty  for 

\iolatii)ii  ol  such  law  mav  not  exceed  that  for  an  infraction: 

 Lil  Prohibit  the  pureha-se.  sale,  manufacturiiii:.  inoduction.  processiii'.:,  iransportation.  delivery,  or  po'.Nessioii  of  iiiari|uima.  niari|uaiia 

products,  and  niariiuana  extracts  h\  aii\  person  that  diKS  not  comply  with  any  rules,  reaulations.  and  laws  proiiiulttatcd  and  enacted  in  aeeorduiice  with 
suhseciioii  7  of  this  section: 

 tf>l  Classify  the  nenallies  for  violations  of  such  laws: 

 til  Impose  an  excise  lax  on  the  first  fair  iiiarkel  sale  of  all  marijuana  produced  in  this  stale  at  a  rate  n(i|lB^y||m  fifteen  percent  and  not 

more  llnin  Ihinv  percent  ol  ihe  purchase  price  I  he  additional  excise  lax  rev  enue  aulliori/ed  by  this  section  shall  not  be  part  Of  the  "total  state  rev  enue"  w  itiiiii 
the  iiieaninu  of  sections  17  and  IS  of  article  X  of  this  conslitiilion.  nor  suhiecl  lo  additional  voter  approval  under  section  18(c)  of  article  .\  of  this 
eonstiliiiion  In  addition.  Ihe  cxpciidilurc  of  this  additional  revenue  shall  not  be  an  "expense  of  stale  aovernment "  under  section  2(1  of  article  .\  of  this 
eonslilulion. 

Subject  lo  the  provisions  ol  suhseciioii  X  of  this  section,  on  or  before  .lune  I,  201. S.  the  division  shall  proiiiuleate  rules  and  reiiulations  that  control 


and  refjulale  llie  purchase,  sale,  maiiiilaciurinu.  pnuluction.  processum.  transportation,  delivery,  piissession.  and  use  of  niariiiiana.  niariiuana  products. 
marijuana  extracts,  and  niariiuana  paranlieriialia.  iiicliidinii  but  not  limited  lo  niles.  reuulalioiis.  and  laws  that: 

 Li!  Keuuire  a  person  to  obtain  a  niariiuana  license  lo  purchase,  sell,  manufacttire.  produce,  process.  Inuisporl.  or  deliver  marijuana. 

niariiuana  products,  mariiiiiuia  extracts,  or  niariiuana  paraphernalia, 

 {2}  Provide  for  Ihe  collection  t)f  the  excise  lax  provided  in  nara-jraph  7  of  subsection  (i  of  this  section. 

 Ll!  Provide  Ibr  llie  enforcement  of  such  laws  and  for  Ihe  examination  ami  ins|Tection  nf  the  bo<iks.  records,  and  premise's  of  licensees: 

 lil  Rc-julale  die  ad\erlis»m  of  marijuana,  niariiuana  products,  niariiuana  extracts,  and  niariiuana  paraphernalia: 

 til  Provide  lor  Ihe  receipt  and  transfer  of  all  funds  received  by  Ihe  state  from  the  excise  taxes  and  license  and  other  fees  collected  under 

such  laws,  as  follows: 

 liU  f  irst,  lo  die  division,  an  amouiil  that  the  general  assembly  deems  necessary  for  the  division  lo  carry  out  the  division's 

iibliuations  under  such  laws,  iiicludini;  a  reserv  e  fund  to  maintain  a  reasonable  workina  cash  balance  Ibr  the  purpose  of  carry  ing  out  such 
ohi  mat  ions. 

 (hi  Next.  Ihe  remainder  of  such  ftiiids.  lo  such  specific  iranslerees  as  the  general  assembly  may  dcleniiiiie.  lor  the  follow  iim 

purposes:  ( i  I  lor  slate  and  local  law  enforcement  and  firefifihter  pensions  and  retirement  plans,  twenty  -five  percent.  ( ii )  for  public  insiilutions  ol 
elementary  and  secondary  education,  lwcnl\-l"ive  percent:  (iii)  for  mental  health  and  suhstaiice  abuse  projiranis.  usentv  percent:  (iv)  for  cities  and 
counties,  lilicx-n  percent:  and  Ivl  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  inslitiilions.  fifteen  percent,  and 

 IcJ  .All  moiievs  appropriated  b\  the  general  assembly  from  the  excise  taxes  aulhori/ed  in  paragraph  7  of  subsection  h  of  this 

section  shall  provide  additional  funds  lor  the  purposes  enumerated  above  and  not  replace  existing  funding 

 tM.  I  imit  the  amount  of  niariiuana.  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee  mav  possess  at  any  given 

lime,  provided  however  that  the  penalty  for  violation  of  such  law  max  not  exceed  that  for  an  infraction  lor  Ihe  first  violation  and  a  niisdemeaimr  for  any  second 

or  suhseqiieni  v  lolation 

8;  No  slate  law  or  conibinalion  of  slate  law  s  shall: 

 UJ  Ixcepi  Ibr  llie  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  lax  on  mariiuaiia.  marijuana  products,  marijuana 

extracts,  or  iraiisactions  involving  marijuana,  mar jiiiana  products,  or  marijuana  extracts  that  is  not  imposed  on  other  products  peiierallv: 

 lil  I  iiiiii  llie  aiiiounls  of  niariiuana.  mariiuaiia  products,  or  niariiuana  extracts  thai  a  person  other  than  a  licensee  may  possess  at  any  given 

time  lo  amounts  less  than: 

 Illi  I  it;lit  ounces  of  usable  niariiuana. 

 [bj  Sixteen  ounces  of  niariiuana  pnulucls  in  solid  form: 

 JcJ  Seventy-two  ounces  of  niariiuana  products  in  liquid  form,  and 

 tdj  I  )iie  ounce  of  niariiuana  extracts 


 (Jj  I. milt  Ihc  agpreyalc  number  of  licensees  that  mav  hold  marijuana  licenses  or  the  a^pretiate  number  of  iiiariiuaiiu  licenses  that  may  he 

jtranlcd.  provided  however  that  the  number  ol  licensed  niariiuana  retailers  in  a  county  mav  be  limned  u>  no  fewer  than  one  niariiuana  retailer  per  2..sOO 
inhabilanis  in  such  counlv.  according  to  the  most  recent  census  of  the  United  Stales: 

 IJJ  Limit  the  number  of  niariiuana  licenses  ihal  mav  he  jii  anled  to  or  held  hv  the  same  person: 

 til  Prohibit  the  same  person  Iroiii  being  granted  or  holding  one  or  more  different  types  ol  inarijuana  licenses: 

 IfiJ  Prohibit  a  person  from  being  ■;ranted  or  holding  a  niariiiiana  license  because  the  person  or  any  individual  who  owns  a  direcl  or  indirect 

interest  in  the  person  is  not  organized  in  or  a  resident  ol  this  slate. 

 (21  Prohibit  a  person  Irom  being  granted  or  holding  a  niariiuana  license  because  llie  person  or  anv  iiuliv  idual  who  owns  a  direcl  or  indirect 

interest  in  the  person  has  been  convicted  of  violalinj;:  (i)  any  non-discretionary  exptingeable  niariiuana  offense  in  paragraph  1 1 1  or  (2)  of  subsection  ( I4i  of  this 
seelioii:  or  (iil  any  mariinana-relaied  olTeiise  that  lias  been  expunged: 

 IXJ  Kequire  an  individual  lweiil\-oiie  years  of  age  or  older  to  obtain  any  license  lo  possess  or  use  niariiuana,  niariiuana  products,  mariiuiina 

extriK'ts.  or  niariiuana  paraphernalia: 

 (yj  Kei|iiire  a  consumer  twenty -one  years  of  aye  or  older  lo  obtain  any  license  to  purchase  mariiuana.  niariiuana  products,  niariiuana 

extracts,  or  niarijiiana  paraphernalia  from  a  licensed  marijuana  retailer: 

 (lOj  Keqiiire  an  individual  iweiilv  -one  years  of  age  or  older  lo  obtain  any  license  lo  deliver  niariiuana.  niariiuana  products,  niariiuana 

extracts,  or  marijuana  paraphernalia  for  no  consideration  to  an  individual  twenty-one  years  of  age  or  older  if: 

 (iU  I  he  niariiiuina.  marijuana  products,  mariiuana  extracts,  or  niariiuana  paraphernalia  were  purchased  from  a  licensed  marijuana 

retailer:  or 

 (bj  I  he  marijuana  or  marijuana  products  were  iiiaiiulactured  or  processed  by  a  person  without  a  license  in  accordance  wilh 

paragraph  ( 121  of  ihis  subsection: 

 (III  Kcquire  an\  mariiuana  retailer  to  record  the  name  or  any  other  personally  identifiable  inlomiatioii  of  any  omsumer  twenty-one  years  of 

age  or  older: 

 ( I2|  Require  a  person  twenty-one  years  of  ape  or  older  lo  obtain  any  license  or  pay  any  tax  lo  manufacture  or  procc-ss  marijuana  or  mariiuana 

products  al  a  household  lor  noncomnicrcial  personal  use  if  Ihe  atigregaie  ainonnts  of  such  mariiuana  and  marijuana  products  ai  Ihe  household  do  not  exceed  Ihe 
household  exemption  liniils:  or 

 l_Lii  I'rov  ide  thai  the  penalty  for  iiianufactiiriii;!  more  than  the  luiiiiber  of  marijuana  plants  that  mav  he  manufactured  willioiil  a  license  under 

paragraph  ( 12)  ol  this  subsection  may  not  exceed  that  for 

 (iU  All  iiil'raciion.  if  the  violation  is  a  first  violation  and  Ihe  number  of  mariiuana  plants  is  not  more  than  double  the  number  of 

maritiiana  plants  ihal  iiia\  be  manufactured  w  ithout  a  license: 
 thj  A  misdemeanor,  if  Ihe  violation  is  a  first  violation  and  llie  number  of  mariiuana  plants  is  more  than  double  but  not  more  than 

quadruple  the  number  of  mariiuana  plains  that  mav  be  manufactured  w  ilhoul  u  license:  or 
 icj  .A  niisdemeanor.  if  (i)  the  violation  is  a  second  violation,  (ii)  with  respect  lo  the  first  violalion.  the  iiiimher  ol  niari|uaiia 

plants  was  not  more  than  double  the  luiiiiber  of  mariiuana  plants  that  mav  be  manulaclured  without  a  license:  and  (ml  with  respect  to  the  second 

violation.  Ihe  number  ol  niariiuana  plants  is  not  more  than  double  the  number  of  mariiuana  plants  that  may  he  manufactured  wiihoul  a  license:  or 

 LULI  Make  Ihe  ownership  or  operation  of  a  licenced  business  that  manuliictiircs.  produces,  or  delivers  mariiuana.  mariiuana  products. 

mariiuana  extracts,  or  mariiuana  paraphernalia  in  this  slate  so  burdensome  that  il  winild  be  impracticable  li'r  a  pnideiil  business  person  lo  orpani/e  or  condiid 
the  business 

9^  On  or  before  June  I.  2(115.  the  dcpariiiieni  shall  promulgate  rules  and  regulations,  and  the  general  assembly  mav  enact  la^^s.  Ihal: 

 ( 1 1  Permit  individuals  wilh  a  medical  condition  who  may  benefit  from  the  medical  use  of  iiiari|uana.  mariiuana  pnxlticls.  and  marijuana 

extracts  lo  be  able  lo  discuss  I'rcelv  w  ilh  their  doctors  the  possible  risks  and  benefits  of  medical  marijiiana  use  and  lo  have  Ihc  benefit  of  Iheir  doctor  s 
professional  advice: 

 Qi  Permit  individuals  suffering  from  a  medical  condition  lo  be  allowed  lo  use  mariiuana.  marijuana  products,  and  marijuana  exlrads 

vvilhoul  being  subject  to  cimI  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide  a  medical  benefit  lo  them  and  when  olher  reasonable 
reslriclions  are  met  regarding  thai  use,  and 


|3|  I'rovidc  lliiil  no  individual  iiihIlt  cijihlccii  \cars  ol'iijic  sliiill  be  allm<etl  in  use  iiiiirljiuiiiii.  iiiarijiiami  protlucls.  or  niariiiiana  cxtracls  lor 

iiicdiciil  purposes  unless  ihc  iiidividuars  cusiixiial  parent  or  legal  aiiardian  wilh  responsiMlilv  lor  the  indlvidtiars  licallh  care  decisions  conscnis  lo  siicli  use. 

10.  N<i  licensed  doelor  niaN  he  suhieclcd  lo  any  criminal  or  civil  penally,  or  lo  any  discipline  hv  an^  slaie  liceiisin;!  iliv  ision.  hoard,  or  coniniission.  for: 

1 1 1  Advisiii!;  a  person  whom  llie  doctor  has  dia'inosed  as  liavin;;  a  medical  condition,  or  a  perstin  who  llie  doctor  knows  lias  been  so 

diamiosed  hv  aiiolher  licensed  doctor,  about  llie  risks  and  henerils  of  medical  use  »l  niariiuana  or  that  the  iiicdical  use  oriiiariiuana  may  mitigale  the  symptoms 
or  cllects  or  the  person's  medical  condition,  provided  the  advice  is  based  on  the  dcKlor's  personal  assessment  ol'the  person's  medical  history'  and  ci 
medical  coiulilion.  or 

(2l  I'roN  idiim  any  written  documentation  that  evidences  or  confiniis  such  ad\  ice  and  assessment 

1 1.  I'he  division  is  directed  and  atilhori/ed  lo  eiil'orce.  adininister.  and  make  rules  and  reuulalii'ii^  that  are  not  ineonsislcnl  with  this  section. 

12.  ri>e  department  is  directed  and  a»lliori/ed  lo  eiilorce,  administer,  ami  make  rules  and  rce»lalii>ns  ihal  arc  not  iiieonsisleni  with  this  section 

13.  "I'he  general  asseinhlv  may  enact  laws  thai  eonlrol.  rciiiilale.  and  la\  ihe  maiiiifacliire.  production,  and  delivery  of  industrial  hemp.  Any  additional 

tax  revenue  aiithoriycd  by  lliis  section  on  ihe  iiiaiiulaclure.  production  and  delivery  of  industrial  hemp  shall  in>l  be  part  of  the  "lolal  slate  revenue  "  within  the 
meanini*  of  seclions  1 7  and  IX  of  article  .\  of  this  conslilulion.  nor  subject  lo  additional  voler  approval  under  seclion  18(e)  of  article  .X  of  this  conslilulion  In 
addition,  the  evpeiidilure  <if  any  additional  revenue  shall  not  he  an  "exnense  of  slate  govemniem"  under  section  20  of  article  -X  of  this  conslitulion. 

14  Convictions  ol  mariiiiaiia  olTenses  shall  be  expuntjeable  as  lollows: 

 ijj  An  individual  who  has  niead  miilly  lo  or  has  been  convicted  tif  violating  any  expuimeahle  marijuana  olTense.  and  who  was  twenly-one 

years  of  ane  or  older  at  the  lime  ol'the  olfense.  may  apply  lo  the  court  in  which  he  or  she  was  sentenced  for  an  order  lo  expunne  all  oflicial  records  of  his  or  her 
arrest,  plea,  trial,  and  conviction  II  the  court  determines,  upon  review,  lliai  mu  Ii  niclividual  has  plead  uuilly  to  or  has  been  convicted  of  an  expiinncable 
mariiiiaiia  olleiise.  Ihe  court  shall  enter  an  order  of  expiiniicmenl  An  iiuli\  uliial  shall  he  entitled  to  one  or  more  expungements  porsuani  to  this  paragraph  ( 1 1. 

 iZl  .Mlcr  a  period  of  nol  less  lhan  one  year,  an  imlividiial  who  has  plead  miilly  lo  or  has  been  convicted  of  violatinp  any  expunucahic 

iiiiiriiuana  offense  for  the  lirsl  time,  and  who  was  under  twenty-one  years  of  atic  at  ihe  lime  of  Ihe  olfense.  and  who  since  such  conviction  hiis  not  been 
convicted  ol  any  other  maniuana-relaled  olfense.  may  apply  to  the  court  in  which  he  or  she  was  sentenced  lor  an  order  to  expini'.'c  ;ill  olfu  lal  records  of  his  or 
her  arrest,  niea.  trial  and  conviction.  If  the  coiirl  determines,  upon  review,  that  such  individual  has  not  been  convicted  of  any  oi  I km^ ni.i!  uiianii -related  ol  fense  at 
the  lime  of  the  application  (or  expuniiemcnl.  the  court  shall  enter  an  order  of  expuimeiiienl 

 ili  An  iiidiv  idual  who  has  plead  uiiilly  lo  or  has  been  convicted  of  violating  any  expungeahle  marijuana  offense  that  is  not  expiingeable 

under  paragraphs  1 1 )  or  (2 1  ol  this  subsection  may  apply  lo  the  court  in  which  he  or  she  was  senlenced  lor  an  order  to  expunge  all  olVicial  records  of  his  or  her 
arrest,  plea,  trial,  and  eon\  iction  If  the  court  deterniiiKs.  upon  review.  Ihal  an  expungement  is  in  the  interests  of  iusliee.  the  court  may  enter  an  order  of 
expungement  An  individual  may  be  enliiled  lo  one  or  more  exnungeiiienis  pursuant  to  this  paragraph  ii  I. 

 (4j  I  he  effect  of  an  order  of  expungenieni  shall  he  lo  restore  the  applicable  iiid ividual  to  the  status  he  or  she  occupied  prior  to  such  arrest. 

plea  or  conviction,  as  if  such  event  had  never  happened  No  individual  as  to  whom  such  order  has  been  entered  shall  he  held  thereafter  under  any  provision  of 
any  law  lo  be  (!uiltv  of  perjury  or  otherwise  giving  a  false  slalemenl  by  reason  of  his  or  her  failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction 
or  expungenieni  in  response  lo  anv  inquiry  made  of  him  or  her  for  any  purpose  whatsoever. 

I  .S.  No  conlracl  shall  be  iinenforceahle  on  the  basis  that  nianufaclurinp.  producing,  delivering,  possessing,  or  using  mariiuana.  mariiuana  products. 

niariiuiuia  extracts,  mariiuaiia  paranhenialia.  or  iiidiislrial  hemp  is  prohibited  by  federal  law. 
16.  Nothinp  in  this  seclion  shall  he  conslrued: 


 (Jj  I  o  amend  or  al  l'eci  in  any  way  am  siale  or  federal  law  peilainiiig  lo  employ  mem  mailers: 

 {2}  l  o  amend  or  affect  in  any  way  any  sUile  or  federal  law  iierlaiiiiiig  lo  laiullord-leiiani  mailers: 

 (Jj  I  o  amend  or  affect  in  any  way  any  stale  or  federal  law  that  permits  an  ow  ner,  lessor,  or  lessee  of  real  properly  or  anv  other  person  w  ho 

ha.s  a  legal  estate  in  real  property  Irom  prohibiting  the  manufacture,  priiductioii.  delivery  ,  possession,  or  use  of  mariiuana  on  such  real  property: 

 {A}  lo  aiiiciul  or  allcct  in  any  way  any  slate  law  pertaining  lo  the  operation  of  a  vehicle,  watercrall.  aircrali.  railroad  Irain.  or  any  similar 

device  vvliile  using  or  under  the  inlUience  ol  marijuana: 
 [JJ  l  o  require  a  person  to  violate  a  federal  law .  or 

 (ftj  I o  exempt  a  person  from  a  federal  law  or  obstruct  llie  cnlorceineni  ol  a  federal  law. 


17.  If  any  suhsectitins.  paragraphs,  phrases,  or  words  of  this  section  shall  he  held  iiiiconslilulioiial.  void,  or  illegal,  either  on  tlK'ir  face  or  as  applied.  Ihe 

applicabilily.  constitutionality,  and  legality  of  anv  and  all  other  subsections,  paragraphs,  phrases,  and  words  of  this  section  shall  not  he  alTected.  lo  thai  end. 
Ihc  subsections,  paragraphs,  phrases,  and  words  of  this  section  are  intended  to  he  severable.  It  is  hereby  declared  lo  be  the  jnlent  of  this  seclion  that  each  and 
every  subsection,  paragraph,  phrase,  and  word  of  this  section  would  have  been  adopted  regardless  of  w  hether  one  or  more  of  the  subsections,  paragraphs, 
phrases,  or  words  of  this  section  is  held  iinconstjiutional.  void,  or  illegal. 

 Ihe  provisions  of  subsections  2.  .v  4.  h.  7.').  10.  II.  12.  I.V  14.  I.S.  \b.  I7.and  18  of  this  section  and  paragraphs  ( I ).  (2).  and  (5)  of  subseclion  5  of 

Ibis  seclion  shall  become  elTeclive  on  .lanuary  I.  201 5    Ihe  provisions  of  subsections  I  and  S  of  this  seclion  and  paragraphs  1.^1  and  (4)  of  subsection  5  of  lliis 
seclion  shall  become  elTeclive  on  lune  I.  20l.s  .All  slate  laws  ihal  arc  ineonsislcnl  with  any  provision  of  paragraph  ( I ).  (2).  or  (5)  of  subsection  .s  of  this 
section  shall  no  lonper  reiiiaiii  in  lull  lorcc  and  effect  on  and  aller  January  I.  2015   All  stale  laws  thai  are  Inconsislenl  wilh  any  pnwision  of  siihseelions  I  or  8 
of  this  section  or  paragraph  (.^1  or  (4)  ol  subsection  5  of  tins  seclion  shall  no  longer  remain  in  full  force  and  etfecl  on  and  al'ler  .lune  I.  2015.  All  of  the 
provisions  of  ihis  seclion  shall  be  sell'-enl'orcinu 


Jason  Kander 


James  C.  Kjrkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  I,  version  2  (2014-069) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  sectioi/^^fo'fljJl'^Vft)!  to  the  contrary,  for  a  term  of 
imprisonmeni  not  to  exceed  one  year  in  the  county  Jail  or  a  fnie  not  lo  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowi2£(>36fs^n-l3is  <^'^ej  oiw^*  "'ore  than  once  for  the 
same  measure  tor  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not*;!  re^stered  voter. 

INITIATIVE  PETITION  >  i     A  „ 

.^x/;^  ^•._>f'■•' 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri:  6-  '*  ^^''^^'^ 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis), 


respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of . 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4""  day  of  November,  2014,  and  each  for 
himself  or  her.self  says:  I  have  personally  signed  this  petition;  1  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

1.  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMK 
(.Signalure) 

Date 
Signed 

REGISTtiRF.D  VOTING  ADDRESS 
(Sirecl,  No  I'O  Boxes)        (City.  I'own  or  Village) 

/,p 
Code 

Cong. 
Disl. 

NAMH 
(Printed  or  Typed) 

1. 

/  / 

2, 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this  day  of 


Address  of  AtTiant 
,  A.D. 


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary; 


NO'flCI-;  You  arc  advised  lhat  ihe  proposed  wnslitutioiial  aniendincni  may  cliange.  repeal,  or  modify  by  implication  or  may  be  construed  by  some  persons  to 
change,  repeal  or  modil'v  by  Implication,  the  followinfi  provisions  ol'the  Constitution  of  Missouri—  Sections     10,  14,  15.  31  &  }2  of  Article  1;  Sections  36, 
39  &  3y(a|..f  Article  III.  Sections  7,  12.  15,  22.  23.  27(a)  &  48  of  Article  IV:  Seelions  14.  IX&  24  of  Article  V;  Section  18(d)  of  Article  VI.  Section  I  and  4 
of  Article  VII;  Sections  2  of  Article  VIII;  Sections  3(a),  7,  and  9(b)  of  Article  IX;  .Scxiions  I.  2.  3. 4(a),  6,  10(b),  17,  18,  18(e).  19, 20  &  24  of  Article  .\;  and 
Section  2(b)  of  Article  XII. 

He  II  resij/wd  hy  ilie  peopli;  of  the  stale  of  Missouri  lhat  the  Consliliilion  he  amended: 

One  new  section  is  adopted  to  be  known  as  Article  1.  Section  35(al  and  to  read  as  follows 

L  C  ili/ens  over  the  aae  of  lwentv-<ine  years  shall  have  tbe  rieht  to  eiieage  in  tlic  production,  sale,  disiribulion.  and  consumption  of  marijuana  and  the 

manufacture  of  goods  from  benip.  suhicci  to  reasonable  reuiilations  adopted  b\  the  slate  governnicnl  pursuant  to  ihis  section. 
2,  I  be  purposes  ol  this  scclion  are: 

 (JJ  fo  promole  the  vital  slate  Inleresi  in  llie  regulation  oflbe  sale  and  disiribulion  of  iiiiiriiuaiia  in  order  to  combat  illegal  underage  use  of 

iiianiuana.  and  achieve  other  important  slate  policy  goals  such  as  maintaining  an  orderly  marketplace  composed  of  slate -licensed  niariiuana  producers, 
dislribtiiors.  and  retailers: 

 L2J  I'o  eliminate  Ihe  problems  caused  by  the  prohibition  and  uncontrolled  criminal  inanulacture.  production,  delivery,  and  possession  of 

Iiianiuana  wilhin  this  state. 

 (3J  li)  preveiil  Ihe  nriHliiclion.  sale,  distribution,  and  recreational  consuiiiplion  of  marijuana  by  those  under  twenty-one  years  of  age,  as  Ihe 

eonsumplion  of  marijuana  noses  pariicular  hazards  lo  minors,  whose  brains  arc  slill  in  a  stale  of  development: 

 liJ  To  legalize  under  slate  law  ihe  use  of  marijuana  by  individuals  who  are  suffering  from  a  medical  c(mdition  when  their  doctors  advise 

thai  such  use  may  provide  a  medical  benefit  lo  Iheni; 

 (5j  l  o  raise  ia\  revenue  Irom  the  production  and  sale  of  mariiiiana.  and  lo  allocate  such  revenue  for  stale  and  Uval  law  enforcement  and 

I'lrefighier  peiisiiwis  and  reliremeni  plans,  for  elenienian  .  secondary  ,  and  higher  education,  for  the  cities  and  counlics  of  Ibis  stale,  for  mental  health  and 
substance  abuse  programs,  and  lor  Ihe  division  for  the  purposes  of  enforcing  regulations  up<in  Ihe  sale  and  distribution  of  niariiuana  authorized  by  this  section; 

 !6J  l  o  legalize  under  slate  law  ihe  manufacture,  nroduclion.  and  delivery  ol  industrial  hemp,  and  lo  repiilate  industrial  licnin  under  stale  law 

in  a  manner  separate  and  apart  from  the  regulation  of  mariiiiana: 

 LZJ  I  o  legalize  under  state  law  the  maniilacliirc.  production,  possession,  and  use  of  marijuana  by  persons  Iwenlv-twe  years  of  age  and  older; 

imd 

 l8J  l  o  legalize  under  stale  law  the  delivery  of  niariiuana  by  persons  Iweiilv-one  years  of  age  and  older  to  persons  Iwentv-one  years  of  age 

and  older. 

2,  t  he  people  of  (he  state  of  Missouri  intend  thai  the  rules,  retiulations.  and  laws  proimilgaled  and  enacted  in  accordance  with  subsection  7  of  ihis 

section,  together  wiih  ihe  oiher  provisions  of  existing  state  law,  w  ill: 

 (JJ  I'revenI  the  distribution  of  marijuana  lo  persons  under  twenty-one  years  of  age. 

 12)  Prevent  revenue  from  the  sale  of  marijuana  from  goins  lo  criminal  enterprises,  ganps.  and  cartels: 

 l3j  I'revenI  the  diversion  of  niariiuana  from  ihis  stale  lo  other  slates: 

 ti)  Prevent  niariiuana  aclivilv  that  is  legal  under  state  law  from  being  used  as  a  cover  or  nretexl  for  Ihe  iralTicking  of  other  illegal  drues  or 

olher  illegal  aelivitv: 

_   (5j  I'revenI  violence  and  llie  use  ol  Tireamis  in  the  eullivalion  and  disiribulion  of  marijuana. 

 Ih}  Prevent  drugged  driving  and  llie  evacerhalioii  of  olher  adverse  public  health  consequences  asstKialed  wilh  the  use  of  niariiuana. 

 iTj  Prevent  the  growing  of  niariiuana  on  public  lands  and  Ihe  altendaiil  public  safety  and  cnviroiimcnial  danpers  posed  by  niariiuana 

production  on  public  lands. 

 {Si  Prevent  the  possession  and  ase  of  niariiuana  on  federal  property,  and 

 (9)  Prevent  llic  marketing  and  ad\erlisciiienl  ol  niariiuana.  niariiuana  prwlucls.  niariiuana  extracts,  mariiiiana  naranhemalia.  or  niariiuana 

usage  lo  those  under  iweiitv-onc  years  of  age. 

A.  Unless  the  contexl  clearly  indicates  otherwise,  as  used  in  Ihis  section,  the  following  lemis  have  Ihe  followinp  meanings: 

 IJj  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  niariiuana.  niariiuana  prtxlucts.  marijuana  exiracls.  or 

iiiariiuami  paraphernalia  other  lliaii  for  the  piii-pose  of  resale 

 Qj  "Deliver"  or  "delivery"  means  llie  Iransler  from  one  ix-rson  lo  another  of  niariiuana.  niariiuana  products,  niariiuana  extracts,  or  niariiuana 

paraphernalia,  whelher  or  not  there  is  an  apeiicv  relationship,  and  includes  a  sale 

 Li)  "Depanment"  means  the  depanmeiil  of  health  and  senior  services,  or  any  successor  departnieni 

 li)  "nivision"  means  the  division  of  alcohol  and  lobacco  control  w  ithin  Ihe  departmciil  of  public  safety,  or  any  successor  division  or 

deparimcnt 

 15J  "1-ntitv"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperalive  corporation,  profil  or  nonprotll 

iinincorporaied  association,  business  irusl.  limited  liabililv  company,  general  or  limited  partnership,  limited  liahililv  partnership,  loinl  venture,  or  any  other 
lei^al  enlilv.  and  includes  a  noveniment  subdivision  or  agency 
 16)  "I  xpiinpeable  inanjuana  offense"  means: 

 isl  I'he  manufacture,  production,  possession,  or  use  of  niariiuana.  marijuana  products,  niariiuana  exiracls.  or  niariiuana 

paraphernalia:  or 

 (bj  The  delivery,  possession  with  intent  to  deliver,  or  tralVickinp  of  niariiuana.  mariiuana  prtxliicts.  niariiuana  exiracts.  or 

niariiuana  paraphernalia  to  one  or  more  Individuals  If  such  individuals  were  iwenlv-one  years  of  age  or  older  at  Ihe  time  of  the  olTense 

 (7)  "l  air  market  sale"  means,  vviih  respeci  lo  Ihe  sale  of  a  product,  a  sale  in  which  (he  purchase  price  of  the  product  is  iio(  less  than  IIk  price 

that  a  willinp  seller  yvould  accept  and  a  w  illing  buyer  would  pay  in  Ihe  open  market  and  in  competition  with  olher  similar  products. 

 UiJ  "I  lousehold  exemption  limits"  means,  at  any  given  time 

 _lai  l-ipht  ounces  of  usable  niariiuana: 

 [tl  Sixteen  ounces  of  mariiuana  producis  in  solid  lorm:  and 

 (cj  Sevenlv-lyvo  ounces  ot  mariiuana  producis  in  liquid  lorm 

 (9)  "Industrial  hemp"  means  Cannabis  Saliva  I.  containmp  no  greater  lhan  one  percent  tetrahydrocannabinol. 

 (10)  "l  icense"  means  am  license,  permit,  regislralion.  consent,  or  aiithorizalion  issued,  granted,  given,  or  otherwise  made  available  by  or 

under  the  authority  ol  any  stale  or  local  governmeiilal  body,  agency,  or  oft'icial. 

 (II)  "l  icensee"  means  any  person  yyho  holds 

 ia)  A  mariiuana  license:  or 

 (bj  A  license  issued  by  any  slate  agency  for  the  purchase,  sale,  nianiifacuiring.  production,  processing,  transportation,  or  delivery 

of  industrial  hemp 

 ( 12l  "Manufacture"  means  the  production,  preparation,  propagation,  conipoimding  or  pri>cessing  of  mariiuana  paraphernalia  or  of  man  iuana. 

inarjjuana  nroducls.  or  mariiuana  extracts,  either  directly  or  by  extraction  from  substances  olnalural  origin,  or  independenllv  by  means  of  chemical  synthesis, 
or  by  a  combination  ol  extraction  and  chemical  synthesis,  and  includes  any  packaging  or  repackaging  of  Ihe  substance  or  labeling  or  relabeling  ol  ils  conlainer. 

 (11)  "Mariiuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  fonn  ihereof.  yvlicther  groyving  or  not,  olher  llian  mariiuana 

exiracls. 

 (14)  "Mariiuana  extracl"  mciuis  a  product  obtained  by  separating  resins  from  mariiuana  by  solvent  extraction,  using  solvents  olher  lhan  water. 

yegelahic  glycerin,  planl  oils,  and  dairv  products,  such  as  butane,  hexaiie.  isoprop\l  alcohol,  ethanol.  and  carbon  dioxide. 

 (15)  "Marijuana  license"  means  a  license  issued  by  ihe  division  lor  llie  purchase,  sale,  manufacturing,  production,  processing,  transportation. 

or  delivery  ol  marijuana,  mariiuana  producis.  mariiuana  exiracls.  or  mariiuana  paraphernalia. 

 I  Ihi         "Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  arc  used,  iiileiided  for  use,  or 

designed  for  use,  in  planling.  propagating,  cultivating.  gn>wing.  harvesling.  manufacluring.  compounding,  convening,  producing,  processing,  preparing. 
storing,  containing,  concealinj^.  ingesting,  inhaling,  or  ollieiyvise  introducing  iiilo  the  human  body  marijuana,  mariiuana  products,  or  mariiuana  exiracts . 

 (JTj  "Mariiuana  producis"  means  products  that  conlain  mariiuana  or  mariiuana  extracts  and  arc  Intended  for  human  consumption  Manjiiana 

products  diK's  nol  mean  mariiuana  by  ilsell.  or  a  mari|uaiia  extracl  by  itself. 

 (JJU  "Marijuana  retailer"  means  a  person  yvho  sells  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  lo  a 

consumer  in  this  stale. 

 (19)  "Person"  includes  any  individual  or  entity. 

 (201  "Person  lyvenlv-one  years  of  age  and  older"  includes  any  enlilv  in  which  no  individual  under  tweniv-tiiie  years  of  aee  holds  a  direct  or 

intllryci  interest 

 (21)  "Produce"  or  "production"  includes  the  nianufaclure.  planting,  eullivalion.  groyving.  or  harvesting  of  marijuana,  mariiuana  prixliicls. 

mariiuana  extracts,  or  mariiuana  paraphernalia 

 111!  "Public  place"  means  a  place  to  which  ihe  general  public  has  access  and  includes,  but  is  nol  limited  to.  hallways,  lobbies  and  other  nans 

of  apannicnl  houses  and  hotels  not  consiiiuling  rooms  or  apannienis  designed  for  actual  residence,  and  liiuliwavs.  streets,  schools,  places  of  amusement,  parks. 
playgrounds  and  premises  used  in  coniieclion  yvith  public  passenger  Iransportalion. 

 (21)  "Slate  law  "  means  any  state  or  local  layv.  regulation,  rule,  charter,  ordinance,  or  olher  governmental  action, 

 (24)  "  lax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profil.  personal  property,  sales,  use,  transfer,  value  added. 

concession,  add  on  minimum,  or  other  lax,  fee.  a.ssessmcnl.  lew.  liuilT.  charge,  or  duty  ol  any  kind  yvlialsoevcr  imposed,  assessed,  or  collected  by  or  under  ilie 
authority  of  any  governmental  body, 

 (25)  "Usable  marijuana"  means  dried  mariiuana  llowcrs  and  dried  mari|uaiia  leaves,  and  any  mixture  or  preparation  Ihereof 

y  [-xcept  as  olhenvise  provided  in  Ihis  section,  no  stale  law  shall: 


 (JJ  I'roliihil  ilie  pt)ssessii)ii  iir  use  ofriiurijuanii.  niariiuaiiii  products,  iiiariiuaiia  cxlracls.  or  niarimaiia  par;i|iliernalia  hv  persons  iweiiiv-unc 

years  of  age  and  older: 

 Ql  Prohihil  ihe  Iraiisportalion  or  delivery  oriiiariiuana.  marijuana  products,  marijuana  exlracls.  or  maruuana  paraphernalia  bv  persons 

tvveni\-one  years  of  age  and  older  lo  persons  iwentvH^nc  years  ol'apc  and  older: 

(3)  I'roliibil  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products,  niariiuana  cMracts.  or 


marijuana  paraphernalia  hv  persons  menty  -one  years  of  ace  and  older: 

 Li)  Prohibit  the  purchase,  sale,  manul'acluriiip  production,  processing,  transportation,  or  delivery  of  industrial  hemp:  or 

 15J  Provide  for  Ihc  seizure  or  forfeiture  of  any  property  used  in  connection  with  any  purchase,  sale,  nianulacturinij.  production.  priH,essinp. 

transportation,  delivery,  possession,  or  use  of  niariiuana.  niariiuana  products,  niariiuana  paraphernalia,  or  industrial  hemp  il'such  manufacture,  production. 

delivery,  possession,  or  use  is  lawful  under  state  law 

(y  Notwilhstandiim  subsection  5  of  this  section,  a  state  law  may: 

 LLL  Prohibit  the  importation  and  exportation  of  marijuana,  niariiuana  products,  and  niariiuana  cxtracUi  into  and  from  tliis  stale. 

 I2l  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery  «>f  marijuana,  marijuana  pnxlucts.  and  iiiiiriiuana  extracts 

in  or  on.  or  within  one  thousand  feet  of,  real  property  comprisin|i  a  public  or  private  elementary  or  secondary  school,  public  vocational  school,  or  a  public  or 
private  comiiiiinily  colletie.  college,  or  university  attended  primarily  by  individuals  under  tyseiilv-one  years  of  age: 

 Li!  Prohibit  the  operation  of  a  vehicle.  watercral\.  aircralt.  railroad  train,  or  any  similar  device  while  using  or  under  the  inlluence  of 

niariiuana: 

 [4J  Prohibit  the  use  of  niariiuana.  niariiuana  products,  and  marijuana  extracts  in  a  public  place,  provided  however  that  the  penalty  for 

violation  of  such  law  may  not  exceed  that  for  an  infraction: 

 tfj  Prohibit  the  purchase,  sale,  manufacturing,  nn^uction.  processing,  transportation,  delivery,  or  possession  of  marijuana,  marijuana 

products,  and  niariiuana  extracts  bv  any  person  that  does  not  comply  with  any  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance  with 
subsection  7  of  this  section. 

 161  Classify  the  penalties  for  violations  of  such  laws: 

 121  Impose  an  excise  tax  on  Ihe  first  fair  market  sale  of  all  inariiiiana  produced  in  this  state  at  a  rate  not  less  than  fifteen  percent  and  not 

more  than  thirty  percent  of  the  purchase  price  I  hc  additional  excise  tax  revenue  aulhori/ed  bv  ihis  section  shall  not  be  nan  of  the  "total  state  revenue"  within 
the  meaning  of  sections  1 7  and  18  ol  article  X  of  this  constitution,  nor  siibiect  to  additional  voter  approval  under  section  IS(c)  of  article  X  of  this 
constitution  In  addition.  Ihe  expenditure  of  this  additional  revenue  shall  not  be  an  "expense  of  state  government"  under  section  20  of  article  X  of  this 
constitution 

T  Siibiect  to  the  provisions  of  subsection  8  of  this  section,  on  or  before  June  I.  201 5.  tlie  division  shall  promulgate  rules  and  reputations  that  control 

and  regulate  the  purchase,  sale,  manufacturing,  production,  pnx'essinii.  lransp<irtatioii.  delivery,  possession,  and  use  of  niariiuana.  niariiuana  products, 
marijuana  extracts,  and  marijuana  paraphernalia,  including  but  not  limited  lo  rules,  ^e^ulations.  and  laws  that: 

 Qj  Reuuire  a  person  to  obtain  a  mariiuana  license  to  piircha.se.  sell,  nianufaciure.  produce,  process,  triuisporl.  or  deliver  marijuana. 

marijuana  products,  marijuana  extracts,  or  iiiarituana  paraphernalia: 

 (2J  Provide  for  the  collection  of  the  excise  lax  provided  in  paragraph  7  of  subsection  6  of  Ihis  section. 

  (3)  Provide  fur  the  enforcement  of  such  laws  and  lor  the  examination  and  inspection  of  the  hiwiks,  records,  and  premises  of  licensees: 

 (4J  Regulate  the  advertising  of  niari|uana.  niariiuana  products,  niariiuana  extracts,  and  niariiuana  paraplienialia: 

 (5j  Provide  for  the  receipt  and  transfer  of  all  funds  received  by  the  slate  trom  the  excise  taxes  and  license  and  other  fees  collected  under 

such  laws,  as  follows: 

 (aji  I'lrsi.  lo  Ihe  division,  an  amount  that  Ihc  general  assembly  deems  necessary  lor  the  division  lo  carry  out  Ihc  division's 

obligations  under  such  laws,  including  a  reserye  fund  to  maintain  a  rca.sonable  working  cash  balance  for  the  purpose  of  carrying  out  such 
oblitialions: 

 IjU  Next,  the  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  assembly  may  detemiine.  for  the  following 

purposes:  (i)  for  state  and  local  la\\  enforcement  and  firerighter  pensions  and  reliremeni  plans,  menlv-five  percent:  (ii)  for  public  iiislitulions  of 
clenienlary  and  secondary  education.  Iwciity-five  percent:  (iiil  for  mental  health  and  subslaiice  abuse  programs,  twenty  percent,  (iv)  for  cities  and 
counties,  fifteen  percent:  and  (v)  lor  public  instilutioiis  of  higher  education  or  for  scholarships  to  alleiid  such  inslilulioiis.  fifieen  percenl:  and 

 IcJ  All  moneys  ;ipproiui,ikd  hv  ihc  general  assembly  from  Ihe  cycise  laxcs  aulhori/ed  in  paragraph  7  of  subseclion  h  of  ihis 

section  shall  provide  additional  funds  lor  the  purposes  emimeraled  above  and  iiol  icplace  existing  funding. 

 (6J  I  mill  Ihe  aiiiouni  of  marijuana,  niariiuana  products,  or  niariiuana  exlracls  thai  a  person  other  than  a  licensee  may  possess  at  any  given 

lime,  provided  however  that  the  penally  for  violation  of  such  law  may  not  exceed  that  for  an  infraction  for  ihe  first  violation  and  a  misdemeanor  for  any  second 

orsuhseuuent  violation 
 No  slate  law  or  coiiihination  of  stale  laws  shall: 

 ( 1 1  l-xccpl  for  the  tax  provided  in  paragraph  (7)  of  subseclion  6  of  this  section,  impose  any  lax  on  maruuana.  niariiuana  prodiicls.  marijuana 

extracts,  or  transactions  involving  marijuana,  marijuana  products,  or  marijuana  extracts  that  is  not  imposed  on  other  products  peiierallv. 

 t2j  l  imit  Ihc  amounts  of  marijuana,  niariiuaiui  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee  niav  possess  at  any  piven 

lime  lo  amounts  less  than: 

 tfl)  l-ipht  ounces  of  usable  maruuana: 

 Oil  Sixteen  ounces  of  niariiuana  products  in  solid  fonii: 

 (i)  Sevenly-lwo  ounces  of  niariiuana  products  in  liquid  form:  and 

 l^j  One  ounce  of  mari  juana  extracts. 

 (3J  I  imii  Ihe  aggregate  iiiiiiiber  of  licensees  that  may  hold  marihuana  licenses  or  the  aggregate  number  of  maruuana  licenses  thai  may  he 

(;ranled.  provided  however  that  the  number  of  licensed  marijuana  retailers  in  a  couiilv  may  be  limited  to  no  fewer  than  one  marijuana  retailer  per  2.500 
inhabitants  in  such  county,  according  lo  the  most  recent  census  of  Ihe  United  States. 

 lil  Limit  the  luimher  of  marijuana  licenses  that  may  be  granted  lo  or  held  by  the  same  person. 

 Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  dilTerent  types  of  mariiuana  licenses: 

 [6J  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual  who  owns  a  direct  or  indirect 

interest  in  ihe  person  is  not  organi/^ed  in  or  a  resideiil  of  Ihis  state: 

  (7)  Prohihil  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual  who  oyvns  a  direct  or  indirect 

interest  in  the  person  has  been  convicted  of  violating:  (i)  any  non-discrelionary  expungeable  marijuana  offense  in  paragraph  ( I )  or  (2)  of  subsection  114)  of  ihis 
section:  or  Iiil  any  niariiiiana-relaled  offense  that  has  been  expunged: 

 18]  Require  an  individual  Iwenlv-one  years  of  aee  or  older  to  obtain  any  license  to  possess  or  u.se  mariiuana.  mariiuana  products,  mariiuana 

extracts,  or  mari|uana  paraphernalia. 

 [2j  Require  a  consumer  twentv-one  years  of  age  or  older  to  obtain  any  license  to  purchase  mariiuana.  iiiari|uana  products,  marijuana 

extracts,  or  maruuana  paraphernalia  from  a  licensed  niariiuana  retailer: 

 (JOJ  Require  an  individual  Iwenlv-one  years  of  age  or  older  to  obtain  any  license  to  deliver  mariiuana.  maruuana  producls.  niariiuana 

extracts,  in  niariiuana  paraphernalia  for  no  consideration  lo  an  individual  twentv-one  years  of  age  or  older  if 

 (aj  The  marijuana,  niariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  were  purchased  from  a  licensed  mariiuana 

retailer:  or 

 (JD  Hie  marijuana  or  mariiuana  producls  were  manufactured  or  processed  hv  a  person  without  a  license  in  accordance  with 

paragraph  (12)  of  this  subseclion: 

 (III         Require  any  mariiuana  retailer  to  record  the  name  or  any  other  personally  identifiable  infomiation  of  any  consumer  twentv-one  years  of 

age  or  older. 

 ( I2>         Reuuire  a  ners<in  iwenlv-one  years  of  age  or  older  lo  obtain  any  license  or  pay  any  lax  to  manufacture  or  process  mariiuiuia  or  marijuana 

products  at  a  household  lor  noncomniercial  personal  use  if  the  aggregate  amounls  of  such  marijuana  and  niariiuana  pr(Klucls  at  Ihe  household  do  not  exceed  the 
household  exemption  limits:  or 

 ( I.Tl         Provide  that  the  penalty  lor  manufacturing  more  than  the  number  of  mariiuana  plants  that  mav  be  manufactured  without  a  license  under 

paragraph  1 12>  of  this  subsection  may  not  exceed  that  for 

 ljU  An  infraction,  if  Ihc  violalion  is  a  first  violation  iind  the  number  of  marijuana  pliuits  is  not  more  than  double  the  number  of 

marifuana  plants  that  mav  be  manufactured  without  a  license: 
 A  misdemeanor,  if  Ihe  violalion  is  a  I'irsI  violation  and  ihe  number  of  marijuana  plants  is  more  than  double  but  not  more  than 

quadruple  the  number  of  mariiuana  plants  that  may  he  manufactured  without  a  license:  or 
 tcj  A  misdemeanor,  if:  (i)  the  violation  is  a  second  violalion.  (ii>  with  respecl  to  the  first  violation,  the  number  of  mariiuana 

plants  was  not  more  than  double  the  number  of  mariiuana  plants  thai  mav  he  manufactured  without  a  license:  and  (iii)  with  respcci  to  Ihe  second 

violation,  the  number  of  mariiuana  plants  is  not  more  than  double  Ihe  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license.  t>t 

 LLH  Make  the  ownership  oi  .ipci  :ilioi)  of  a  licensed  business  that  manufacnircs  proihkes  or  delivers  mariiuana.  mariiuana  producls. 

mariiuana  extracts,  or  mariiuana  parapheriKili.i  m  llns  ^lalc  so  Iniidcnsoiiie  that  it  would  be  impiaciK:il>k-  lor  a  prudent  business  person  to  organize  or  cimdutl 
Ihc  business 

^±  On  or  before  .luiie  I.  20I.S.  the  department  shall  proinulgale  rules  and  regulations,  and  the  general  assembly  may  enact  laws,  that: 

 Ijj  Permit  individuals  with  a  medical  condition  who  may  benefit  from  the  medical  use  of  mariiuana.  niaiijiiaiia  prixlucts.  and  marijuana 

extracts  to  be  able  to  discuss  freely  with  their  doctors  the  possible  risks  and  benclils  of  medical  mariiuana  use  and  to  li.n.  c  iJk-  heiielil  of  their  dtKtor's 
professional  advice. 

 (21  I'ennit  individuals  suffering  from  a  medical  condition  to  be  allowed  to  use  mariiuana.  mariiuana  producls.  and  niariiuana  exlracls 

without  being  subiecl  to  civil  or  criminal  penalties  when  iheir  doctors  advise  that  such  use  may  provide  a  medical  benefit  to  ihem  and  when  other  reasonable 
restrictions  are  mel  rctfarding  thai  u.se.  and 


(31  Provide  lhal  ni)  tndlvKlual  under  ciphiccii  years  ol  a^e  shall  be  allnwcd  to  use  iiiiirijuiiiia.  iiiarljuiiiia  pnnlucb.  or  iiiarijliailil  exlrucls  lor 

medical  purposes  unless  the  individual's  cusl(xlial  parcm  or  le^al  guardian  with  rcsponsihiliiv  lor  ihe  individual's  hcallli  care  decisions  coiisenis  to  such  use. 
10  No  licensed  doctor  may  he  subieclcd  to  any  criminal  or  civil  penally,  or  lo  any  discipline  bv  aiiv  slale  licensing  division,  hoard,  or  commission,  lor: 

( 1 1  AdviMri);  a  person  wluini  the  doctor  has  diamiosed  as  liavinji  a  medical  condition,  or  a  person  who  the  doctor  knows  has  been  so 

diagnosed  hv  anotlicr  licensed  doctor,  about  the  risks  and  bcnelits  ot  medical  use  of  mariiuana  or  that  llie  medical  use  of  niariiuaita  may  niitmate  Ihe  svmpioms 
or  elfccis  ofllic  person's  medical  coiidilion.  provided  the  advice  is  ha.sed  on  Ihe  doctor's  personal  assessment  of  the  person's  medical  history  and  eurrcnl 
medical  condition:  or 

(2)  I'royuliny  any  written  documentation  that  evidences  or  conllmis  such  advice  and  assessment 

1 1.  The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  rettulations  that  are  not  inconsistent  with  this  section 

12.  I  he  depaniiieni  is  directed  and  authorized  lo  enforce,  administer,  and  make  rules  and  regulalions  that  are  not  inconsistent  with  Ibis  section 

13.  I  he  ueiieral  assembly  may  enaci  laws  that  control,  reaulate.  and  la\  Ihe  manufacture,  production,  anil  delivery  of  indusirial  hemn  Any  additional 

lax  revenue  authorized  bv  this  section  on  Ihe  manufacture,  production  and  delivery  of  industrial  hemp  shall  not  be  part  of  the  "lolal  stale  revenue  "  wiiliin  the 
ineaninti  of  sections  17  and  IX  of  article  X  of  this  consliliition.  nor  suhieet  to  additional  voier  anproval  under  section  18(e)  of  article  X  of  this  ciHistilutioii.  In 
addition,  the  expenditure  ot  any  additional  revenue  shall  not  be  an  "expense  of  slale  govemmeni "  under  section  20  of  article  X  of  this  conslilulion. 

14.  Convictions  of  mariiuana  oflenses  shall  be  expungeahle  as  follows: 

 Qj  An  individual  who  has  plead  ttuilty  lo  or  has  been  convicted  of  violalin;;  any  expungeahle  maripiana  offense,  and  who  w;ts  iwenlv-one 

years  of  aue  or  older  at  the  time  of  the  offense,  may  apply  lo  the  court  in  w  hich  he  or  she  Wiis  sentenced  for  an  order  lo  expiiiijic  all  olTicial  records  of  Ins  or  her 
arrest,  plea,  trial,  and  convictiim  If  llie  court  determines,  upon  review  ,  that  such  individual  has  plead  guilty  lo  or  has  been  convicted  of  an  expungeahle 
mariiuana  olTense,  ihe  court  shall  enter  an  order  of  expungement      individual  shall  be  entitled  to  one  or  more  expungeiiienis  pursuant  to  ihis  paragraph  ( I ). 

 12J  After  a  period  ol  noi  less  than  one  year,  an  individual  who  has  plead  guilty  lo  or  has  been  convicted  of  violating  any  exniiiigeable 

marijuana  offense  for  the  llrsl  time,  anil  who  was  under  twenty-one  years  of  age  at  llie  time  of  the  offense,  and  win)  since  such  conviction  has  not  been 
coiivieted  ol  any  other  mariiiiana-related  olTense,  may  apply  to  the  court  in  which  lie  or  she  was  sentenced  lor  an  order  lo  expunge  all  official  records  of  his  or 
her  arrest,  plea,  irial  and  conviction  If  the  ctmrl  determines,  upon  review,  that  such  individual  has  not  been  convicted  of  aiiv  olher  inariiuana-relaled  offense  at 
the  time  t)f  the  application  lor  exnuimcment.  the  court  shall  enter  an  order  of  expungement. 

 An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violalint:  any  expuneeahle  mariiuana  offense  thai  is  not  cxnungeahle 

uiuler  paragraphs  (I )  t)r  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced  for  an  order  to  expunue  all  (tllficial  records  of  his  or  her 
arrest,  plea.  Irial.  and  conviclioii  If  the  court  determines,  upon  review,  thai  an  expungement  is  in  the  interests  of  iuslice.  the  court  may  enter  an  order  of 
expuimeiiieiil  An  individual  may  be  entitled  lo  one  or  more  expungements  pursuant  to  this  paragraph  ii) 

 til  I  he  effect  of  an  order  ol  expungement  shall  be  to  restore  the  applicable  individual  to  the  status  he  or  she  (Kcupied  prior  to  such  arrest. 

plea  or  conviction,  as  if  such  event  had  never  happened  No  individual  as  lo  whom  such  order  has  been  entered  shall  he  held  Ihereafter  under  any  provision  of 
any  law  to  be  guilty  of  perjury  or  otherwise  eivmg  a  false  statement  bv  reason  of  his  or  her  failure  lo  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction 
or  expungement  in  response  to  any  inquiry  made  of  him  or  her  for  any  purpose  whatsoever. 

15.  No  contract  shall  be  unenforceable  on  the  basis  that  manufaclurine.  producing,  delivering,  possessing,  or  using  marijuana,  mariiuana  prodiicls. 

marijuana  extracts,  mariiuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law 

16.  Nothing  in  this  section  shall  be  construed: 


 (iJ  To  amend  or  alTecl  in  any  way  any  stale  or  federal  law  pertaining  lo  emploviiieni  matters. 

  12)  To  amend  or  alTcct  in  any  way  any  state  or  federal  law  pertaining  lo  landlord-lenanl  matters: 

 Q}  To  amend  or  affect  in  iinv  way  any  slale  or  federal  law  lhal  permits  an  owner,  lessor,  or  lessee  ol  real  properly  or  any  other  person  who 

has  a  legal  estate  In  real  property  from  prohibiting  Ihe  manufacture,  production,  delivery,  possession,  or  use  of  mariiuana  on  such  real  properly. 

 (Jj  fo  amend  or  alTecl  in  any  way  any  slate  law  pertaining  to  Ihe  operation  of  a  vehicle,  waiercraft.  aircraft,  railroad  train,  or  any  similar 

device  while  using  or  under  the  innuencc  of  mariiuana: 
 15j  To  require  a  person  to  violate  a  federal  law :  or 

 Ih}  To  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 


17.  If  imy  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitulioiial.  void,  or  illegal,  either  on  their  face  or  as  applied.  Ihe 

applicability,  eonsiiluiionalily,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases,  and  words  of  Ihis  section  shall  not  be  affected   l  o  lhal  end, 
the  suhseciioiis.  paragraphs,  phrases,  and  words  of  this  section  are  inlcnded  lo  be  severable.  Il  is  hereby  declared  to  be  Ihe  intent  of  this  section  lhal  each  and 
every  subsection,  paragraph,  phrase,  and  wurd  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs, 
phrases,  ot  wt>rds  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

IX  llieprovisionsol  subsections  2.  3.4.  6.  7.9.  10.  II.  12.  13.  14.  \5.  16.  17. and  IS  of  this  section  and  paragraphs  ( 1 ),  (2).  and  (5)  of  subsection  5  of 

this  seclion  shall  become  cfleclive  on  January  I.  2015  The  provisions  of  subsections  I  and  8  of  this  section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this 
seelioii  shall  become  elfecliye  on  June  I.  201 5  All  state  laws  lhal  are  inconsisleni  wilh  any  provision  of  paragraph  ( I ).  (2|.  or  (5|  of  suhseelion  5  of  this 
section  shall  no  longer  remain  in  lull  force  and  effect  on  and  alter  January  1.  201.*).  All  state  laws  lhal  are  inconsistent  with  any  provision  of  subsections  I  or  8 
of  this  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  Uiis  section  shall  no  longer  remain  in  full  force  and  elTecl  on  and  after  June  I.  2UIS.  All  of  the 
provisions  ol  this  section  shall  be  self-enforcine. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,2013 


RECfclVED 


The  Honorable  Tom  Schweich 
State  Au(jitor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


DEC  0  4  2013 

^  AUDITORS  OFFICE 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  1,  version  3  (2014-070) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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County  

Page  No.  

ll  is  a  class  A  misdemeanor  punishable,  notvvit)T;staD^iii^  ^iJe  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  qouhty'jail  dr  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own.  or  kni)wingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or2^^^^j|)d(jf^^n[Wlfe6{$i^l5person  knows  he  or  she  is  not  a  registered  voter. 

...  .  INITIATIVE  PETITION 

I'o  the  Honorable  Jason  Kander,  Secretary  ofSt^te  fov  the  state  of  Missouri: 

/■ 

L 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4'''  day  of  November,  2014,  and  each  for 
himself  or  herself  says:  1  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  l.ouis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OITICIAI.  BAl  LOT  TITLE] 


14-070 


CIRCULA  rOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMI-: 
(Signaturcl 

Dale 
Signed 

RKtilSTIiRED  vol  INO  ADDRII.S.S 
(Strcel.  No  I'O  Boxes)        (Cily,  Town  or  Village) 

/,p 
Code 

Cong 
Disl 

NAMH 
(I'rinied  or  l  yped) 

L 

/  / 

2 

/  / 

3. 

.'  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

1     ''  ' 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  naiDC  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this  day  of 


Notary  Public  (Seal) 
My  commission  expires 


Address  of  Affiant 
,  A.D. 


Signature  of  Notary 
Address  of  Notary: 


NOTICli:  You  are  advised  thai  ihc  proposed  conslituiional  amendmciu  may  change,  repeal,  or  modify  by  implication  or  may  be  construed  by  some  persons  to 
chanjje.  repeal  or  modil'y  by  imphcation,  the  following  provisions  of  the  Constitution  of  Missouri— Sections  9,  10,  14,  15,  31  &  .12  of  Article  1;  Sections 
.W&  .I'Xa)  of  Article  III;  Sections  7.  12,  15.  22,  23,  27(a)  &  4«  of  Article  IV;  Sections  14.  18&  24  of  Article  V,  Section  18(d)  of  Article  VI.  Section  I  and  4 
of  Article  VII.  Sections  2  of  Article  VIII;  .Sections  3(a).  7,  and  9(b)  of  Article  IX.  .Sections  1.2.  3, 4(a),  6,  l()(b),  17,  18,  18(c),  19, 20  &  24  of  Article  X;  and 
Section  2(b)  of  Article  XII. 


He  II  resnlvcil  hy  the  people  of  llie  stale  of  Missouri  that  llw  Constttiilion  he  amended: 
One  new  section  is  adopted  to  be  known  as  Article  1.  Section  35(a)  and  to  read  as  follows; 


L  Citi/ens  over  the  age  of  twenty-one  years  shall  have  the  right  to  eimauc  in  the  production,  sale,  distribution,  and  consumption  of  mariiuana  and  the 

manufacture  of  uoods  IVom  hemp,  suhiect  to  reasonable  rc^iulalions  adopted  bv  the  slate  governntent  pursuant  to  this  section. 
2^  file  purposes  ol  this  section  are: 

 LU  To  promote  the  vital  slate  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to  combat  illegal  iiiideraee  use  of 

marijuana,  and  achieve  other  important  slate  policy  goals  such  as  maintaining  an  orderly  marlelnlace  composed  of  state-licensed  mariiuana  prtnlucers. 
distributors,  and  retailers; 

 12J  lo  eliiiiinale  the  nroblenis  caused  by  the  prohibition  and  uncontrolled  criminal  nianiifacturc.  production,  delivery,  and  possession  of 

mariiuana  within  this  state; 

 Qj  To  prevent  Ihe  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  by  those  under  twenty-one  years  of  age,  as  the 

consuniptiim  of  mariiuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of  dcvclnpmcni ; 

 14J  I'o  legalize  under  state  law  the  use  of  mariiuana  bv  individuals  who  arc  suHering  from  a  medical  condition  when  their  doctors  advise 

thai  such  use  may  provide  a  medical  benefit  to  ihcm; 

 [5J  lo  raise  tax  revenue  from  the  production  and  sale  of  marijuana,  and  to  alliKate  such  revenue  for  slate  and  l(Kal  law  enforcement  and 

lirefiehler  pensions  and  retirement  plans,  for  elementary  .  secondar\  .  and  higher  education,  for  the  cities  and  counties  of  this  state,  lor  menial  health  and 
substance  abuse  programs,  and  for  the  division  for  Ihe  purposes  of  enlbrcinp  regulations  uptin  the  sale  and  distribulion  of  mari|uaiia  authorized  hy  this  section; 

 l6j  fo  legalize  under  stale  law  the  manufacture.  pr(xluction.  and  delivery  of  industrial  hemp,  and  to  regulate  industrial  hemp  under  state  law 

in  a  manner  separate  and  apart  from  the  regulation  of  marijuana; 

 (2)  fo  legalize  under  stale  law  the  manufacture,  production,  possession,  and  use  of  mariiuana  bv  persons  twenlv->we  years  of  age  and  older. 

and 

 tSj  "lo  legalize  under  slate  law  the  delivery  of  marijuana  bv  persons  twenty-one  years  of  age  and  older  lo  persons  twenty -one  years  of  age 

and  older 

i  I  he  people  of  the  stale  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance  with  subsection  7  of  this 

section,  logetber  with  the  other  provisions  of  existing  slate  law,  will: 

 UJ  Prevent  the  distribution  of  mariiuana  lo  persons  under  twenty-one  years  of  age; 

 t2j  Prevent  revenue  from  the  sale  of  mariiuana  from  going  lo  criminal  enterprises,  gangs,  and  cartels; 

 13J  Prevent  ihe  diversion  ol  iiiariiuana  from  ibis  state  to  other  stales; 

 ti)  Prevent  mariiuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the  Iralficking  of  other  illegal  drugs  or 

other  illegal  activity; 

 tSj  Prevent  violence  and  the  use  of  llreamis  in  ihe  cultivatiiHi  and  distribution  of  mariiuana; 

 (6J  Prevent  dnigged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  wilh  the  use  of  mariiuana; 

 (21  Prevent  the  growing  of  mariiuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers  posed  by  mariiuana 

production  on  public  lands; 

 (8J  Prevent  the  possession  and  use  of  mariiuana  on  federal  property;  and 

  (9)  Prevent  the  marketing  and  advertisement  ol  niariiuana.  niari|uana  products,  mariiuana  extracts,  mariiuana  parapliemalut  or  mariiuana 

usage  lo  those  under  twenty-one  years  of  age. 

i  I  liiless  Ihe  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following  meanings: 

 (U  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  mariiuana  products,  mariiuana  extracts,  or 

mariiuana  paraphernalia  other  than  for  the  purpose  of  resale 

 i2j  "IX-liver"  or  "delivery"  means  the  iransler  Irom  one  person  lo  another  of  mariiuana.  mariiuana  products,  niariiuana  extracts,  or  niariiuana 

paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale 

 Qj  "Deparinienl"  means  the  department  ol  health  and  senior  services,  or  any  successor  department, 

 14)  "Uivision"  means  the  division  ol  alcohol  and  tobacco  control  within  the  department  of  public  safely,  or  any  successor  division  or 

department 

 (.11  "l-ntily"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation,  profit  or  nonprofit 

unin(:t)rpt)raled  associalioii.  business  trust.  Iiiniled  liability  company,  general  or  limited  partnership,  limited  liahilit\  partnership,  joint  venture,  or  any  other 
legal  entiiv.  and  includes  a  goveiiiiiieni  subdivision  or  agency 
 liil  "l-:xpunj?eable  niariiuana  ollcnse"  means: 

 (ill  I  he  maniiracUirc.  production,  possession,  or  use  of  niariiuana.  mariiuana  products,  marijuana  extracts,  or  mariiuana 

paraphernalia;  or 

 (hj  The  delivery  ,  possession  wilh  intent  to  deliver,  or  trafficking  of  marijuana,  mariiuana  products,  marijuana  extracts,  or 

mariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  Iwenlv-one  years  of  age  or  older  at  the  lime  of  the  offense 

 (21  "fair  market  sale"  means,  with  respecl  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the  product  is  not  less  than  the  price 

that  a  willing  seller  would  accept  and  a  yvilliiig  buyer  would  pay  in  the  open  market  and  in  competition  with  other  similar  products 

 llLl  "Household  exemption  limits"  means,  at  any  given  time 

 taj  Four  niariiuana  plants  and  eight  ounces  of  usable  marijuana. 

 (111  Sixteen  ounces  of  mariiuana  products  in  solid  form;  and 

 tSil  Seventy-two  ounces  of  marijuana  products  in  liquid  form 

 (9)  "Industrial  hemp"  means  Cannabis  Saliva  I.  containing  no  greater  than  one  percent  tetrahydrwannabinol. 

 (10)  "License"  means  any  license,  pennit.  registration,  consent,  or  authorization  issued,  granted,  given,  or  otherwise  made  available  bv  or 

under  the  authority  of  any  stale  or  local  governmental  body,  agency,  or  official. 

 (III  "Licensee"  means  any  person  who  holds: 

 LaJ  A  niariiuana  license;  or 


 (bj  A  license  issued  by  any  stale  agency  for  the  purchay  '^'il?,  IMHMBlUring.  prodiicti(m.  processing,  transportation,  or  delivery 

of  industrial  hemp. 

 ( 12)  "Manul'aclure"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  mariiuana  paraphernalia  or  of  mariiuana, 

mari  juana  products,  or  marijuiuia  extracts,  cither  directly  or  bv  extraction  from  substances  of  natural  origin,  or  independently  by  means  of  chemical  synthesis, 
or  bv  a  combination  of  extraction  and  chemical  synthesis,  and  includes  any  packaging  or  repackaging  i  if  the  substance  or  labeling  or  relabeling  ol  its  container. 

 113)  "Marijuana"  means  all  parts  of  the  nlanl  genus  Cannabis  in  any  species  or  lonii  ihereof  whether  groyving  or  not,  other  than  mariiuana 

extracts 

 ( 14)  "Mariiuana  extract"  means  a  product  obtained  bv  separating  resins  from  mariiuana  bv  solvent  extraction,  using  solvents  other  than  water. 

vegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hcxane.  isopropvl  alcohol,  ethanol.  and  carbon  dioxide 

 (UJ  "Marijuana  license"  means  a  license  issued  by  the  division  Ibr  the  purchase,  sale,  manufacturing,  production,  processing,  transportation. 

or  delivery  ol  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia 

 ( 16)  "Mariiuana  paraphenialia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are  used,  intended  for  use,  or 

designed  hir  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  nianiitacluring.  compounding,  converting,  producing,  processing,  preparing, 
storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise  introducing  into  the  human  body  niariiuana.  niariiuana  products,  or  mariiuana  extracts 

 (17)         "Marijuana  products"  means  products  that  contain  mariiuana  or  mariiuana  extracts  and  arc  intended  for  human  consumption.  Mariiuana 

products  docs  not  mean  mariiuana  bv  itself  or  a  marijuana  extract  bv  itself 

 UjiJ  "Marijuana  retailer"  means  a  person  yvho  sells  mariiuana.  marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia  to  a 

consumer  in  this  state, 

 ( 19)  "Person"  includes  any  individual  or  entity, 

 (2?il  "Person  twenty-one  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  tyventv-one  years  of  age  holds  a  direct  or 

indirect  interest, 

 (ILi  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of  marijuana,  mariiuana  products. 

marijuana  extracts,  or  mariiuana  paraphenialia, 

 (22)  "Public  place"  means  a  place  lo  which  the  general  public  has  access  and  includes,  hut  is  not  limited  to.  hallways,  lobbies  and  other  parts 

of  apiuimciit  houses  and  hotels  nol  constituting  rooms  or  apartments  designed  for  actual  residence,  and  highways,  streets,  schtxils.  places  of  amuseiiienl.  parks, 
playgrounils  and  premises  used  in  connection  with  public  passenger  Iransportalion 

 (23)  "State  law"  means  any  stale  or  lixal  layv.  regulation,  nile.  charter,  ordinance,  or  oihcr  governiiieiilal  action. 

 (24)  "  fax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property,  sales,  use,  transfer,  value  added. 

concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  lew,  taritf.  charge,  or  duly  of  any  kind  yvhalsiKver  imposed,  assessed,  or  collected  bv  or  under  ilie 
authorilv  of  any  governmental  body 

 (251  "I  Isable  mariiuana"  means  dried  niariiuana  Mowers  and  dried  mariiuana  leaves,  and  any  mixture  or  preparation  thereof  , 

5  Lxcepl  as  otherwise  provided  in  this  section,  no  slate  layv  shall: 


 LJJ  I'foliihil  iIk-  possession  or  use  ol  miiriiuiiiia.  inariiuiina  prtHlucls.  inari)iiaii;i  exlracls.  or  mariiiiana  puraplKnialiu  by  pcrspiiii  iwciilv-oiic 

years  ol  aye  and  older: 

 Lil  Prohihil  ihc  Iransportalion  or  deliver\  of  marijuana,  niarijuaiia  prodiicls.  marijuana  exlracls.  or  nianiuana  paraphernalia  hv  persons 

meiilv-one  years  ol'aiic  and  older  lo  pers»)ns  Iwcniy-one  wars  ol  a);e  and  oUk-r. 

 Li)  Prohibil  Ihe  purchase,  sale,  manulacluriiit:.  produclipn.  and  processing  or  marijuana,  marijuana  products,  niafjiuana  extracts,  or 

nianiuana  paraphernalia  h\  persons  Iwentv-one  years  of  age  and  older: 

 iil  Prohihil  llie  purchase,  sale,  manufacturinj;.  priKluclion.  processing,  iransportalion.  or  delivery  of  indiislrial  hemp:  or 

 liJ  Provide  lor  Ihe  seizure  <>r  forfeilure  of  anv  pronerlv  u>ed  in  conncclion  wiili  an\  purchase,  sale,  maiuilacuirinti.  prodiiclion.  proccssin-i. 

iransponalioii.  delivery,  possession,  or  use  of  marijuana,  marijuana  products,  niariiuaiia  paraphernalia,  or  iiidusuial  hemn  il  such  iiianulaclurc.  nroduclum. 

delivery  ,  possession,  or  use  is  lawlul  inider  >tale  law. 

fy  Notmlhslandinu  suhseclion  5  of  ihis  section,  a  slate  law  may: 

 LU  Prohihil  Ihe  importation  and  exportation  of  marijuana.  niari)iiana  products,  and  iiiariiuana  extracts  into  and  from  this  state: 

 l2i  Prohihil  tlie  purchase,  sale,  manufacturinj;.  production,  pn^css iim.  or  delivery  ol  mariiuana.  marijuana  products,  and  marijuana  exlracls 

in  or  on.  or  within  one  ihousand  feel  ol.  real  properly  coniprisin);  a  public  or  nnvalc  ck-nienlarv  or  secondary  school,  public  vocaiional  sehwi.  or  a  public  or 
private  comniunilv  college,  colleac.  or  university  atleiided  primarily  by  individuals  under  Iwentv-one  years  of  age. 

 13J  I'rohibil  llie  oocralion  ol'a  vehicle,  watcrcral'l.  aircraft,  railroad  train,  or  any  similar  device  yshiie  usinp  or  under  the  inlluencc  of 

niariiiianu: 

 til  Prohihil  the  use  i)f  mariiuana.  mariiuana  products,  and  mariiuana  extracts  in  a  public  place.  pri)yided  however  thai  the  penalty  for 

violalioii  i)f  such  law  may  not  exceed  lhal  lor  an  infraclion. 

 Lll  Prohibit  Ihc  purchase,  sale,  manulactiirinii.  production,  processing,  iransponation,  delivery,  or  possession  of  mariiuana.  marijuana 

nroducis,  and  mariiuana  exlracls  by  any  person  that  does  not  comply  with  anv  rules,  re^-ulalions  and  layvs  promulgated  and  eiiacled  in  accordance  vvilli 
suhseclion  7  of  this  section: 

 ((U  C  lassify  Ihe  penalties  for  violalions  of  such  laws: 

 L21  Impose  an  excise  tax  on  Ihe  llrsi  fair  market  sale  of  all  iiiarijuaiia  produced  in  lliis  stale  at  a  rate  not  less  than  tifleen  percent  and  nol 

more  than  thirty  percent  of  the  piirchiLse  price  fbe  additional  excise  lax  revenue  authorized  by  this  section  shall  not  be  part  of  Ihe  "lolal  slate  revenue"  ivilhin 
the  meaiiint!  of  ^ecllOlls  1 7  and  IX  of  article  X  of  this  consiilulion.  nor  subiccl  to  additional  voter  approval  under  section  I  Kiel  of  article  .X  of  this 
consiitution  In  addition,  the  expenditure  of  ihis  addilional  revenue  shall  not  be  an  "expense  of  stale  govcnimenl"  under  seclion  20  of  article  .X  of  this 
consiilulion 

T  Subiccl  lo  die  provisions  41I  subsection  S  ol  this  section,  on  or  before  June  I.  2015.  the  division  shall  promulgate  rules  and  regulations  that  eonlrol 

and  remilate  Ihe  purchase,  sale.  maiiulacUiriiig.  production,  processing.  Iransportalion.  delivery,  possession,  and  use  of  mariuiana.  mariiuana  products, 
mariiuiina  extracts,  and  marijuana  paraphernalia,  including  but  nol  limited  lo  rules,  regulalions.  and  layvs  lhal: 


 LD  Require  a  person  lo  obtain  a  mariiuana  license  lo  purchase,  sell,  manufacture,  produce,  prixess.  transport,  or  deliver  mariiuana. 

marijuana  prtxlticls.  marijiiana  exlracls.  or  mariiuana  paraphernalia. 

 12}  Provide  lor  Ihe  colleclion  of  the  excise  lax  provided  in  paragraph  7  of  suhseclion  ft  of  Ihis  seclion: 

 (3(  Provide  for  Ihe  eiilorceineni  of  such  layvs  and  for  the  examination  ;md  inspection  of  the  ho<iks.  records,  and  premises  of  licensees: 

 (4j  Regulate  the  advenismg  of  marijuana,  mariiuana  products.  niari|uana  exlracls.  and  marijuana  naraplienialia. 

 |5j   Provide  for  ihc  rcccipl  and  iranslcr  ol  all  Itlilds  received  by  ihe  slale  from  the  excise  laxcs  and  license  and  other  fees  collected  iinder 


such  layvs.  as  lollows: 

 la)  f  irst,  lo  the  divisiiHi.  an  amount  that  Ihe  general  assembly  deems  necessary  for  the  division  lo  carry  out  the  division's 

obliiialions  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  yvorking  cash  balance  for  Ihe  purpose  of  cariAing  mil  such 
obligations: 

 (bj  Next,  the  remainder  of  such  funds,  lo  such  specific  transferees  as  the  general  assembly  may  determine,  for  the  lolloyvint; 

purposes:  (i)  liir  state  and  Uveal  layv  enforcement  and  firefighter  pensions  and  reliremcni  plans.  Iwenly-liye  percenl.  (lil  lor  public  iiislitulions  of 
elemenlarv  and  secondary  education.  Iwcntv-live  percent:  (iii)  lor  iiieiilal  heallh  and  substance  abuse  programs,  twenty  percent:  (iv)  lor  cities  and 
counties,  fifteen  percent:  and  (v)  for  public  instilulions  of  higher  education  or  for  scholarships  10  aUend  such  iiistiliitions  I'l  llecn  percenl:  and 

 (cj  All  moneys  appropriated  by  the  general  assembly  from  ihe  excise  taxes  authorized  in  paragraph  7  ol  subsection  bol  this 

section  shall  provide  additional  funds  for  the  purpt)ses  enumerated  above  and  not  replace  cxi stine  I'undiiit: 

 [ftj  I  iinil  the  aniounl  of  marijuana,  mariiuana  products,  or  mariiuana  extracts  that  a  person  olher  than  a  licensee  may  possess  at  anv  given 

lime,  provided  however  that  ihe  penally  for  violation  of  such  law  may  nol  exceed  thai  for  an  infraclion  for  ihe  first  violalion  and  a  misdemeanor  for  anv  second 

or  subsequeni  violalion. 

8;  No  slale  layy  or  coiiibiiialion  of  slale  laws  shall: 

 (Xl  fixcepi  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  Ihis  section,  imptise  anv  tax  on  marijuana,  marijuana  products,  mariiuana 

exlracls.  or  irunsactions  involvin-;  man)uana.  mariiuana  products,  or  niaripiana  exlracls  ihai  is  nol  imposed  on  other  products  generally: 

 0}  l  .iniil  the  ann)uiits  of  mariiuana.  marijuana  pnxiucls.  or  mariiuana  extracts  lhal  a  person  other  than  a  licensee  niav  pos.sess  at  anv  i^iven 


time  lo  amounts  less  liian. 

 Iflj  l-our  marijuana  plants  and  eitiht  ounces  of  usable  mariiuana: 

 (bj  .Sixteen  ounces  of  marijuana  products  in  solid  form: 

 {S}  Scvenlv-lwo  ounces  of  mariiuana  products  in  liquid  fonn:  and 

 (4!)  ( )ne  ounce  of  marijuana  extracts. 


 (3)  Limit  the  a^-tirejiale  number  ol  licensees  thai  may  hold  mariiuana  licenses  or  Ihe  appregale  number  of  mariiuana  licenses  lhal  may  he 

pranlcd.  provided  however  ihal  the  number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  10  no  fewer  than  one  mariiuana  retailer  per  2..S00 
inhahilaills  in  such  county,  according  to  the  most  receni  census  of  the  United  Slates: 

 Lt)  Limit  the  number  of  mariiuana  licenses  lhal  may  be  pranled  lo  or  held  by  the  same  |Krson. 

 Lil  Prohibit  the  same  person  from  being  pranled  or  holding  one  or  more  dilfcreni  types  ol  niari|uana  licenses: 

 (fjj  Prohibil  a  person  from  being  granted  or  lioldinp  a  mariiuana  license  because  the  person  or  any  individual  who  oyviis  a  direct  or  indirect 

mleresl  111  the  person  is  nol  organized  in  or  a  resideiil  of  ihis  slale: 

(7|  Prohibil  a  person  from  hemp  pranled  or  holding  a  marijuana  license  because  Ihc  person  or  any  individual  who  owns  a  direct  or  indirect 

mleresl  in  the  person  has  been  convicted  of  violating  (i)  any  non-discretionary  expunpeable  marijuana  olfense  in  paragraph  ( I )  or  |2)  of  suhseclion  ( 14 1  of  this 
section:  or  ( li )  any  mariiiiana-relaled  offense  that  has  been  expunged: 

  iX)  Require  an  individual  lyveniy-one  years  of  age  or  older  lo  obtain  any  license  to  possess  or  use  marijuana,  marijuana  products,  mariiuana 

exlracls.  or  marnuana  paraphernalia. 

 (Oj  Require  a  coiisuiiier  lweiily-<^ne  years  of  ape  or  older  to  obtain  anv  license  10  purchase  marijuana,  mariiuana  prtyducls.  mariiuana 

extracts,  or  mariiuana  paraphernalia  trom  a  licensed  mariiuana  retailer: 

 Lliil  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  lo  deliver  mariiuana.  nianiuana  products,  mariiuana 

exlracls.  or  mariiuana  paraphernalia  for  no  consideration  lo  an  individual  Iwenly-oiie  years  of  age  or  older  if 

 (aj  I  he  mariiuana.  marijuana  prodiicis.  mariiuana  extracts,  or  mariiuana  paraphernalia  yvere  purchased  from  a  licensed  marijuana 

retailer:  or 

 LhJ  Hie  mariiuana  or  marijuana  products  were  manulaclured  or  processed  hv  a  person  without  a  license  in  accordance  with 

paragraph  (12)  of  this  subsection: 

 (III        Require  any  mariiuana  retailer  lo  record  the  name  or  anv  other  personally  identifiable  infonnation  of  any  consumer  tyvcnly-<wc  years  of 

ape  01  older: 

 (12)         Require  a  person  Iweniy-one  years  of  ape  or  older  to  obtain  any  license  or  pav  any  lax  lo  manufacture  or  priKess  marijuana  or  marijuana 

products  at  a  household  for  noncommercial  personal  use  if  the  appregale  amounts  of  such  nianiuana  and  marijuana  products  at  the  household  do  noi  exceed  ihg 
household  exemption  limils:  or 

 (Li  I         Provide  lhal  the  penalty  for  manufacturing  more  than  the  number  of  mariiuana  planls  lhal  may  be  manufactured  without  a  license  under 

paragraph  1 12)  ol  this  subsection  may  not  exceed  that  for: 

 Lai  .All  infraction,  if  the  violation  is  a  first  violalion  and  Ihe  number  of  niarijiiaiia  planls  is  nol  more  than  double  the  number  ol 

nianiuana  plapl-s  that  niav  be  manufactured  without  a  license: 
 LbJ  A  misdemeanor,  if  the  violation  is  a  first  violalion  and  the  luimher  of  mariiuana  plants  is  more  than  double  but  not  more  than 

quadruple  the  number  of  mariiuana  plants  that  may  be  maiuifaciiired  wiihoul  a  license:  or 
 tcj  A  misdemeanor,  if  (il  the  violation  is  a  second  violation:  (li)  with  respect  to  Ihe  first  violalii'n.  the  number  of  inarilMana 

plants  was  not  more  lhan  double  the  number  of  mariiuana  planls  thai  may  he  niaiiulaclured  wiihoul  a  license:  and  (iii)  wilh  respect  lo  the  second 

violalion.  the  number  of  mariiuana  planls  is  nol  more  than  double  the  niimlier  ol  inari)uana  plants  lhal  may  be  manulaclured  yvilhoiit  a  license;  or 

 LLil  Make  Ihe  oyviiersliip  or  operation  of  a  licensed  business  that  manufactures.  pn>duces.  or  delivers  mariiuana.  mariiuana  products. 

mariiuana  exlracls.  or  mariiuana  paraphernalia  111  this  stale  so  burdensome  lhal  it  would  be  impraclicahlc  lor  a  priidciil  business  person  10  organize  or  conduct 
the  business 

I)  ( )n  or  before  June  I.  2015.  the  department  shall  promulgate  niles  and  repiilalions.  and  the  general  assembly  may  enact  layvs.  thai: 

 (jj  Permit  individuals  yvith  a  medical  condilion  who  may  benefit  from  ilie  medical  use  of  marijuana,  marijuana  prixlucls.  and  marijuana 

exlracls  to  be  able  lo  discuss  freely  with  their  doctors  the  possible  risks  and  benefils  of  medical  manjuana  use  and  to  have  the  benel  il  of  their  doctor  s 
professional  advice: 

 (21  Permit  individuals  sulTerinp  from  a  medical  condilion  10  be  allowed  to  use  maiiiliana.  marijuana  products,  and  marijuana  extracts 

without  being  subject  lo  civil  or  criminal  penalties  when  iheir  doctors  advise  lhal  such  use  may  provide  a  medical  benel'il  lo  them  and  when  other  reasonable 
resirictions  are  met  regarding  that  use:  and 


lil  Provide  lhal  no  individual  under  ciplilccii  years  ol  ugc  shall  be  alltiwed  U'  use  iiiariiuana.  marijuana  prinlncls.  or  marimaiuiexlracls  lor 

medical  purposes  unless  llie  iiidividiiars  cust(xlial  parent  or  le-jal  guardian  willi  responsibility  for  the  individual's  lieallh  care  decisions  conseius  lo  such  use. 
10  No  licensed  doctor  mav  he  subjected  lo  anv  criminal  or  civil  penally,  or  lo  anv  discipline  hv  any  state  liecnsini;  divisipii.  hoard,  or  coniniissinn.  lor: 

( 1 1  Advisiiiji  a  person  Nvhoin  the  doctor  lias  diaiinoscd  as  liaviim  a  medical  eonditi<iii.  or  a  person  who  llie  doctor  knows  has  hccn  so 

diagnosed  hv  another  licensed  doctor,  about  ihe  risks  and  heiielils  of  medical  use  ol'  mariiiiana  or  thai  the  medical  use  ol'  niariiiiana  may  milipalc  the  svniploins 
or  elTecls  ol'tlie  person's  medical  condition,  provided  the  advice  is  based  on  llie  doctor's  personal  a.ssessiiieiit  of  the  person's  medical  history  and  ctirrenl 
medical  condition;  or 

{2}  I'rovidin^-'  ans  written  documenialion  that  evidences  or  conllmis  such  advice  and  assessment. 

1 1.  I  he  division  is  directed  and  aulliori/ed  lo  enforce,  admiiiisler.  and  make  rules  and  reaiilations  that  are  not  inconsislcnt  with  Ihis  seclion. 

12.  rile  departnieiil  is  direeled  and  authorized  to  enforce,  administer,  and  make  rules  and  reeulations  that  are  not  inconsistent  with  this  seclion 

13   The  general  assenihl\  may  enact  laws  that  control,  rcuulate.  and  tax  the  maiiufacuire,  produclioii.  and  delivery  of  iiidiislnal  hemp.  Any  additional 

lax  levenue  authorized  by  this  section  on  the  manufacture,  produclion  and  delivery  of  industrial  hemp  shall  not  be  pan  ol  the  "lolal  stale  revenue"  within  Ihe 
meaning  of  sections  17  and  18  of  article  X  of  ihis  constitution  nor  suhiect  to  additional  voter  approval  under  seclion  18(e)  of  article  X  of  this  constitution.  In 
addition,  the  expenditure  of  any  additional  revenue  shall  not  be  an  "expense  of  slate  goyemnient"  under  section  20  of  article  \  of  this  conslilulion 
14.  (.'onviclions  of  mariiuanu  offenses  shall  be  expiingeable  as  follows 

 111  An  individual  w  ho  has  plead  guilty  lo  or  has  been  convicted  of  violating  any  expiingeable  mariiuana  offense,  and  who  was  iwenly-one 

years  of  age  or  older  al  the  lime  of  the  olTense.  may  apply  lo  the  court  in  which  he  or  she  was  sentenced  lor  an  order  lo  expunge  all  official  records  of  Ins  or  her 
arrest,  plea,  trial,  and  conviction.  If  the  court  delernimcs,  upon  review,  thai  such  individual  has  plead  tiuillv  lo  or  has  been  convicted  of  an  expungeable 
mariiuana  offense,  the  court  shall  enter  an  order  of  expungement.  An  individual  shall  be  enlilled  to  one  or  more  expungements  pursuani  to  Ihis  paragraph  ( 1 1 

 (2)  After  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  guillv  lo  or  has  been  convicted  of  violating  anv  expungeable 

marijuana  olTense  for  Ihe  lirsl  lime,  and  who  was  under  Iwenly-one  years  of  age  al  the  lime  of  the  offense,  and  who  since  such  conviction  has  not  been 
conviclcd  of  iinv  other  mariiiiana-relaled  offense,  may  apniv  lo  the  court  in  which  he  or  she  was  sentenced  for  an  order  lo  expiiinie  all  olTicial  records  of  his  or 
her  arrest,  plea,  irial  and  conviction  If  the  court  dclcrmines.  upon  review,  thai  such  individual  has  not  been  convicted  of  any  other  mariiuana-related  offense  al 
the  lime  of  llie  applicalion  for  expungement,  ihe  court  shall  enter  an  order  of  expunaemenl 

 Qj  An  individual  who  has  plead  puillv  to  or  has  been  convicted  of  violating  any  expungeable  marijuana  olTense  that  is  not  expungeable 

under  para^raphs  ( I )  or  (2)  of  this  suhsection  may  apply  lo  the  court  in  which  he  or  she  was  sentenced  lor  an  order  to  expunge  all  oOlcial  records  of  his  or  her 
arrest,  plea,  irial.  and  conviction  If  the  coun  determines,  upon  review,  that  an  expungement  is  in  the  interests  of  justice,  the  cixin  may  enter  an  order  of 
expunneiiieiil.  An  individual  may  he  enlilled  lo  one  or  more  expungements  pursuani  lo  ihis  paragraph  (3). 

 (4J  Ihe  effect  o(m  order  of  expungement  shall  be  lo  restore  the  applicable  individual  to  the  status  he  or  she  occupied  prior  lo  such  arrest. 

pica  or  conviction,  as  if  such  event  had  never  happened.  A  person  imprisoned  solely  as  a  result  of  one  or  more  expungeable  marijuana  offenses  lhal  are 
expunged  shall  be  released  from  prison  ininiedialely  upon  the  issuance  of  the  applicable  order  or  orders  of  expuiigenieni  No  individual  as  to  whom  such  order 
has  been  entered  shall  be  held  lliereafter  under  any  provision  of  anv  law  lo  be  guilty  of  perjury  or  olherwise  giving  a  false  statement  hv  reason  of  his  or  her 
failure  lo  recite  or  acknowledge  such  arrest,  plea,  Irial,  ct>nviclion  or  expungement  in  response  lo  any  inquiry  made  of  him  or  Ikt  for  any  purpose  whals(^ver 

1 5  No  conlracl  shall  be  unenforceable  on  the  basis  that  mamilacluriiig,  producing,  delivering,  possessing,  or  using  iiiari|uana.  mariiuana  protlucls. 

marijuana  extracts,  mariiuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law 
16.  Nothing  in  Ihis  seclion  shall  be  construed 


 QJ  I  d  amend  or  affect  in  any  way  any  slate  or  federal  law  pertaining  lo  eniplovmcnl  mailers; 

 l2i  To  amend  or  affect  m  any  way  anv  stale  or  federal  law  pe^ainin^  to  landlord-lcinini  maulers. 

 i2i  l  o  amend  or  affect  in  any  way  any  stale  or  federal  law  lhal  permits  an  owner  Ir  .  i  .  r  Ii  ssl  o  oI  u  iI  nronertv  or  anv  olher  person  who 

has  a  legal  eslale  in  real  properly  from  prohibiting  Ihe  iiianulacture,  production,  delivery,  possession  ^  i  ii.c.l  iikii  iili.ih,!  .  n  .u.  Ii  real  property; 

 (4J  1 0  amend  or  affect  in  anv  way  anv  slate  law  pertaining  to  the  operation  of  a  vehicle,  walercralt.  aircraft,  railroad  train,  or  anv  similar 

device  while  using  or  under  Ihe  inlluence  of  mariiuana; 
 l5j  l  o  reuiiire  a  person  to  violate  a  federal  law;  or 

 t6J  I  o  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

17.  If  any  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  iinconsiitiiiional.  void,  or  illegal,  either  on  their  face  or  as  applied.  Ihe 


applicahilitv.  conslitulionalilv.  ;iiid  lepalily  of  anv  and  all  other  subsections.  para<;raphs.  phrases,  and  words  of  ihis  section  shall  not  be  alfected   fo  thai  end, 
the  subsections,  paragraphs,  phrases,  and  words  of  Ihis  section  are  micnded  u>  he  severable  ll  is  hereby  declared  lo  be  the  intent  ol  this  section  that  each  and 
every  suhsection.  paragraph,  phrase,  and  word  of  this  section  woiiM  have  hccn  .idopied  regardless  ol  whether  one  or  more  of  the  subsections,  paragraphs, 
phrases,  or  words  ol  Ihis  section  is  held  unconstitutional,  void,  or  ille'^al. 

18  Ihe  provisions  i)f  subseclioiis  2.  3.  4.  6.  7.0.  10.  II.  12.  13.  14.  15.  16.  17.  and  18  of  this  section  and  paragraphs  1 1 1.  (2).  and  (S)of  silbscclion  .S  of 

this  section  shall  become  elfeciivc  on  Jamiars'  I,  2015    Ihe  provisions  of  subsections  I  and  8  of  Ihis  section  and  paragraphs  |3)  and  (4)  of  siibseclicw  5  of  Ihis 
section  shall  become  efleclive  on  June  I.  2015  All  slate  laws  lhal  are  inconsistent  with  anv  provision  ol  para};raph  ( 1 1.  (2).  or  (5)  of  subsection  5  of  this 
section  shall  no  loii}ier  remain  in  full  force  and  effect  on  and  afler  .lanuarv  I.  2015  All  slate  laws  lhal  are  incoiisisieni  with  any  provision  of  subsections  1  or  8 
ol  Ihis  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  km^er  repiain  in  full  force  and  eflccl  on  and  alter  June  1. 2015.  All  of  the 
provisions  of  this  section  shall  be  self-enforcing. 


Jason  Kander 


James  C.  Kirkpa  trick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2013 


The  Honorable  Tom  Schweich 
State  Au(Jitor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


RECfcfVED 


DEC  0  ^  2013 

STATE  AUDITORS  OFFICE 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  1,  version  4  (2014-071) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summar>  as  required  by  section  116.332.  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  w.  Main  Street  •  Jefferson  City  65 1 0 1 
Administrative  rules  •  business  Services  •  elections  •  publications  •  securities  •  state  archives  •  state  library  •  wolfner  library 


Sincerely. 


County  

Page  No.  

It  is  :i  class  A  misdemeanor  punishable.  notwiliistandinj^1e.f)r<ivlsions'o\' section  560,021,  RSMo.  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  line  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
an>  initiative  petition  with  any  name  other  than  I0§  |t9'I!)^'C"**3  <»r^!i^'t!f5'S'?  '^^  ^'S"  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INITIATIVE  PETITION 

To  the  I  lonorable  Jason  Kander,  Secretary  of  State  fq^tHe  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Miisouri.  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November,  2014,  and  each  for 
himself  or  herself  says:  I  have  personall_\  signed  this  petition:  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  coirectly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  Al  FIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I.  .  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMi; 
(Sigtiiilurcl 

Date 
Signed 

RtiCiis  ii:i<f;D  voiiNG  Ai)n[{i;ss 

(Sircel.  No  !•()  Ho\cs|        (City,  town  or  Vlllagci 

/ip 
Code 

Cong 
Disi 

NAMI-: 
(I'rinlcd  or  1  ypcd) 

1. 

/  / 

2 

/  / 

3. 

/  / 

4. 

'  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  slated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  .sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 

Address  of  Notary:  

Notary  Public  (Seal)   

Mv  commission  expires  


N( )  I  Id   ^  Du  iirc  advised  thai  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  b>  implication  or  may  be  construed  by  some  persons  to 
chanjie,  repeal  or  nioclilV  b>  implication,  the  lollowinp  provisions  of  the  Constitution  of  Missouri—  Sections').  10.  14.  1.'!.  3  \  &  .12  of  Article  I;  Sections  M\ 
.W&l')(a)  of  Article  III;  Sections  7.  12.  15.  22,  li,  27(a)  &  4K  of  Article  IV.  Sections  U,  IX  &  24  of  Article  V;  Section  18(d)  of  Article  VI;  Section  I  and  4 
of  Article  VII;  Sections  2  of  Article  VIII;  Sections  Ma).  7.  and  ')(b)  of  Article  l.\;  .Sections  I.  2.  3,  4(a).  f>,  l(l(h),  17.  18,  18(e).  I').  20  &  24  of  Article  X;  and 
Section  2(b) ol  .\ilicle  XII. 


lie  II  nwulwJ  hv  llw  peo/i/e  iifllie  stale  of  Missouri  Ihtil  the  Cimsliliilion  he  wiiemleil: 
One  new  section  is  adopted  to  be  known  as  Article  I.  Section  3.S(a)  and  to  read  as  follows: 


L  C'iti/ens  over  the  age  of  iwentv-one  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  tbe 

manufacture  of  aoods  from  hemp,  subicci  to  reasonable  regulations  adopted  bv  the  state  government  pursuant  to  this  section. 
2.  I'lie  purposes  of  this  section  are; 

 LL)  To  promote  the  \  ital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  niariiuana  in  order  to  combat  illegal  underage  use  of 

mariiuaiia.  and  achieve  other  imnorlant  state  policy  goals  such  as  maintaining  an  orderh  marketplace  composed  of  state4iccnsed  niariiuana  producers, 
disliibulors.  and  retailers; 

 1  11  eliminate  the  problems  caused  bv  the  prohibition  and  uncontrolled  criminal  manufacture,  production,  delivery,  and  possession  of 

marijuana  within  this  state; 

 fo  prevent  the  prodiielion.  sale,  distribution,  and  recreational  consumption  of  niariiuana  by  those  under  twenty-one  years  of  age,  as  the 

cons unipti« 111  of  niariiuana  poses  particular  hazards  to  minors,  whose  brains  arc  still  in  a  state  ol  development; 

  (4 1  I  n  legalize  under  state  law  the  use  of  niariiuana  bv  individuals  who  are  sul'feriiig  trom  a  medical  condition  when  their  doctors  advise 

that  such  use  may  provide  a  me<lical  benefit  to  them; 

 To  raise  ta\  revenue  from  the  production  and  sale  of  niariiuana.  and  to  allocate  such  revenue  for  stale  and  local  law  enforcemeni  and 

I'lrefighter  pensions  and  rctiremenl  plans,  lor  elementary,  secondary,  and  higher  education,  for  the  cities  and  counties  of  this  state,  for  mental  health  and 
substance  abuse  programs,  and  lor  the  tlivision  for  the  purposes  of  enforcing  regulations  upon  the  sale  and  distribution  of  niariiuana  authorized  by  this  section; 

 ^61  To  legalize  under  state  law  the  maiiufacliire.  production,  and  delivery  of  industrial  hemp,  and  to  regulate  industrial  hemp  under  stale  law 

in  a  niaiiner  separate  and  apart  from  the  regulation  of  niariiuana; 

 (7j  1  o  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  niariiuana  hv  persons  twentv-one  years  of  age  and  older; 

and 

 (8}  I  o  legalize  under  stale  law  the  delivery  of  marijuana  b\  persons  twenty-one  years  of  age  and  older  to  persons  twenlytwe  years  ol  age 

and  older.  ■         -  u- 

y  Hie  people  of  the  stale  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance  wilh  subsection  7  ol  this 

seclion.  together  w  ith  the  other  provisions  of  existing  stale  law  ,  will; 

 [Jj  Prevent  die  distribution  of  niariiuana  to  persons  under  twciitv-one  years  of  age. 

(2)  Prevent  revenue  from  the  sale  of  niariiuana  from  going  to  criminal  enterprises,  gangs,  and  cartels; 

 (3j  Prevent  the  diversion  of  niariiuana  from  this  stale  to  oilier  slates; 

 Prevent  niariiuana  activity  thai  is  legal  under  slate  law  from  being  used  as  a  cover  or  nretext  for  the  trafllckiiig  of  other  illegal  drugs  or 

other  illegal  aclivilv; 

 Prevent  violence  and  the  use  of  fireamis  in  the  cultivation  and  distribution  of  niariiuana; 

 Prevent  drugged  driving  and  the  exacerhalion  of  other  adverse  public  health  consequences  associated  wilh  ihe  use  ol  niariiuana; 

 Prevent  the  grow  ing  of  niariiuana  on  public  lands  and  the  attendant  public  safeu  and  environinenlal  dangers  posed  by  marijuana 

production  on  public  lands; 

 j8j  Prevent  the  possession  and  use  of  mariiuaiia  on  federal  property;  and 

 Prevent  the  markcliiig  and  advertisemenl  ol  niariiuana.  marijuana  products,  niariiuana  extracts,  niariiuana  paraphernalia,  or  niariiuana 

usage  lo  ihose  under  t\^e^lt^  -one  y  ears  of  age. 

4  I  liiless  the  conlexl  clearly  indieales  titherwise.  a.s  used  in  this  seclion.  the  following  terms  have  the  following  meanings; 

 Qj  "C  onsumer"  means  an  individual  who  nurchascs.  acquires,  owns,  holds,  or  uses  niariiuana.  marijuana  products,  marijuana  e.xtraeis,  or 

niariiuana  paraphernal ia  other  than  lor  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  Ihc  transfer  from  one  person  to  another  of  niariiuana.  marijuana  products,  niariiuana  extracts,  or  mamuana 

paranlierualia.  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

 Qj  "I  jenartnient"  means  ihe  department  of  health  and  senior  services,  or  an\  successor  denartment. 

 j4j  "Division"  means  Ihe  division  of  alcohol  and  tobacco  control  within  Ihe  denarlmcnt  of  public  safely,  or  any  successor  division  or 

depanmenl 

 [5j  "l^nlily"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  ewiperalive  corporation,  nrolit  or  nonprolit 

unincorporated  association  business  trust,  limited  liability  company,  general  or  liniiled  partnership,  limited  liability  partnership,  joint  venture,  or  anv  othgr 
legal  enhtv.  and  includes  a  government  subdivision  or  agency 

 j^^j  "I  air  market  sale"  means,  with  respect  lo  the  sale  ol'a  product,  a  sale  in  which  the  purchase  price  of  the  product  is  not  less  than  Ihe  prie(; 

that  a  willing  seller  wiiiild  accept  and  a  willing  buyer  would  pay  in  Ihe  open  market  and  in  competition  wilh  other  similar  products. 

 [7J  "Household  exemption  limits"  means,  at  any  given  lime: 

 (aj  Six  niariiuana  plants  and  twelve  ounces  of  usable  niariiuana; 

 (Jij  Sixteen  ounces  of  niariiuana  products  in  solid  I'omi;  and 

 [ej  Seventy-two  ounces  ol  niariiuana  products  in  liquid  form. 

 ^Xj  "Industrial  hemp"  means  Cannabis  Saliva  I.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

 [Oj  "l.ieense"  means  anv  license,  permit,  registration,  consent,  or  auduirizalion  issued,  granted,  given,  or  otherwise  made  available  h\  or 

under  Ihe  aiilhority  of  any  stale  or  local  govcmmcntal  body,  agency,  or  ofllcial. 

 ( 101  "l  icensee  '  means  anv  person  who  holds: 

 laj  A  marijuana  license;  or 


 (bj  A  license  issued  by  any  slate  agency  for  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery 

of  industrial  hemp 

 (jjj  "Maiiufaclure"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  niariiuana  paraphernalia  or  of  niariiuana. 

niariiuana  products,  or  mamuana  extracts,  either  direclK  or  hv  extraction  from  substances  of  natural  origin,  or  independently  hv  means  of  chemical  svnlliesis. 
or  h\  a  combination  of  extraction  and  chemical  synthesis,  and  includes  anv  packaging  or  repackaging  of  Ihe  substance  or  labeling  or  relabeling  of  its  container. 

 112)         "Mariiuaiia"  means  all  narts  of  the  plant  gciiiis  Cannabis  in  am  species  or  form  lliereol.  whether  growing  or  not,  other  than  niariiuana 

extracts 

 (JJJ  "Mariiuaiia  extract"  iiicans  a  product  obtained  hv  separating  resins  from  marijuana  by  solveni  extraction,  using  solvents  other  than  water. 

vegetable  glycerin,  plain  oils,  ami  dairy  products,  such  as  hulane.  hexane.  isopropyl  alcohol,  elhanol.  and  carbon  dioxide. 

 LLil  "Mariiuaiia  license"  means  a  license  issued  by  Ihe  division  lor  Ihe  purchase,  sale,  manufacturing,  protluction.  processing,  transportation. 

or  delivery  of  niariiuana.  niariiuana  products,  niariiuana  extracts,  or  niariiuana  paraphernalia. 

 (_Lil  "Mariiuaiia  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are  used,  intended  for  use,  or 

designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacluring.  compounding,  converting,  producing,  processing,  preparing. 
storing,  containing,  concealing,  ingesting,  inhaling,  or  olhervvise  introducing  into  the  human  body  mariiuaiia.  niariiuana  products,  or  niariiuana  extracts 

 [H^  "Mariiuaiia  products"  means  products  that  conlain  niariiuana  or  niariiuana  extracts  and  are  intended  lor  human  consumplion.  Marijuana 

producis  does  not  mean  niariiuana  by  itself,  or  a  niariiuana  extract  bv  itself 

 LLll  "Marijuana  retailer"  means  a  person  who  sells  niariiuana.  niariiuana  products,  niariiuana  extracts,  or  marijuana  paraphernalia  to  a 

consumer  in  this  state. 

 (18)  "Person"  includes  any  individual  or  entity; 

 [JVj  "I'erson  Iweiils-oiie  years  of  age  and  older"  includes  any  eiililv  in  which  no  individual  under  twenty-one  years  of  age  holds  a  direct  or 

iiidiiecl  iiilerest. 

 (201  "Produce"  or  "production"  includes  the  maiiufaclure.  planting,  cultivation,  grow  ing.  or  harvesting  of  marijuana,  marijuana  products. 

niariiuana  extracts,  or  niariiuana  paraphernalia 

 Oil  "Public  place"  means  a  place  lo  which  the  general  public  has  access  and  includes,  but  is  not  limited  lo.  hallways,  lobbies  and  other  nans 

of  apartnient  houses  and  hotels  not  constiluting  rooms  or  apartments  designed  for  actual  residence,  and  highway  s,  streets.  scIuhiIs.  places  of  aiiiuseiiienl.  parks. 
playgrounds  and  nremises  used  in  coniieclion  yvith  public  passenger  Iransportalion. 

 (22)  "Slate  law"  means  anv  state  or  local  layv.  regulation,  rule,  charter,  ordinance,  or  other  governmental  aclion. 

 [23J  "  l  ax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  yy  iiidlall  profit,  personal  properly  ,  sales,  use,  transfer,  value  added. 

concession,  add  on  minimum,  or  other  lax,  lee,  assessment,  levy,  tariff  charge,  or  duly  of  any  kind  w  hatsoever  imposed,  assessed,  or  collected  by  or  under  the 
authority  of  anv  govenimenlal  body. 

 [24J  "t  Isahle  niariiuana"  means  dried  niariiuana  llowers  and  dried  mariiuana  leaves,  and  anv  mixture  or  nrenaralion  thereof 

5^  lixcepi  as  olhervyise  provided  in  this  seclion.  no  stale  law  shall; 

 ( 1 1  Prohibit  the  possession  or  use  of  niariiuana.  mariiuana  products,  mariiuaiia  extracts,  or  mariiuaiia  paraphernalia  hv  persons  twentv-one 

years  of  age  and  older; 

 (2J  I'rohibit  the  Iransportalion  or  delivery  of  marijuana,  niariiuana  producis.  mariiuana  extracts,  or  mariiuana  paraphernalia  hv  persons 

lyventv-one  y  ears  of  age  and  oUler  to  persons  tyvcnty  -one  y  ears  ol  age  and  older; 


liana  cMracis.  »r^~^ 


(.>!  IVohihil  ihc  pufcliasc.  sale,  maiiuracliiriii'^.  i  ihIucIkhi.  ami  prtKrcssiiii'  oriiiarijiiaiia.  mariitiana  producls.  niarijnana  cMracls.  or'^  ' 

iiiariiiiaiia  paraphcnialia  hv  pcrsnns  l\\cnl\-iiiic  \cnrs  iil'auc  aiiJ  u  i  Icr. 

 t4j  I'roliihil  ilic  purchase,  sale,  iiiamiratiiiriiii'.  i  i  'diiclioii.  prtKressiiii*.  Iraiisponalioii.  iir  delivery  of  iiuluslrlal  hemp:  or 

 Lil  Provide  liir  llie  seizure  or  Inrlellure  ol  aiis  p  j  perlv  used  in  eonneclioii  v\  illi  an\  purchase,  sale,  maiiulacliirinj!.  produclioii.  processiim. 

Ininsporlalipii.  Jeliverv.  possession,  or  use  orniariiiiana.  mari|uaiiii ,  Toducls.  iiiariiuana  paraphernalia,  or  iiiduslrial  hemp  if  such  iiiaiiulaclure.  puKlucHon. 

delivers,  possession,  or  use  is  lawlul  under  slale  law. 

(i  Nolw  llllslandin^  siihsecllon  5  ol  Ihis  seclion.  a  slate  la  .v  i nay: 

 Qj  I'rohihil  ilie  iiiiportalion  and  e\porlalion  ol  niariiuana.  marijuana  producls.  and  marijuana  exlracls  inio  and  from  this  stale: 

 (2J  I'rohihil  the  purchase,  sale,  manuraelunnt:  production,  ntocessiiiu,  or  delivery  ol  marijuana,  marijuana  products,  and  marifuana  extracts 

ill  or  on.  or  within  one  thousand  leet  of.  real  iiropertv  coniprisini;  i  puhlic  or  private  eleiiieiilar\  or  secoiidan  sch(H)l.  public  vocational  .sch(H)l.  or  a  public  or 
nrivalc  community  college,  college,  or  university  attended  priniai  K  hy  individuals  under  tweniv-one  \ears  ol  age: 

 (3j  I'rohihil  the  operation  of  a  vehicle,  watcrcr:  ill,  aircrall.  railroad  irain.  or  any  similar  device  while  tisint;  or  under  the  inlliience  of 

marijuana: 

 [4j  I'rohihil  the  use  of  inariiiiaiia.  maniiiana  nr  xliicts.  and  marijuana  extracts  in  a  puhlic  place,  provided  liowever  that  the  r>enaltv  for 

violation  of  such  layv  may  nol  exceed  that  for  an  infraction: 

 [^j  i'rohihil  the  purchase,  sale,  manul'acuiriiit!.  nroduelion.  processini;.  transponalioii.  delivery,  or  rnissession  of  mariiuana.  niariiuaiia 

products,  and  marijuana  exlracls  hv  any  person  that  does  not  com|  iK  with  any  rules,  remilations.  and  layys  nromulnated  and  enacted  in  accordance  with 
siihsectioii  7  of  Ihis  section: 

 till  Classify  the  penalties  for  violations  of  siicf.  laws: 

 (Tj  Impose  an  excise  lax  on  Ihc  first  fair  marki  i  sale  of  all  iiiariiiiana  priHliiced  in  Ihis  state  al  a  rale  nol  less  than  I'lHeen  percent  and  nol 

more  than  thirty  percent  of  ihe  purchase  price  I  he  additional  exi  ise  lax  revenue  authorized  hy  this  section  shall  nol  he  part  of  Ihe  "lolal  slate  revenue"  yvilhin 
Ihe  meanina  of  sections  17  and  IX  of  article  X  of  this  coiislilulioi  i.  nor  suhiect  to  additional  voler  approval  under  seclion  IXle)  of  article  X  of  this 
con.stitution  In  addition,  the  expenditure  of  this  additional  revoiii  le  shall  not  he  an  "expense  of  stale  ^overnincnf  under  section  21)  of  article  X  of  ihis 
coiislilution 

7  Suhjecl  to  the  provisions  of  subsection  8  of  Ihis  seciit  n.  on  or  belbre  June  I.  201 5.  the  division  shall  promulgate  rules  and  regulalions  lhat  conlri)! 

and  regulate  the  purchase,  sale,  iiianufacliiring.  production,  proct  ssiiig.  transportation,  delivery,  possession,  and  use  of  mariiuana.  mariiuana  producls. 
marijuana  extracts,  and  marijuana  paraphernalia,  including  but  m  '1  limited  lo  rules,  reptilations,  and  laws  that: 

 Llj  l<et|iiire  a  person  lo  obtain  a  marijuana  licc  nse  to  purchase,  sell,  maiiiifactuie,  produce,  process,  transport,  or  deliver  marijuana. 

mariiuana  products,  mariiuana  extracts,  or  marijuana  parapheriiali 

 t2j  Provide  lor  the  collcclioii  of  the  excise  lax  i  rovided  in  paragraph  7  of  subsection  (i  of  ihis  seclion. 

 yj  Provide  lor  ihe  enforcement  of  such  lavNS  an.  I  for  the  exaininalion  and  inspection  of  the  htxiks.  records,  and  premises  t)f  licensees: 

 j4j  Regulate  Ihc  advertisiii'^  of  marijuana,  niariji  lana  products,  marijuana  exlracls,  and  marijuana  paraphernalia: 

 [5j  Provide  for  the  receipt  and  transfer  of  all  fun  Js  received  hv  ihe  state  from  the  excise  taxes  and  license  and  other  fees  collected  under 

such  layys.  as  lolloyvs: 

 laj  I'irsi.  to  the  division,  an  amount  11  i;ii  Ihe  general  assembly  deems  necessary  for  Ihe  division  to  carry  oul  the  division  s 

nhligatioiis  under  such  laws,  including  a  reserve  fund  to  iiiainiaiii  a  reasonable  working  cash  balance  for  Ihe  purpose  of  carry  ing  out  such 
obligations, 

 [bj  Ne.xl.  the  remainder  of  such  fuiW  s.  to  sucli  specific  transferees  as  the  general  assembly  may  deleniiine,  for  the  folloyvint; 

purposes  (i)  for  slate  and  local  lavy  enforcement  and  I  rel'ightei  pensions  and  retireiiieni  plans.  Iweiily-nve  perceni:  (ii)  for  public  institutions  of 
elementary  and  secondary  education,  twenty -live  perct  nt:  (iii)  for  mental  health  and  subslance  abuse  programs,  twenty  perceni.  (iv)  for  cities  and 
counties,  lifteen  perceni:  and  (y )  for  public  insliliilion-  of  higher  education  or  for  scholarships  lo  attend  such  institutions.  liHeen  percent:  and 

 (cj  All  moneys  appropriated  hy  llu  ("eiieral  asseiiihlv  from  the  excise  laxes  aiithori/ed  in  paragraph  7  of  siibseclion  f)  of  ihis 

seclion  shall  provide  additional  funds  for  the  purpose- .  eniimeraled  above  and  not  replace  existing  funding 

 (ftj  l  .iniil  the  amount  of  mariiuana.  mariiuana  producls.  or  mariiuana  exlracls  that  a  person  other  than  a  licensee  may  possess  al  any  given 

lime,  proyideil  lioyveyer  that  the  penally  for  violalion  of  such  lav>  may  nol  exceed  thai  for  an  infraction  for  the  lirsi  violalion  and  a  misdemeanor  for  any  second 

or  siihsequent  viiilalion 
 No  stale  law  or  coiiihiiialion  of  slate  laws  shall: 

 jjj  l  -Acepl  for  the  tax  provided  in  pii ragraph  { 7)  of  subsection  6  of  Ihis  seclion.  impose  any  tax  on  mariiuana.  mariiuana  producls.  mariiuana 

extracts,  or  iransacliims  mvolviiig  mariiuana.  marijuana  prod  c  s.  or  mariiuana  exlracls  lhat  is  not  imposed  on  other  products  generally: 

 Limit  the  amounts  of  mariiuana.  iiiari.  iaua  prtxiucls,  or  marijuana  extracts  that  a  iktsoii  other  llian  a  licensee  may  possess  at  any  t;iven 

time  to  amounts  less  than: 

 [aj  ,Six  marijuana  plants  and  twelve  ounces  of  usable  mariiuana: 

 tbj  Sixteen  ounces  of  mariiuana  products  in  solid  form: 

 [ij  Seveiity-lw  o  ounces  of  marijuana  products  in  liquid  form:  and 


 id)  One  ounce  of  mariiuana  extracts. 

 Qj  I  imil  the  aggregate  number  of  licenscx-s  thai  may  hold  mariiuana  licenses  or  the  agprepale  number  of  marijuana  licenses  that  may  be 

granled.  provided  hoyvever  thai  ihe  number  ol  licensed  mariiuana  retailers  in  a  coiinlv  may  be  limited  to  no  fewer  than  one  iiiarijuana  retailer  per  2,S0II 
inhabitants  in  such  counlv,  according  lo  the  most  recent  census  of  the  I  Iniled  Stales: 

 (i)  Limit  the  number  of  mariiuana  licenses  lhat  may  be  uranled  to  or  held  hy  the  same  person: 

 (5)  I'rohibil  the  same  iKrsoii  Iroin  being  granted  or  holdini;  one  or  more  dilfcreiil  types  of  marijuana  licenses: 

 (6J  I'rohibil  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual  who  owns  a  direct  or  indirect 

iiilerest  in  the  person  is  nol  or-^ani/ed  in  or  a  resident  of  this  stale: 

 Prohibit  a  person  from  heint;  granted  or  holding  a  niariiuaiia  license  because  ihc  person  or  any  individual  yvlio  owns  a  direct  or  indirect 

inleresi  in  the  person  has  been  coiivicted  of  violating  any  mariiiiana-rclaled  offense  that  has  been  expunged: 

 (8j  Require  an  individual  Iwenlv-one  years  of  age  or  older  to  obtain  any  license  lo  possess  or  use  niariiuaiia.  mariiuana  producls.  mariiuana 

extracts,  or  marijuana  paraphernalia: 

 Require  a  consumer  lyycntv-onc  years  ol  age  or  older  to  obtain  any  license  to  purchase  mariiuana.  marijuana  products,  marijuana 

extracts,  or  marijuana  paiaphernalia  from  a  licensed  mariiuana  retailer: 

 ( 10)  Require  an  individual  twenly-one  years  of  age  or  older  to  obtain  any  license  lo  deliver  marijuana,  iiiarijiiana  products,  mariiuana 

exlracls.  t>r  mariiuana  paraphernalia  lor  no  consideration  to  an  individual  tysenly-one  y  ears  of  age  or  older  if: 

 (a)   The  marijuana.  iiiari|uaiia  products,  mariiuana  extracts,  or  marijuana  paraphernalia  were  purchased  from  a  licensed  marijuana 

retailer:  or 

 tbi  I  he  marijuana  or  marijuana  producls  were  manufactured  or  processed  by  a  person  wilhoiil  a  license  in  accordance  with 

paraprapli  (12)  of  this  siihsection: 

 (III  Require  anv  mariiuana  retailer  to  record  the  name  or  any  other  personally  idem  i  liable  infonnalion  of  any  consumer  tyvcnlv-one  years  of 

,  1 12)  Require  a  person  Iweiilv-oiie  years  of  age  or  older  lo  obtain  anv  license  or  pay  any  lax  lo  manufacture  or  process  mariiuana  or  mariiuana 

protUlcIs  at  a  household  for  noncommercial  personal  use  il  llie  agi^regale  amounts  of  such  niariiuaiia  and  mariiuana  products  al  Ihe  household  do  not  exceed  the 
household  exemption  limits:  or 

 ( l.'l  Provide  lhat  the  penalty  for  manufacliirini;  more  than  the  number  of  marijuana  plants  lhat  may  be  manufactured  without  a  license  under 

paragraph  1 12)  of  this  subsection  may  not  exceed  that  for 

 (aj  An  infraction,  if  the  violalion  is  a  first  violation  and  Ihe  number  of  marijuana  plants  is  nol  more  than  double  the  number  of 

mariiuana  plants  that  may  be  manulaclurcd  yvithoul  a  license: 
 (bj  A  misdemeanor,  if  the  violation  is  a  first  violalion  and  Ihe  number  of  mariiuana  plants  is  more  lhan  double  but  nol  more  than 

quadniple  the  niiiiiber  of  mariiuana  plants  that  may  he  manufactured  w  ilhout  a  license:  or 
 (cj  A  misdemeanor  if:  (i)  the  violation  is  a  second  violation:  (ii)  with  respect  to  the  first  violalion.  Ihe  number  of  mariiuana 

plants  yyas  not  more  than  double  the  luimber  of  mariiuana  plants  llial  may  be  iiiaiiufacliired  willioiit  a  license:  and  (iii)  with  respecl  lo  the  second 

violation,  the  luiiiiber  of  mariiuana  plants  is  nol  more  than  double  Ihe  number  of  mariiuana  plants  lhat  may  he  maniifaelured  without  a  license:  or 

 (  Hi  Make  the  oyvnership  or  operation  of  a  licensed  business  that  nianiifaclurcs.  produces,  or  delivers  mariiuana.  marijuana  pnxlucls. 

mariiuana  extracts,  or  mariiuana  paraphcnialia  in  this  stale  so  burdensome  that  it  would  be  inipraclicahle  for  a  prudent  business  person  lo  orpaiii/e  i>r  conduci 
Iht  («H!i|"ess 

%  On  or  before  June  I.  201  .s.  the  department  shall  proniulgale  rules  and  re;iulalions.  and  the  general  ivssenihlv  may  enact  laws,  that: 

 LU  Penilit  individuals  with  a  medical  condilioii  who  iiiav  beiielit  from  the  medical  use  of  iiiariiiiana,  inaripiana  producls,  and  mariiuana 

exlracls  to  he  able  lo  discuss  freely  with  their  diKiors  the  possible  risks  and  benefits  ol  inedical  mariiuana  use  and  to  have  Ihe  bcnelit  of  their  doctor's 
prolessional  advice: 

 L2J  Permit  individuals  siitTerini;  from  a  inedical  condition  to  be  allowed  lo  use  mariiuana,  mariiuana  producls.  and  mariiuana  exlracls 

willioul  heinj!  siibiect  lo  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  proviile  a  medical  benefit  to  them  and  yvlien  t>lher  reasonable 
restrictions  are  met  rcpardiii;;  thai  use:  and 

(li  Provide  that  no  individual  under  eighteen  years  of  ape  shall  be  allowed  to  use  mariiuana.  marijuana  products,  or  mariiuana  extracts  for 

medical  purposes  unless  the  individual's  custodial  parent  or  leyal  guardian  y\ilh  responsibility  lor  the  individual's  health  care  decisions  consents  to  such  use 
10.  No  licensed  doctor  may  he  siihiecled  lo  any  criminal  or  civil  penally,  or  to  anv  discipline  bv  any  slale  licensing  division,  board,  or  commission,  for: 

( 1 1  Advising  a  person  whom  the  doctor  has  diagnosed  as  liavin<'  a  medical  condition,  or  a  person  y\ho  the  doctor  knows  has  been  so 

diaynosed  hv  aiiollier  licensed  doctor,  about  the  risks  and  benelits  of  medical  use  of  mariiuana  or  that  the  medical  use  of  mariiuana  may  mitigate  the  symptoms 


i)r  cll'ccls  111  ihc  person  s  medical  coiidiliori.  pwvidcd  111 ;  advice  is  hascd  on  the  diKlor  s  pci  ^I'lia  I  assessment  ol  llic  person's  medical  liislnr\  and  cuiTciil 
medical  condilion:  or 

(2)  I'rovidiiip  any  wriiien  doeiimcnial  ion  llial  evidences  or  conlimis  sucli  adv  ce  and  assessment. 

1 1.  I  he  di\  isioii  is  directed  and  aulliori/ed  ti>  enl  Tee,  administer,  and  make  rules  :iiul  re;  tilatioiis  that  are  not  inconsistent  with  this  section. 

12  I  he  department  is  directed  and  aiithori/ed  to  ■■iirorce.  administer,  and  make  rii .es  and  remilalions  that  are  not  inconsistent  with  this  section 

\}.  The  iicneral  asseiiihlv  may  enact  laws  lliat  co.itrol.  reaulale.  and  tii\  Ihe  niannl'actiire  nrodiielion.  and  delivery  ol  industrial  hemp.  Any  additional 

tax  r;\eii>ie  authorized  h\  this  section  on  the  nianulacturt  prinluction  and  delivery  ot  industrial  lienin  shall  not  he  part  ol  the  "total  state  revenue"  within  the 
meaiiini'  o(  sections  17  and  IX  ol  article  .\  or  tins  constiti  tion.  nor  subject  to  additional  voter  ar  nroval  under  section  18(e)  of  article  X  ol'tliis  constitution.  In 
addiiioii.  the  expenditure  ol'an\  additional  revenue  shall  r  it  he  an  "expense  ol' state  govemnier  I "  under  section  2(1  ol' article  .\  of  this  constitution. 

M.  No  contract  shall  he  iinenroreeahle  on  the  hasi:  that  inaniil'acturinu.  producing,  deli'  erint;.  possessing,  or  iisinu  marijuana,  niariiuana  products. 

innrijuana  extracts,  inariiiiana  paraphernalia,  or  industrial  hemp  is  prohibited  h\  I'ederal  law 
15.  Nothing  in  this  section  shall  be  constnied: 


 iJj  l  o  amend  or  alTecl  in  m\\  way  an^  stale  or  I'ederal  law  pertaining  to  em  iilov  nicnt  matters: 

 Q}  l  o  amend  or  alTcct  in  any  way  am  4aie  or  federal  law  pertaining  lo  Ian  dlord-tenant  matters: 

 Qj  I'o  amend  or  aClecl  in  am  \\a\  am  stale  or  lederal  law  that  peniiils  an  ivwier.  lessor,  or  lessee  of  real  property  or  any  other  person  who 

has  a  legal  estate  in  real  properlN  Iroiii  prohibiting  the  ma  lul'acture,  production,  delivery  .  p<is  session,  or  use  of  niariiuana  t)ii  such  real  pro|Krt\ : 

 {4}  1  11  amend  t>r  affect  in  any  way  aiiN  >tate  law  penaininp  to  the  opcratio  ii  of  a  vehicle,  watcrcralt.  aircratt.  railroad  tram,  or  any  similar 

device  while  using  or  under  the  iiillueiice  ol  marijuana: 
 til  \  o  reuuire  a  person  to  violate  a  fedi  ral  law,  or 

 (6)  I  (1  exentpt  a  person  from  a  federal  aw  or  obstruct  the  enforcement  ol  a  lederal  law. 

If).  If  an\  subsections,  paragraphs,  phrases,  or  woi  ds  of  this  section  shall  be  held  mv  onstitutioiial.  void,  or  illegal,  either  on  their  I'nce  or  as  applied,  the 


applicahilit\.  constilulionalilv.  and  legality  of  any  and  all  other  subsections,  paragraphs,  phi  ases.  and  words  of  this  section  shall  not  be  affected,  lo  that  end, 
the  subsections,  paragraphs,  phrases,  and  words  of  this  section  are  intended  lo  he  severable   II  is  hereby  declared  to  be  the  inlent  of  this  section  that  each  and 
every  subsection,  paragraph,  phrase,  and  word  of  this  sec  ion  would  lia\  c  been  adopted  regii  rdless  of  w  lietlier  one  or  more  of  the  subsections,  paragraphs, 
phrases,  or  words  i>f  this  seelion  is  held  unconstitutional,  void,  or  illegal 

1 7  Ihe  provisions  of  subsections  2.  3.  4.  h.  7.  ^.  10.  II.  12.  1.^.  14.  I.'i.  U>.  and  l7ol  this  section  and  paragraphs  ( I ).  (2).  and  (.s)  of  subsection  5  of  this 

section  shall  become  effective  on  January  I.  2015    The  provisions  of  subsections  I  and  X  ol  this  section  and  paragraphs  (3)  and  (4|  of  subsection  5  of  this 
section  shall  become  elTeclive  on  lime  I.  2015   All  statt  laws  that  are  inconsistent  with  am  wovision  of  paragraph  ( 1 1.  (2).  or  (5)  of  subsection  5  of  this 
section  shall  no  longer  remain  in  lull  force  and  effect  on  and  after  January  1 .  20 1 5  All  state  laws  that  are  inconsistent  with  any  provision  ol'suhseclioiis  I  or  X 
of  this  section  or  para^raph  (-^)  or  (4)  of  subsection  5  of  his  section  shall  no  longer  remain  in  full  force  and  elVeel  on  and  after  June  I.  2015.  All  of  the 
pnwisioiii  ol  this  seelion  shall  he  self-enforcing. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2013 


KC  01,  20,3 


The  Honorable  Tom  Schweich 


State  Auditor 

State  Capitol  Building 

Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  I,  version  5  (2014-072) 

Dear  Auditor  Schw^eich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 101 
administrative  Rules  •  Business  Services  •  Elections  •  Publications  •  Securities  •  State  archives  •  State  Library  •  wolfner  Library 
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i       \     V_J    (  C\  Page  No.  

It  is  a  class  A  misdemeanor  punishable,  nc^vit^iMpiiding-lhe  provisions  of  section  560.02 1,  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the*  'couhty[jail^or  li  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sicn 
any  initiative  petition  with  any  nanMLojIicr  Hian  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,'tyiltbUiii|H  .T^titrqij  vijfcgQich  person  knows  he  or  she  is  not  a  registered  voter. 

,^  ]       INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secre^  . of  State  forthe  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November,  2014,  and  each  for 
himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLEl 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  .say  (print  or  type  names  of  signers) 


N.\Mi: 

(Signauirc) 

Date 
Signed 

Kixii.si  i:ri;d  voiing  ai)DI<i:s,s 

(.Sirccl.  No  I'O  Boxes)        (City.  Town  or  Villagel 

Zip 
Code 

Cong. 
Dist. 

NAMi; 
(Primed  or  I'yped) 

1. 

/  / 

2. 

/  ' 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  ' 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  ' 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 

Address  of  Notary:  

Notary  Public  (Seal)   

My  commission  expires  

% 


N(  )riC'i::  Yini  arc  :id\  i^cJ  ihal  ihi-  propuM-d  consliliilional  anicndinciU  ina\  change,  repeal,  or  moditV  h>  implication  or  ina>  be  c<inslrued  h>  some  persons  lo 
clianpe,  repeal  or  modilx  b\  implicalion.  Ihe  Ibllowiiig  provisions  oflhe  Consliliilion  of  Missouri—  Seclions9.  10.  U,  \  >.  }  \  &  i2  of  .Anicle  I:  Sections  36. 
.14  &  W(a)  of  Article  111;  .Sections  7.  12,  1 5.  22.  2.1.  27(a)  &  48  of  Article  IV.  .Sections  14.  18  &  24  of  Article  V;  Section  18(d)  of  Article  VI;  Section  1  and4 
of  Article  VII;  Sections  2  of  Article  Vlll.  Sections  3(a).  7.  and ')(b)  of  Article  l.\;  Sections  1.2..1.4(a).  h,  l()(b).  17,  18.  18(e).  1').  20  &  24  of  Article  \:  and 
Section  2(b)  of  Anicic  XII. 


lie  It  iesi>lwit  hy  llw  i>ei)i)le  oflhe  stale  of  Missouri  that  tlie  Constitution  he  amended: 
( )ne  new  section  is  adopted  lo  he  known  as  Article  I.  Section  J5(a)  and  to  read  as  follows: 


L  C  Ill/ens  over  the  a^ie  of  Iwentv-one  years  shall  have  Ihe  right  to  eimage  in  the  produclion.  sale,  dislrihulum,  and  consumption  of  marijuana  and  tlK 

nianiifaeliire  of  tioods  from  lienin.  siibiect  to  reasonable  regulations  adopted  by  the  state  (■ovemment  pursuant  lo  this  section. 
i  I  he  purposes  ol  lliis  section  arc: 

 LU  l  o  promote  the  vital  slate  interest  in  Ihe  regulation  of  the  sale  and  distrihutiiiii  of  niariiuana  in  order  to  combat  illeeal  underage  use  of 

mariiuaiiit  and  achieve  other  iniportanl  state  policy  goals  such  its  maintaining  an  orderly  iiiarkelplace  composed  of  state-licensed  niariiiiana  producers. 
distributors,  and  retailers; 

 li!  To  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criiiiiiial  nianulacture.  production,  delivery  ,  and  possession  of 

marijuana  within  this  state; 

 til  fo  prevent  Ihe  production,  sale,  distribution,  and  recreational  consiinintiiffl  of  marijuana  by  those  under  twenty-one  vears  of  age,  as  the 

consumption  of  marijuana  noses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of  development; 

 lil  fo  legali/e  under  stale  law  Ihe  use  of  mariiiiaiia  hs  iiulividuals  who  are  sulTcnng  Irom  a  medical  condition  when  tlieir  doctors  ;idvise 

lliat  such  use  may  provide  a  medical  benefit  lo  them; 

,  til  fo  raise  lax  rcvcmie  from  Ihe  produclion  and  sale  of  niariiuana.  and  lo  allocate  such  revenue  for  stale  and  local  law  eiil'orcenieni  and 

firelighter  pensions  and  retireinenl  plans,  for  elementary  ,  secondary  ,  and  higher  education,  for  the  cities  and  counties  of  ihis  slate,  for  mental  health  and 
siihslance  abuse  programs,  and  for  the  division  lor  the  purposes  of  enforcing  regulalioiis  upon  the  sale  and  distrihiilion  of  niariiuana  aiilliori/ed  by  iliis  seclion: 

.  tfl!  l  o  legali/e  under  slate  law  the  manufacture,  nnxluclion.  and  delivery  of  industrial  hemp,  and  lo  regulate  industrial  hemp  under  slate  \a\\ 

ill  a  manner  separate  and  apart  from  the  regiilalion  of  niariiuana; 

 tlJ  l  o  legali/e  under  stale  law  the  maiiiifacliirc.  production,  possession,  and  use  of  niariiuana  by  persons  twenty-one  veiirs  of  age  and  i)lder, 

m& 

 tJii  fo  legali/e  under  state  law  the  delivery  of  marijuana  h\  persons  twenty-one  years  of  age  and  older  lo  persons  twenty-one  years  of  age 

and  older. 

i  I  he  people  oflhe  slate  of  Missouri  iiileiid  that  the  rules,  regulations,  and  laws  proniiilgalcd  and  enacted  in  accordance  with  subsection  7  of  Ihis 

seclion.  together  with  the  other  provisions  of  exisiing  stale  law,  will: 

 tU  Prevent  the  distribution  of  niariiuana  to  persons  under  iweiity-oiie  \ears  of  age. 

 tl}  Prevent  revenue  from  the  sale  of  mariitiaiia  Irom  going  lo  criminal  enterprises,  gangs,  and  cartels: 

 til  Prevent  the  diversion  of  niariiuana  from  ihis  state  lo  other  states, 

 til  Prevent  niariiuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the  trafllcking  of  olher  illeeal  dmgs  or 

other  illegal  aelivilv; 

 til  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  niariiuana; 

 16)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  w  ith  the  use  of  niariiuana; 

 tZl  Prevent  the  growing  of  marijuana  on  public  lands  and  the  atlendanl  public  safety  and  environmental  dangers  posed  by  niariiuana 

production  on  public  lands; 

 tUl  Prevent  the  possession  and  use  of  marijuana  on  federal  properly;  and 

 t^l  Prevent  the  marketing  and  advertisement  of  marijuana,  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  niarijuana 

usage  to  those  under  tweiity-i>iie  years  of  age 

i  Unless  the  context  clearly  indicates  othenvise.  as  used  in  this  seclion.  the  following  terms  have  the  following  meanings: 

.  (ij  "Consumer"  means  an  individual  who  purchases,  acquires,  owns.  h>ilds.  or  uses  niariiuana,  niariiuana  products,  marijuana  extracts,  or 

niariiuana  paraphernalia  olher  than  for  the  purpose  of  resale. 

 til  "Deliver"  or  "delivery "  means  the  transfer  from  one  person  lo  another  of  marijuana,  mariiuana  products,  niariiuana  extracts,  or  niariiuiuia 

paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

 til  "tX'partnient"  means  the  department  of  health  and  senior  services,  or  any  successor  depannienl. 

 til  "Division"  nieiuis  the  division  of  alcohol  and  tobacco  control  wilhin  the  department  of  public  salety.  or  any  successor  division  or 

Jypilrtmcnt. 

 til  "Hnlitv"  includes  a  eorporalioii.  professional  corporation,  nonprol'il  coiporation.  cwiperalive  corp<iration.  profit  or  nonprofit 

unincorporated  association,  business  trtisl.  limited  liability  company,  general  or  limited  partnership,  limited  liability  partnership,  joini  venture,  or  any  other 
legal  entity,  and  includes  a  government  subdivision  or  agency 
 {tt}  "l-xpiingeable  niariiuana  offense"  means 

 till  I  he  mamilacturc.  production,  possession,  or  use  of  mariiuana.  marijuana  products,  marijuana  extracts,  or  niariiuana 

paraphernalia;  or 

 £bl  The  delivery,  possession  w  illi  intent  to  deliver,  or  iralTicking  of  mariiuana.  mariiuana  products,  marijuana  extracts,  or 

iiiariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twenty-one  years  <if  age  or  older  at  Ihe  time  oflhe  offense 

 til  "lair  market  sale"  means,  with  respect  lo  Ihe  sale  <'l  a  product,  a  sale  in  which  the  purchase  price  oflhe  product  is  not  less  than  the  price 

(hat  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in  competilion  with  other  similar  prodiicls. 

.  tSj  "Household  exemption  hniils"  means,  al  anv  given  lime: 

 tiil  Six  iiiariiu:iii:i  pl.inK  .iiul  Iwelve  ounces  ol  usable  mariiuana. 

 tbl  Sixteen  ounces  .  -I  iii.ii  nii.ina  products  in  solid  form;  and 


 tt!  Sevenly  -lu(i  nuiices  <i|  niariiuana  products  in  lic|uid  form 

 t2l  "Industrial  hemp"  means  C  aiinahis  Saliva  I.,  containing  no  greater  than  one  percent  letrahydr(Kannabinol. 

 (10)  "I  icense"  means  any  license,  permit,  registration,  consent,  or  autliori/ation  issued,  granted,  given,  or  otheryvise  made  available  hv  or 

under  the  aiilhorilv  of  any  slate  or  local  goyerniiieiital  hodv.  agency,  or  ollicial 

 (II)  "Licensee"  means  any  person  who  holds: 

 taJ  A  niariiiiana  license;  or 

 tk!  A  license  issued  hv  any  stale  agency  for  Ihe  purchase,  sale,  manufacturing,  produclion.  processing,  transportation,  or  delivery 

of  industrial  hemp 

.  ( 12)  "Mamilacture"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  marijuana  paraphernalia  or  of  niariiuana. 

marijuana  prt)ducts.  or  mariiuana  extracts,  either  directly  or  by  extraction  from  substances  of  natural  origin,  or  independently  by  means  of  chemical  synthesis. 
or  by  a  combination  of  extraction  and  chemical  synthesis,  and  includes  ;iiu  packaging  or  repackaging  ol  the  substance  or  label  ing  or  relabeling  of  its  container. 

 (1.1)  "Mariiuana"  means  all  parts  oflhe  plant  genus  (.  aiiiiahis  in  any  species  or  lonn  thereof,  whether  growing  or  not,  olher  than  marijuana 

exiracis. 

 (14)  "Mariiuana  cxtraci"  means  a  product  obtained  by  separating  resms  from  mariiuana  by  solvent  extraction,  using  solvenls  other  than  water. 

vcgeiable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexaiie.  isopropy  I  alcohol,  elhanol.  and  carbon  dioxide 

 (15)  "Mariiuana  license"  means  a  license  issued  by  Ihe  divisii>ii  for  the  purchase,  sale,  iiianulaclunng.  produclion.  priKessing.  transportation. 

or  delivery  of  niari)iiana.  niari|iiaiia  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

 ( IM  "Marijuana  paraphernal  ia"  means  all  eiiuipiiienl.  products,  substances  and  materials  of  any  kind  which  are  used,  intended  for  use,  or 

designed  Ibr  use,  in  planting,  propagating,  cullivating.  growing,  harvesting,  maiiufacliiring.  compounding,  converting,  producing,  processing,  preparing, 
storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise  introducing  into  the  human  hixly  mariiuana.  niariiuana  prixliicls.  or  mariiuana  extracts 

 ( 17)  'Mariiuana  products"  means  products  lhat  contain  marijuana  or  mariiuana  extracts  and  are  intended  lor  human  consumption  Mariiuana 

products  does  not  mean  niarijiiaiia  by  itself,  or  a  mariiuana  extract  by  itself 

 ( 18)  "Marijuana  retailer"  means  a  person  who  sells  marijuana,  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  to  a 

consumer  in  this  state. 

 ( 19)  "Person"  includes  any  individual  or  entity 

 (20)  "Person  twenty-one  vears  of  age  and  older"  includes  any  eniiiy  in  which  no  individual  under  iweiuy-i^ne  years  of  age  holds  a  ilirect  or 

indirect  interest. 

 t2Jj  "Produce"  or  "production"  includes  the  manufacture,  plaining,  cullivation.  growing,  or  harvesting  of  mariiuana.  mariiuana  products, 

mariiuana  extracts,  or  mariiuana  paraphernalia 

 (2ii  "Public  place"  means  a  place  lo  which  the  general  public  has  access  and  includes,  but  is  not  limited  lo.  hallways,  lobbies  and  other  parts 

of  apannieni  houses  and  hotels  not  constituting  roi^ms  or  apartments  designed  for  actual  residence,  and  highw  ays,  streets,  schools,  places  of  amusement,  parks. 
playgrounds  and  premises  used  in  connection  with  public  passenger  iransportalion 

 t2il  "Stale  law"  means  any  slate  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action 

 (24)  "  lax"  means  am  income,  gross  receipts,  excise,  stamp,  property,  windfall  prolit.  personal  property,  sales,  use,  transfer,  value  added. 

concession,  add  on  minimum,  or  other  lax,  lee,  assessment,  levy.  larilT.  charge,  or  duly  of  any  kind  whatsiH-'vcr  imposed,  assessed,  or  collected  by  or  iiiuler  ihe 
amiiorilv  of  any  governmental  body  .  , 

(2.5)  "Usable  marijuana"  means  dried  niariiuana  flowers  and  dried  niariiuana  leaves,  and  any  mixture  or  preparation  thereof 

i  l-xcept  as  otherwise  provided  in  this  section,  no  slate  law  shall: 


alia  by  persons  twcnfrTin? 


 LU  l'r»l)ihil  the  ppsscssion  or  use  urniariiiianii.  iiiariiiiaiui  iinidiicls.  marliuana  cMracls.  or  niuriiiiaiia  paraphcrnafia 

\  cars  of  age  an  J  older: 

 tl!  Piollihil  llic  Iraiisponallon  or  Jelivcrv  ol  iiiariiuaiia.  iiiariiiiaiia  proilucls.  marijuana  exiracls.  or  mariiiiana  paraphernalia  by  persons 

l>\enl\-one  \ears  of  age  and  olJer  lo  persons  l\venlv-<we  \ears  of  age  and  older: 

 :  Lll  Proliihil  llie  purchase,  sale,  inaiuifaeluring.  prodiiclion.  and  processing  of  marijuana,  inariiuana  prixliiels.  marijuiuia  exiracls.  or 

marijuana  paraphernalia  h\  persons  i\\enl\-onc  years  of  ajjc  and  older: 

 til  I'rohihil  llic  purchase,  sale,  nianuliicluring.  produclion.  proeessin):.  iransponalion.  or  delivery  ol'  induslrial  hemp:  or 

 iil  provide  for  llie  seizure  or  forfeilurc  ol  any  pronerlv  used  in  coiiiieclion  wilh  any  purchase,  sale,  manufacturing,  produclion.  processing. 

nansponalioii,  delivery,  possession,  or  use  of  marijuana,  inariiuana  producls.  niariiuana  paranliemalia.  or  niduslrial  hemp  if  such  manufacture,  production. 

delivery,  ru'ssession.  or  use  is  lawful  tuider  stale  law 

th  Niilv^ithslaiiding  siihseclum  5  of  this  section,  a  state  law  may: 

 ill  I'rohihil  the  imnorialion  and  exportation  ol  niariiuana.  marijuana  nroducls.  and  marijuana  cvlracts  into  and  from  this  stale: 

 tZi  I'rohibil  the  purchase,  sale,  manulaclunn'.!.  produclion.  processing,  or  delivers  of  niariiuana.  marijuana  products,  and  mariiuana  extracts 

in  or  on.  or  within  one  Ihousand  feel  of  real  property  comprising  a  public  or  private  elementary  or  secondan  scIuhiI.  public  vocanonal  school,  or  a  ntihlic  or 
pri\  ale  community  college,  college,  or  uniycrsity  attended  primarily  by  individuals  under  twenty  -one  years  of  age. 

 Lil  I'rohjhil  the  operalion  of  a  vehicle,  walcrcralt.  aircraft,  railroad  train,  or  any  similar  device  while  using  or  under  the  inniience  of 

marijuana: 

 til  I'lohibit  ihc  use  ol'mariiwana.  niariiuana  products,  and  marijuana  extracts  in  a  piihlic  place,  provided  however  llial  the  penally  for 

violation  of  such  law  may  not  exceed  that  for  an  inlraclioii: 

 Li!  Prohibit  the  purchase,  sale,  iiianiilacluring.  produclion.  processing,  transportation,  delivery,  or  possession  of  niariiuana.  marijuana 

products,  and  marijuana  extracts  b\  any  person  that  does  not  comply  with  any  rules,  regulalioiis.  and  laws  promulgated  and  enacted  in  accordance  wilh 
subscclion  7  of  this  section: 

 Ihl  C  lassify  the  penalties  for  viohiliiMis  of  such  laws: 

 Ll!  Impose  an  excise  lax  on  llic  lir-i  lair  market  sale  of  all  mariiiiana  produced  in  this  stale  al  a  rale  not  less  than  llfleen  percent  and  not 

more  than  thirty  percent  ol  the  purchase  price  I  lie  .uUliinmal  excise  lax  revenue  aulliori/cd  by  this  section  shall  not  be  pan  of  the  •'total  slale  revenue"  williiii 
the  meaning  ol  sections  1 7  and  18  ol  article  X  ol  this  coiistitulion.  nor  siibicci  lo  additional  v  oter  approval  under  section  I8le)  of  article  \  of  this 
eonstiuilion  In  addition,  llie  expenditure  of  this  additional  revenue  shall  not  he  an  "expense  of  stale  government"  under  section  20  of  article  .\  of  this 
consliiution 

1:  Subiecl  lo  the  provisions  of  subsection  8  of  this  section,  on  or  before  .luiie  I.  201 5.  the  division  shall  pronuilgate  rules  and  regulations  lhal  control 

and  regulate  llie  purchase,  sale,  maniifacluring.  production,  processing.  lransp<irtalion.  delivery  ,  possession,  and  use  of  marijuana,  marijuana  products. 
niariiuana  extracts,  and  mariiuana  paraphernalia,  including  but  not  limited  lo  rules,  rcj-ulalions.  iiiid  laws  that: 

 LU  Require  a  person  lo  obtain  a  mariiuana  license  to  purchase,  sell,  niiuiufaclure.  produce,  process,  transport,  or  deliver  niariiuana. 

mariiuana  products,  mariiuana  exiracls.  or  marijuana  paraphernalia: 

 {2}  Provide  for  the  collection  ol  the  excise  lax  provided  in  paragraph  7  of  subsection  (i  of  this  section. 

 Qj  I'rov  idc  lor  Ihc  eiiforceiiieiil  ol  such  laws  and  for  the  exaiiiiiialioii  and  inspection  of  the  books,  records,  and  premises  of  licensees: 

 {Aj  Kegiilalc  Ihc  advertising  ol  marijuana,  marijuana  products.  mari|uaiia  exiracls.  and  mariiuana  paraphernalia: 

 Lil  Provide  for  the  receipt  and  transfer  ol  all  funds  received  bv  the  slate  from  the  excise  laxcs  and  license  and  other  fees  collected  under 

such  laws,  as  follows: 

 Laj  f  irst,  lo  the  division,  an  amount  lhal  the  general  assembly  deems  necessary  for  Ihc  division  lo  carry  oiil  the  division's 

obligations  under  such  laws,  including  a  reserv  e  fund  to  maintain  a  reasonable  working  cash  balance  lor  the  purpose  of  carry  ine  out  such 
obligations: 

 LtU  Next,  the  remainder  of  such  funds,  lo  such  siK-cific  transferees  as  ihe  general  assembly  may  delemiine.  for  the  follovsine 

purposes:  (ij  for  state  and  l(Kal  law  enforcement  and  firelighter  pensions  and  rclircineiit  plans.  tvNeiilv-live  percent:  (ii)  for  public  inslilulioiis  of 
eleiiieiilarx  and  secondary  education,  iweiity-f'ive  percent:  (liil  for  iiiciilal  lieallli  and  substance  abuse  programs,  twenty  percent,  (ivi  for  cities  and 
counties,  lilleeii  percent:  and  (vl  for  public  institutions  of  higher  education  or  for  scholarships  lo  attend  such  institutions.  llDeen  percent:  and 

 (cj  All  moneys  appropriated  by  the  general  assembly  from  the  excise  laxcs  autliori/ed  in  paragraph  7  of  subsection  6  of  this 

section  shall  provide  additional  funds  for  Ihe  purposes  enumerated  above  and  not  replace  existing  funding 

 ih}  l.iniit  the  amount  of  marijuana,  mariiuana  products,  or  niariiuana  extracts  that  a  person  oilier  than  a  licensee  may  possess  at  any  given 

lime,  provided  however  that  llie  penalty  for  violation  of  such  law  may  no!  exceed  lhal  for  an  infraction  lor  Ihe  first  violation  and  a  iiiisdemcanor  for  any  second 

or  suhseuuent  violation 

8^  No  stale  law  or  coiubination  of  stale  law  s  shall: 

 Qj  lAcepi  lor  the  lax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  iniposc  any  tax  on  mariiuana.  mariiuana  products.  niari|uaiiii 

exiracls.  or  transactions  lllvolvill^  marijuana,  marijuana  products,  or  marijuana  exiracls  that  is  not  imposed  on  oilier  products  generally. 

 {2}  I  iiiiil  Ihc  amounts  of  mariiuana.  iiiariuiana  products.  [)r  niariiuana  extracts  that  a  person  other  than  a  licensee  may  possess  at  any  piven 

lime  lo  aniounts  less  than: 

.  till  .Six  mariiuana  plants  and  twelve  ounces  of  usable  marijuana: 

 LhJ  .Sixteen  ounces  of  niariiuana  products  in  solid  form: 

 li^  Sevcntv-lwo  ounces  ol  niarijuuiia  products  in  litpiid  form:  and 

 till  One  ounce  of  mariiuana  extracts 

 Li!  Limit  Ihe  aggregate  number  of  licensees  that  may  hold  mariiuaiia  licenses  or  Ihe  apjiregate  luiniher  of  marijuana  licenses  lhal  iiiav  be 

jiraiiled.  provided  however  that  Ihe  number  of  licensed  mariiuana  retailers  in  a  county  may  be  limited  lo  no  fewer  than  one  marijuana  retailer  per  2.500 
inhabitants  in  such  county .  according  lo  the  most  recent  census  of  the  f  Initcd  Stales: 

 I4j  I  iniil  Ihe  number  of  niariiuana  licenses  lhal  may  he  granted  lo  or  held  by  the  same  person: 

 (5j  I'rohihil  the  same  person  from  being  granted  or  holding  one  or  more  dilTerenl  types  of  marijuana  licenses: 

 t6l  Prohibit  a  person  I'roni  being  granted  or  holding  a  marijuana  license  because  ihe  person  or  anv  individual  who  owns  a  direct  or  indirect 

iiileresi  in  the  person  is  not  organized  in  or  a  resident  of  this  slate: 

 iJi  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual  who  owns  a  direct  or  indirect 

interest  in  Ihe  person  has  been  convicled  of  violating  (i)  any  non-discretioiiarv  expungeable  marijuana  offense  in  paragraph  ( I )  or  (2)  of  subsection  ( 14)  of  this 
section:  or  lii)  anv  mariiiiana-rclalcd  offense  that  has  been  expunged: 

 i8j  Rcc|uirc  an  iiuliv  idiial  twenty  -one  years  of  age  or  older  lo  obtain  any  license  lo  possess  or  use  marijuana,  marijuana  prcKlucls.  marijuana 

extracts,  or  marijuana  paraphernalia: 

 (^j  Uet|uire  a  consumer  twenty -one  years  of  age  or  older  to  obtain  any  license  lo  purchase  marijuana,  mariiuana  products,  mariiiiana 

extracts,  or  niarijuana  piiraplieriialia  from  a  licensed  marijuana  retailer: 

 ( 10)  Kegtiire  an  indiv  idiial  l\veiily-one  years  of  age  or  older  to  obtain  any  license  lo  deliver  niariiuana.  marijuana  products,  marijuana 

extracts,  or  niariiuana  paraphernalia  lor  no  consideration  to  an  iiidiv  idiial  tvicniy-one  years  of  age  or  older  if 

 (jU  I  he  marijuana.  mari|iiaiia  producls.  mariiuana  exiracls.  or  mariiuana  paraphernalia  were  purchased  from  a  licensed  niariiuana 

retailer:  or 

 [hj  The  niariiuana  or  marijuana  products  were  manufactured  or  processed  bv  a  person  vvillioiil  a  license  in  accordance  wilh 

P'trmPll  1 12)  Sif  1'"^  subscclion, 

 III)  Require  anv  mariiuana  retailer  lo  record  llie  name  or  anv  oilier  personally  idenlifiable  iiilornialioii  of  anv  consumer  twenty -<^ne  y  ears  of 

age  or  older: 

 112)  Require  a  person  |yvcntv-one  years  of  ace  or  older  lo  obtain  anv  license  or  pay  anv  tax  l»  manufacture  or  prwess  marijuana  or  mariiuana 

products  at  a  household  lor  noncommercial  personal  use  if  Ihe  aggregate  amounts  of  such  niarijuana  and  marijuana  prtxiiicts  at  the  household  do  n(<l  exceed  the 
household  exemption  limits:  or 

 LLil  Provide  thai  the  penally  for  mamifacluring  more  than  the  number  of  niari|tmna  plants  lhal  may  be  manufactured  without  a  license  under 

paragraph  1 12)  of  this  subsection  may  not  exceed  lhal  for 

 taj  An  infraclioii.  if  the  violation  is  a  first  violalion  and  the  number  of  mariiuana  plants  is  not  more  than  double  Ihe  number  of 

mariiuana  plants  that  nia\  he  iiiaiiiil'acliired  without  a  license: 
 tbj  A  misdemeanor,  if  the  violalion  is  a  first  violation  and  the  number  of  niariiuana  plants  is  more  lhan  double  but  not  more  than 

quadruple  Ihe  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license:  or 
 ItJ  A  inisdemcaiior.  if  (j)  the  violation  is  a  second  violation:  (ii)  with  respect  lo  ihe  first  violalion.  the  number  of  mariiuana 

plants  Wits  not  more  than  double  the  miiiiber  of  mariiuana  plants  that  may  he  maniifaclured  without  a  license:  and  (iii)  with  respect  lo  the  second 

violation,  the  number  of  marijuana  plants  is  not  more  than  double  the  number  of  marijuana  plants  that  may  he  iiianuliiclured  wilhoul  a  license:  or 

 (  U)  Make  the  ovMiership  or  operation  of  a  licensed  business  thai  nianulactiires.  produces,  or  delivers  mariiuana.  mariiuana  priHliicls. 

niariiuana  extracts,  or  mariiu.ma  paraphernalia  in  this  slale  so  burdensome  that  it  would  be  impracticable  for  a  pmdent  business  person  to  organize  or  coiulucl 
the  business. 

y  On  or  before  lune  1 .  201  .s.  llic  dcpanineiit  shall  proinulgale  rules  and  rcgiilalions.  and  the  general  assembly  may  enacl  laws,  lhal 

 (Jj  I'erniil  individuals  vvilli  a  medical  condilion  who  may  benefil  from  llie  medical  use  of  marijuana,  mariiuana  priHliicls.  and  iiuiriiuiuia 

extracts  lo  be  able  lo  discuss  freely  w  ith  Iheir  doctors  ihe  possible  risks  and  benefits  of  medical  mariiuana  use  and  lo  have  the  benefit  of  their  doctor  's 
professional  advice: 

 (2j  I'cniiil  individuals  suffering  from  a  medical  condilion  to  be  allowed  to  use  mariiuana.  niarijuana  products,  and  niarijuana  extracts 

without  being  subiecl  lo  civil  or  criminal  penallies  when  Iheir  dociors  advise  lhal  such  use  may  provide  a  medical  henelil  lo  them  and  when  other  reasonable 
restrictions  are  met  regarding  lhal  use:  and 


til  Provide  llial  no  iiulivuhi;il  iiinlor  eit;lilccii  vcars  ol  ;mc  shall  he  allciwcJ  In  use  nuiriiiiana.  mariiuana  prdJiicls.  or  inariiiiaiiu  cxiracis  lor 

medical  purposes  unless  llic  iinlividuars  custodial  parent  or  Ictial  tiliardian  wilh  rcsponsihilllN  lor  Ihc  iiidividiiars  heallh  care  decisions  coiiscnls  to  buch  use 
ili  No  licensed  doctor  may  he  suhiecled  to  an\  criminal  or  civil  penally,  or  lo  aii\  discipline  hv  any  stale  licensing  division,  board,  or  ci>ninussion.  lor 

ih  Advisiim  a  person  whom  the  doctor  has  diaiinosed  as  liaviim  a  medical  contlilioii.  or  a  person  who  the  doctor  knows  has  been  so 

dia^nosed  hy  another  licensed  doctor,  ahoul  the  risks  and  heneHls  ol'  medical  use  ol  mariiuana  or  thai  the  medical  use  of  mariiuana  may  niiiinale  the  svniptoins 
>ir  elTecls  ol  llie  person's  medical  condition,  provided  the  advice  is  hased  on  the  diKlor  s  personal  assessment  of  the  person  s  medical  history  and  current 
medical  coiidilion:  or 

111  I'rovidiim  any  wrilteii  docuiiienlalioii  thai  ev  idences  or  conllrms  such  ad\  ice  and  assessment. 

J_L  I  lie  division  is  directed  and  aulli<iri/ed  lo  eiilorce.  admiiiisler.  and  make  rules  and  reaulatioiis  that  are  not  inconsistent  wilh  this  seelion. 

i2i  The  depannieni  is  directed  and  authorized  U<  enl'orce.  admiiiisler.  and  make  rules  and  reuulalions  lhal  arc  iiol  iiiconsislcnt  with  this  seelion 

ii  The  general  asscnihly  may  enact  laws  that  control,  rciiulate.  and  la\  llie  nianulacuire.  produclmn.  and  delivery  of  industrial  hemp  Any  addilional 

lay  revenue  aulhiiri/cd  hv  this  section  on  Ihe  maniifaclure.  production  and  delivery  of  industrial  hemp  shall  not  he  part  of  the  •'total  slate  revenue'  w  ithin  the 
nieaiiiii;' of  sections  1 7  and  I S  of  article  .\  of  this  consliuition.  nor  suhiecl  lo  additional  voter  approval  under  section  1 8(el  of  article  X  of  this  constitution.  In 
addition,  the  eypenditure  of  am  addilional  revenue  shall  not  he  an  •expense  of  stale  wvemnienl "  under  section  20  of  article  .\  of  this  consliliilion. 
i-L  (.'onvictions  of  mariiuana  olleiises  shall  he  expunaeahle  as  Ibllows: 

 LU  An  iiidi\  idual  who  has  plead  uiiillv  to  or  has  heen  convicted  ol  v  lolatini;  aiiv  CNpiinaeahle  mariiuana  offense,  and  who  was  Iweiilv-one 

years  of  aue  or  older  at  the  time  of  the  oll'ense.  may  apply  to  Ihe  court  in  which  he  or  she  was  sentenced  for  an  order  lo  expuime  all  ofllcial  records  of  his  or  her 
arrest,  pica,  trial,  and  conviction  If  the  court  dctcriiiines.  upon  review,  lhal  such  individual  has  plead  miilty  to  or  has  heen  coiivicled  of  an  expuniicahle 
marijuana  olleiise.  llie  court  shall  enter  an  order  of  eypungenieni  An  individual  shall  he  entitled  lo  one  or  more  expunuemenis  pursuant  to  this  parauranh  ( 1 1 

 l2l  After  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  guilty  lo  or  has  heen  convicted  of  violating  ;ui\  cxpuni-eahle 

mariiuana  ol'fense  for  the  llrst  time,  and  who  was  under  twenty-one  years  of  age  at  the  time  of  the  oll'ense.  and  who  since  such  conviction  has  not  heen 
con\  icled  of  any  other  marijuana-relalcd  olVense.  may  apply  lo  the  court  in  which  he  or  she  \>as  sentenced  for  an  order  to  expunge  all  official  records  of  his  or 
her  arrest,  plea,  trial  and  conviction  If  the  court  dclerniines.  upon  review,  lhal  such  indi\  idual  has  not  heen  convicted  of  any  other  niariiuana-relaled  offense  at 
the  time  of  the  anplicalion  lor  expungement,  the  court  shall  enter  an  order  of  expungement 

 Li)  An  individual  \Uio  has  plead  guilty  In  or  has  heen  convicled  ofviolatiim  any  cxpungeahle  mariiuana  offense  that  is  not  expiiimcahle 

under  paragraphs  ( 1 1  or  1 2 1  of  this  suhsectioii  may  apply  to  the  court  in  w  hich  he  or  she  was  sentenced  for  an  order  lo  expunge  all  olTicial  records  of  his  or  her 
airest.  plea,  trial,  and  conv  iclioii  If  the  court  detennines.  upon  review,  that  an  expungement  is  in  the  inleresis  of  jiLslice.  the  e4Hirt  ntav  enter  an  order  of 
exniingement  An  individual  iiiav  he  entitled  lo  one  or  more  expungenieiils  pursuant  to  this  paragraph 

.  {A}  I  he  effect  of  an  order  of  expungement  shall  he  lo  restore  the  applieahle  individual  lo  the  status  he  or  she  occupied  prior  lo  such  arrest. 

plea  or  conviction,  as  if  such  event  had  never  happened.  A  person  imprisoned  solely  as  a  result  of  one  or  more  expungeahle  mariiuana  offenses  that  are 
expunged  shall  he  released  from  prison  immediately  upon  Ihe  issuance  ol'ihe  applieahle  order  or  ortlers  of  expungeiiieni  No  individual  as  to  wlioiii  such  order 
has  heen  eniered  shall  he  held  thereafter  under  any  provision  of  any  law  to  he  guilty  of  periurv  or  otherwise  giving  a  false  statement  hv  re;ison  of  his  or  her 
failure  lo  recile  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expuiigenieni  in  response  lo  any  inoiiirv  made  of  liini  or  her  for  any  purpose  whatstxrver. 

\X  No  contract  shall  he  unenforceable  on  Ihe  basis  that  manufacturing,  producin;;.  delivering,  possessing,  or  using  mariiuana.  marijuana  products. 

mariiuiina  extracts,  mariiuana  paraphernalia,  or  industrial  hemp  is  prohibited  hv  federal  law 
111  Nothing  in  this  section  shall  he  construed: 


( I )  l  o  amend  or  alTecl  in  aiiv  way  any  state  or  leileral  l;iu  lu  nnining  lo  eniplovnient  matters; 

 l2j  l  o  amend  or  alTecl  in  an\  way  any  state  or  kiiciiil      iK  ii.nning  to  landlord-tcnaiil  matters: 

 lil  I  o  amend  or  alTecl  in  any  way  anv  slate  or  federal  law  thai  iiermils  an  owner,  lessor,  or  lessee  of  real  property  or  any  other  person  who 

has  a  legal  estate  in  real  property  from  prohibiting  the  nianufaclure.  production,  delivery,  possession,  or  use  of  marijuana  on  such  real  property  : 

 lil  I  o  amend  or  alTecl  in  any  wav  any  slate  law  pertaining  lo  IIk  o|XTalion  of  a  vehicle,  watercrafi.  aircraft,  railroad  train,  or  anv  similar 

device  while  using  or  under  Ihe  inlUience  of  mariiuana: 
 1.5J  I  o  require  a  person  lo  violate  a  federal  law:  or 

 16j  To  exempt  a  person  from  a  federal  law  or  obslnicl  the  enforcement  of  a  federal  law. 

17,  If  any  suhsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconslilulioiial.  void,  or  illegal,  either  on  their  face  or  as  applied,  llie 


applicabililv.  constitulionalitv.  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases,  and  words  of  this  section  shall  noi  he  alTecled    l  o  lhal  end. 
Ihe  subsections,  paragraphs,  phrases,  and  yyords  of  this  section  are  intended  to  he  severable  It  is  herehv  declared  lo  be  the  iiileiil  of  this  sectiim  that  each  and 
every  subsection,  paragraph,  phrase,  and  yyord  [if  Ihis  section  yvoiild  have  heen  adopleil  regardless  of  yyhelher  one  or  more  of  the  subsections,  paragraphs, 
phrases,  or  words  <'f  this  section  is  held  unconstiliitional.  void,  or  illegal. 

IK.  Ihe  provisions  of  siibseelions  2.  J. -1.  6.  7. III.  II.  12,  1.^.  14.  15,  16,  I7,and  18  of  this  section  and  paragraphs  ( I ).  (21.  and  (5)  of  subsection  of 

this  section  shall  become  el'feclive  on  January  I.  201 5    flie  provisions  of  subsections  I  and  8  of  Ihis  section  and  paragraphs  (})  and  (4)  of  subsection  .5  of  this 
seelion  shall  become  effective  on  June  1.  21)15  All  state  huvs  lhal  are  inconsisleni  with  any  provision  of  paragraph  ( 1 ).  (2 1,  or  1 5)  of  subsection    ol  this 
section  shall  no  longer  remain  in  lull  force  and  elTeet  <in  and  after  January  I.  2111 5.  All  stale  Urns  lhal  are  inconsistent  yvilli  any  provision  of  subsections  I  or  8 
ol  Ihis  seelion  or  paragraph      or  (4)  of  subsection  5  of  this  section  .shall  no  loii|;er  remain  in  full  force  and  elTecl  on  and  alter  June  I.  21)15.  All  ol  the 
provisions  of  this  section  shall  he  self-enforcing. 


075 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Sf.cretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  1,  version  6  (2014-073) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summar>  as  required  by  section  116.332,  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 1 0 1 
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County  

Page  No.  

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisio^s.of.8ectipD-569.021,  RSMo.  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  Jail  or  a  fine  not:fo' exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingl>  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when20i6  BSip'^&o^'  h^99  is  not  a  registered  voter. 

INITIATIVF  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri:  '<  z  1^-^^ 

C' 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  aniendmcnl  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November,  2014.  and  each  for 
himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,   ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMt- 
(Sigiuiluri') 

Dale 
Smncd 

Ri;c)isri;Ri:i)  votinc!  aodri;.ss 

(Street.  No  PO  Hoxes)        (City,  town  or  Village) 

/ip 
Code 

Cong 
Oisl. 

NAM1-. 
(I'rinled  or  1  ypeUl 

1. 

/  / 

2 

t 

3 . 

!  1 

4. 

:  1 

s. 

1  1 

6. 

1 

7. 

1  1 

8. 

1  1 

9. 

1  1 

10. 

1  1 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  slated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  AfYlant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 

Address  of  Notary:  

Notary  Public  (Seal)   

Mv  commission  expires  

n 


NO  I  ICI-:  You  urc  advised  thai  ilic  proposed  coiisiiiulional  amcndmeiu  ma>  change,  repeal,  or  miulify  by  iniphcalion  or  may  be  construed  by  some  per.sons  to 
chanfic.  repeal  or  niodilV  bv  implication,  the  lollowing  provisions  oflhe  Constitution  of  Missouri—  Sections ').  10.  14.  \S.  31  &  32  of  Article  I;  Sections  36. 
!y&  W(a)  or  Article  III:  Seclions  7.  12,  1 5.  22.  23.  27(a)  & -IS  of  Anicle  IV:  Sections  1-4.  18  &  24  of  Article  V:  Section  IStd)  of  Article  VI;  Section  I  and  4 
of  Article  VII.  Scclioiis2  of  Aiticlc  VIII:  Sections  3(a).  7.  and ')(b)  of  .Article  l\;  .Sections  I.  2.  3.  4(a).  6.  Il)(b).  17.  IS.  18(e).  {<i.  20  &  24  of  Article  .\.  and 
Section  2(h)  of  Article  Xll 

Ilif  II  i  c.si>l\Vil  hy  ihc  ivo/ilc  ti/  ilic  shih-  ii/Mi.ssoiiri  thill  llie  I  'iiiisliliilion  he  umeiuled: 

( )iie  ne^v  section  is  adopted  to  he  known  as  Article  I.  Section  35(a)  and  to  read  as  follows: 

L  C'itii^ens  over  the  age  of  tweniv-oiie  \ears  shall  have  the  rialit  to  engage  in  the  produelioii.  sale,  distribution.  ;uid  ci>nsuniplion  of  niarliuana  and  the 

inaiiul'acltire  of  goods  from  lienin  subiecl  to  reasonable  regulations  adopted  by  the  stale  govemmenl  pursuant  to  this  section. 
i  I  he  purposes  of  this  section  are: 

 LU  l  o  promote  (he  vital  stale  interest  in  Ihc  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to  combat  illegal  underage  use  of 

mariiuaiiii.  and  achieve  other  important  slate  nolicv  goals  such  as  maiiilaiiiiiig  an  orderly  niarkeiplace  composed  of  slate-licensed  maniuana  nrodiicers. 
distributors,  and  retailers: 

 L2J  I  (1  eliminate  the  problems  caused  bv  the  prohibition  and  uncontrolled  criminal  manulacture.  production,  delivers  and  possession  of 

marliuanu  mthin  this  stale: 

 Li)  fo  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  bv  those  under  twentv-one  years  of  aee.  as  the 

consumption  of  marijuana  poses  particular  ha/ards  to  minors,  whose  brains  are  still  in  a  stale  of  devclopnieni: 

 111  1 0  legali/e  under  slate  law  llie  use  of  marijuana  bv  individuals  who  are  suffering  from  a  medical  condition  when  their  doctors  advise 

that  Mich  use  may  provide  a  medical  henelil  to  tliem: 

 !i)  I  (1  raise  tax  revenue  from  the  production  and  sale  of  marijuana,  and  to  allocate  such  revenue  for  slate  and  local  law  enlbrcemeiu  ,iiid 

l  irellghlcr  pensions  and  retirement  plans,  for  elemental .  secondary  ,  and  higher  education,  for  the  cities  and  counties  of  this  slate,  for  mental  health  and 
substance  abuse  programs,  and  for  the  division  for  the  purposes  of  enforcing  regulations  upon  the  sale  and  distribution  of  marijuana  aulhori/ed  bv  ibis  scclion: 

  (h)  fo  legali/.e  under  stale  Unv  the  niaiuifaclurc.  production,  and  delivery  of  industrial  hemp,  and  lo  regulate  industrial  hemp  under  stale  law 

in  a  manner  separate  and  apart  from  the  regulation  of  mariiuaiia: 

 LlJ  fo  legalize  under  stale  lasv  the  niaiiufaclure.  production,  possession,  and  use  of  marijuana  bv  persons  twenty -one  years  of  age  and  older: 

and 

 tSj  To  legali/e  under  stale  law  the  delivery  of  mariiuana  bv  persons  Iwenly-one  years  of  age  and  older  to  persons  twenlv-one  years  of  age 

and  i>lder 

i  I  he  people  of  Ihc  slate  of  Missouri  intend  that  the  rules,  regulations,  and  law  s  promulgated  and  enacted  in  accordance  w  ilh  subsection  7  of  this 

section,  togellier  w  ith  the  olher  provisions  of  existing  state  law  ,  w  ill: 

 (U  Prevenl  the  distribution  ol  mariiuana  lo  persons  under  Iwenlv-one  years  of  age: 

 Q}  I'revenl  revenue  from  the  sale  of  mariiuana  from  going  to  criminal  enterprises,  gangs,  and  cartels: 

 L3j  I'revenl  Ihe  diversion  of  mariiuana  from  this  state  to  other  stales: 

 [4j  I'revenl  marijuana  activity  that  is  legal  under  slate  law  from  being  used  as  a  cover  or  pretcxl  for  the  trafficking  of  oilier  illegal  drugs  oi 

other  illegal  activity: 

 (5j  Prevent  violence  and  Ihe  use  of  firearms  in  the  cultivation  and  distribution  of  marijuana: 

 16J  I'revenl  dniggeil  driving  and  the  exacerbation  of  olher  adverse  public  health  consequences  associated  with  the  use  of  marijuana: 

 LZ)  I'revenl  Ihe  grow  ing  of  mariiuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers  posed  bv  mariiuana 

prodnclioii  on  public  lands: 

 l8j  I'rey  ent  the  possession  and  use  of  mariiuana  on  federal  properly :  and 

 (4)  l're\eni  Ihc  markeliiig  and  adverliscmeiil  of  mariiuana.  marijuana  products  mariiuana  exiracls.  mariiuana  paraphernalia,  or  mariiuana 

usage  111  those  under  Iwenly-one  years  ol  age 

i  I  Inless  llie  contexi  clearly  indicates  otherwise,  as  used  in  tliis  section.  Ihe  following  terms  have  the  lollowing  meanings: 

 Ijj  "Consumer"  means  an  individual  w  ho  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  mariiuana  products,  marijuana  cvtraels.  or 

niarliuana  paraphenialia  other  than  Ibr  the  purpose  of  resale 

 Ql  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  lo  another  of  mariiuana.  marijuana  products,  mariiuana  extracts,  or  marijuana 

paraphernalia,  whether  or  not  Ihere  is  an  agency  relationship,  and  includes  a  sale 

 til  "Denarlment"  means  the  deparlnieni  ol' health  and  senior  serv  ices,  or  any  successor  departmenl. 

 (4J  "Division"  means  the  division  of  alcohol  and  tobacco  control  w  ithin  the  departmem  of  public  safety,  or  any  successor  division  or 

department. 

 (il  "linlily"  includes  a  corporation,  prolessional  corporation,  iioiiprolit  eorporalioii.  cooperalive  corporalion.  profit  or  noiiprofil 

iiiiiiicorporaled  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limiled  liability  partnership,  joint  venture,  or  any  other 
legal  entity,  and  includes  a  governmeiu  subdivision  or  agency. 
 16J  "lixpuiigeahle  mariiuana  offense"  means: 

 (aj  I  he  nianulacture.  production,  possession,  or  use  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana 

paraphernalia:  or 

 LbJ  I  he  delivery,  possession  with  intent  to  deliver,  or  Irafl'icking  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or 

mariiuana  paraphernalia  lo  one  or  more  individuals  if  such  individuals  were  twenlv-one  years  of  age  or  older  at  Ihe  lime  oflhe  offense. 

 LZI  "I  air  niarkd  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  oflhe  product  is  not  less  than  the  price 

that  a  williii);  seller  would  accept  and  a  w  illiii'r;  buyer  would  nay  in  the  open  market  and  in  competition  with  other  similar  products. 

 ULl  "Household  exemption  limits"  means,  at  any  given  lime: 

 (aj  Six  marijuana  plants  and  twelve  ounces  of  usable  marijuana: 

 (hj  Sixteen  ounces  of  marijuana  products  in  solid  form:  and 

 (cj  Seventy-lwi)  ounces  ol' mariiuana  products  in  liquid  form. 

 !J^J  "Industrial  hemp"  means  Cannabis  Saliva  L.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

 ( 10)  "I  iceiisc"  means  an\  license,  periiiil.  registration,  consent,  or  aiithori/alion  issued,  ^ranled■  given,  or  olhervvise  made  available  hv  or 

under  the  authority  of  an\  stale  or  local  goveninienlal  hodv.  agency,  or  oHicial. 

 (III  "l  icensee"  means  any  person  who  holds: 

 taj  A  marijuana  license:  or 

 ihl  A  license  Issued  bv  any  stale  agency  for  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery 

of  industrial  hemp. 

 1 12)  "Maniilacltire"  means  Ihe  production,  preparation,  propagation,  compounding  or  processing  of  mariiuana  paraphernalia  or  of  mariiuana. 

inariiuana  products,  or  mariiuana  extracts,  either  directly  or  by  extraction  from  substances  of  natural  origin,  or  independently  bv  means  of  chemical  synthesis, 
or  hv  a  coniblnalion  of  extraction  and  chemical  svnlhesis.  and  includes  anv  packaging  or  repackaging  oflhe  suhslance  or  labeling  or  relabeling  of  ils  container 

 ilil  "Mariiuana"  means  all  parts  oflhe  plant  genus  Cannabis  in  any  species  or  form  thereof  whether  growing  or  not,  other  than  mariiuana 

exiracls. 

 1 141  "Mariiuana  extract"  means  a  product  obtained  bv  separating  resins  from  marijuana  by  solvent  extraction,  using  solvents  olher  than  water. 

vegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropy  l  alcohol,  elhanol.  and  carbon  dioxide 

 1 1 .5)  "Marijuana  license"  means  a  license  issued  bv  Ihe  division  lor  the  purchase,  sale,  manulactuiiiig.  production.  priK-essing.  transportation. 

or  delivery  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

 lIAI  "Mariiuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  anv  kind  which  are  used,  intended  for  use,  or 

designed  for  use,  in  planting.  pr(>pagaling.  cultivating,  growing,  harvesting,  manul'acliiring.  compounding,  converting,  producing,  processing,  preparing, 
storing,  containing,  concealing,  ingesting,  inhaling,  or  otherw  ise  introducing  into  Ihe  human  body  mariiiiaiia.  mariiuana  products,  or  mariiuana  extracts 

 1 17)  "Marijuana  products"  means  products  that  contain  mariiuana  or  mariiuana  extracts  and  are  inlended  for  human  consumption.  Marl  jiiaiia 

products  does  not  mean  marijuana  b\  itself,  or  a  mariiuana  extract  by  itself 

 ( IX)  "Marijuana  retailer"  means  a  person  who  sells  mariiuana.  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia  to  a 

consumer  In  tills  state 

 1 19)  "Person"  includes  any  individual  or  entity. 

 (20)  "Person  twenlv-t)ne  y  ears  of  age  and  older"  includes  anv  enlllv  in  w  hich  no  individual  under  twenlv-one  years  of  age  holds  a  direct  or 

indirect  Interest. 

 (21 )  "Produce"  or  "produclion"  includes  the  nianiifacture.  planting,  culllvatlon.  growing,  or  liiirvesting  of  marijuana,  marijuana  products. 

marijuana  exiracls.  or  marijuana  paraphernalia. 

 (22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  bul  is  not  liniilcd  lo.  hallyvays.  lobbies  and  other  parts 

of  apai  lmenl  houses  and  hotels  not  conslllulmg  riHims  or  apanmcnls  designed  for  aclual  residence,  and  highw  ays,  streets,  schools,  places  of  amusement,  parks, 
playgrounds  and  premises  used  in  connection  with  public  passenger  transportation. 

 1 23)  "Stale  law  "  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

 1 24)  "  fax"  means  anv  income,  gross  receipts,  excise,  stamp,  properly,  windfall  profit,  personal  properly,  sales,  use,  transfer,  value  added. 

eoiicession.  add  on  mininiuin.  or  other  lax,  fee,  assessment,  lew  ,  tariff,  charge,  or  duly  of  any  kind  whatsoever  imposed,  assessed,  or  collected  by  or  undyr  the 
autln>rity  ol  anv  governmental  bods  » 

 l2.s|  "I  Isable  inariiuana"  means  dried  marijuana  llowers  and  dried  mariiuana  leaves,  and  anv  mixture  or  preparation  lliereol 

i  l  Acepl  as  otherwise  provided  in  this  section,  no  state  law  shall: 


 LU  l'ri)liihil  iIk-  possession  or  iisc  of  niariiuaiiii.  iiuiriiiiaiia  prodncls.  marlkiana  cMracls.  or  niariiuami  piiraplicniulia  h\  pcrsmis  l\vcm\-onc 

years  ol  auc  and  older: 

 LU  I'rohihii  ilic  iransporlalion  or  delivery  orniariiuaiia.  niariiiiaiia  products,  niariiuana  exiraels.  or  marijuana  naraphemalia  h\  persons 

lwenl\-otie  \ears  of  aiie  and  older  lo  persons  iwenly-one  years  ol  a'^ie  and  older; 

 ill  I'rohihii  llie  nurcliase.  sale.  u)anulacturin'j.  produelion.  and  proeessini;  of  marijuana,  marijuana  products,  marijuana  exlracLs.  or 

niariiuana  paraphernalia  hv  persons  iwcniv-one  \ears  of  aiie  and  older: 

 (i!  I'rohihii  the  purchase,  sale,  nianufacluriim.  produelion.  processing.  Iransporlalion.  or  delivery  of  industrial  hemp;  or 

 ill  I'rovide  liir  Ihe  sei/ure  or  I'orleilure  of  any  property  used  in  eoniieclion  with  any  mirchase.  sale,  maiuifaclurin'j.  production,  proecssinu. 

iransporuiiioii.  delivery,  possession,  or  use  of  marijuana,  marijuana  nroducls.  maiiiuana  paraiiliernalia.  or  industrial  heiiin  if  such  nianufaclure.  production- 
delivery,  possession,  or  use  is  lawful  under  state  law. 
(v  Nolwitlislaiidinu  subsection  5  of  this  section,  a  state  law  may: 

 LU  I'rohihii  the  importation  and  exportation  of  marijuana,  marijuana  nnnliicts.  and  marijuana  exiraels  into  and  from  this  stale; 

 Ql  Prohibit  the  purchase,  sale,  manufacturiiit:.  production,  proeessini;.  or  delivery  ol  marijuana,  marijuana  products,  and  marijuana  eylracts 

in  or  on.  or  within  one  thousand  feel  of.  real  properly  coniprisiim  a  public  or  private  elementary  or  secondary  schwi.  public  vocational  schwi.  or  a  nublie  or 
private  coiunuinitv  colleue.  collci'e.  or  university  attended  primarily  h\  individuals  under  Iwenly-one  years  ol  age; 

 (il  Prohibit  the  oneratioii  of  a  vehicle,  walercralt.  aircrafl.  railroad  train,  or  any  similar  device  while  using  or  under  llic  inlliicncc  of 

marijuana; 

 li!  I'fohihii  the  use  of  mariuiana.  niariiuana  products,  and  niariiuana  extracts  in  a  public  place,  provided  however  that  Ihe  penalty  for 

violation  of  such  law  nia\  not  exceed  that  lor  an  inlraction; 

 Lil  I'rohibit  Ihe  purchase,  sale,  inanulaclurint:.  production,  processum.  transportation,  delivery,  or  possession  of  marijuana,  marijuana 

products,  and  marijuana  extracts  by  any  person  that  does  not  comply  wilh  any  rules,  regulations,  and  laws  proiiiulgaled  and  enacted  in  accordance  with 
subsection  7  ol'lhis  seclioii: 

 (iiJ  C'lassilv  the  peniiltics  lor  \iolalions  of  such  laws; 

 (2j  Impose  an  excise  tax  on  the  first  fair  iiiarkel  sale  of  all  niariiuana  produced  in  this  slate  at  a  rate  not  less  than  I'lflcen  percent  and  not 

more  than  ihiny  percent  ol  the  purcluisc  price.  I  he  additional  excise  lax  revenue  authorized  h\  this  section  shall  not  be  pan  of  the  •|olal  stale  revenue"  w  ithin 
Ihe  meaning  ol  sections  1 7  and  1 8  of  article  .\  of  this  constitution,  nor  subject  lo  additional  voter  approval  under  .section  18(e)  of  article  X  of  this 
coiislitulioii  In  addition.  Ilie  expendiUire  of  this  additional  rcvenne  shall  not  be  an  "expense  of  slale  aovernmenr'  under  scclioii  2(1  of  article  X  of  Ibis 
constiliilioii 

T  Subiecl  to  Ihe  provisions  of  subseclion  8  of  this  section,  on  or  before  .lime  1 .  20 1  .S.  the  division  shall  proniulgale  rules  and  regulations  thai  conlrol 

and  regulate  the  purchase,  sale.  manul'acUiring,  production,  processing.  Iransporlalion.  delivery,  possession,  and  use  of  niariiuana.  niariiuana  products, 
iiiarijiiaiui  extracts,  ami  marijuana  paraplienialia.  including  hul  not  liiiiiled  lo  rules,  regulalions.  and  laws  lhat: 

 [_|J  Reuuire  a  person  to  obtain  a  niariiuana  license  to  purchase,  sell,  maiiulacture.  protltice.  process,  transport,  or  deliver  niariiuana. 

niariiuana  products,  niariiuana  extracts,  or  marijuana  paraphernalia: 

 l2j  Provide  lor  the  collection  of  the  excise  lax  provided  in  paragraph  7  of  .subsection  6  of  this  section; 

 t3j  I'rovide  lor  the  enlbrcenient  of  such  laws  and  lor  the  exaininalion  and  inspection  of  the  books,  records,  and  premises  of  licensees; 

 [4J  Regulate  the  advertising  of  niariiuana,  marijuana  products,  niariiuana  extracts,  and  niariiuana  paranhenialia; 

 (i)  Provide  lor  the  receipt  and  transfer  of  all  funds  received  hv  Ihe  slale  from  the  excise  laxes  and  license  and  olher  fees  colleclcd  under 

such  laws,  as  l'olli>ws 

 mj  f  irst,  lo  Ihe  division,  an  aniouiU  lhal  Ihe  general  assembly  deems  necessary  for  the  division  lo  carry  out  Ihe  division's 

obligalions  under  such  laws,  including  a  rescrx  c  fund  lo  maintain  a  reasonable  working  cash  balance  for  the  purpose  of  carrying  out  such 
obligations; 

 [bj  Next,  the  reiiuiiiider  of  such  funds,  to  such  specific  transferees  as  the  general  assembly  may  deteniiiiie.  for  the  following 

piiiposes:  (i)  for  slale  and  local  law  enforcement  and  lirellghler  pensions  and  relirenienl  plans.  Iweiiu  -live  perceiil:  (ii)  for  public  insliuilions  of 
elementary  and  secondary  education,  iwenly-tlve  percent:  (iii)  tor  menial  health  and  substance  abuse  programs,  twenty  percent,  (iv)  lor  cities  and 
counties,  lineeii  percent:  and  (vl  for  public  insliliilions  of  higher  education  or  lor  scholarships  to  attend  such  instiliilions.  filieen  perceni;  and 

 JcJ  All  moneys  appropriated  by  the  general  assembly  from  the  excise  taxes  autliori/ed  in  paragraph  7  of  subsection  6  of  lliis 


section  shall  provide  additional  funds  lor  Ihe  purposes  enumeraled  above  and  nol  replace  exisling  funding 

 [hy  l.iniil  Ihe  ainouni  of  luarMuaiia.  marijuana  products,  or  marijuana  extracts  lhal  a  person  olher  lhan  a  licensee  may  possess  al  any  given 

lime,  provided  however  thai  the  penally  for  violalioii  of  such  law  may  not  exceed  that  for  an  infraction  lor  the  first  violation  and  a  niisdenicanor  for  any  second 
or  suhseiiiient  violation. 

X,  No  slate  law  or  conibinalion  ol' state  laws  shall: 

 jjj  lixcept  for  the  tax  provided  in  paragraph  (7)  of  subseclion  6  of  this  section,  impose  any  tax  on  mariiuana.  marijuana  products,  niariiuana 

extracts,  or  transactions  in\ olving  niariiuana.  niariiuana  protlucts.  or  niariiuana  extracts  that  is  not  imposed  on  olher  products  generally; 

 (2j  l  imit  the  aiiiouiits  of  niariiuana,  niariiuana  producls.  or  niariiuana  extracts  lhal  a  person  olher  than  a  licensee  may  possess  at  aiiv  given 

time  to  amounts  less  than: 

 [a]  Six  niariiuana  plants  and  twelve  ounces  of  usable  marijuana; 

 Sixteen  ounces  of  mariiuana  producls  in  solid  Ibriii; 


 (c}  Sevent\-two  ounces  ol  niariiuana  products  in  liquid  form:  and 

 td)  One  ounce  of  marijuana  extracts. 

 Lil  Limit  the  aggregate  number  of  licensees  that  may  hold  mariiuana  licenses  or  the  aggregate  niiiiiber  ol  marijuana  licenses  lhal  may  be 

granted,  provided  however  that  the  number  of  licensed  mariiuana  retailers  in  a  county  may  be  limited  to  no  fewer  lhan  one  marijuana  retailer  per  2,500 
iiihahilaiits  iii  such  county,  according  U)  the  most  recent  census  of  the  United  Stales: 

 til  l  imit  the  number  of  niariiuana  licenses  lhat  may  be  granted  lo  or  held  by  the  same  person; 

 !.5j  Pr(iliihit  the  same  person  from  being  granted  or  holding  one  or  more  different  types  ol  niariiuana  licenses; 

 L&J  Prohibit  a  person  from  being  granted  or  holding  a  inariuiana  license  because  the  |Krson  or  any  individual  who  owns  a  direct  or  indirect 

interest  in  Ihe  person  is  not  organized  in  or  a  resident  of  this  state: 

 tXl  Prohibit  a  person  l'r<Mii  being  granted  or  holding  a  marijuana  license  because  Ihe  person  or  an\  individual  who  owns  a  direct  or  indirect 

inlerest  in  the  person  has  been  convicted  of  violating:  (il  any  non-discretioiiarv  expungcable  inari|iiaiia  offense  in  paragraph  ( 1 )  or  |2I  of  subsection  ( 14)  of  this 
section;  or  lii)  any  mariiuaiia-relaled  olTcnse  that  has  been  expunged; 

 (XJ  Rei|uire  an  individual  lwen|y-<ine  years  of  age  or  older  lo  obtain  any  license  lo  possess  or  use  marijuana,  niarijuana  products,  marijuana 

exiraels  or  marijuana  paraphernalia; 

 (yj  Kequire  a  consumer  twcnlv-onc  vcars  of  age  or  older  lo  obtain  any  license  lo  purchase  niariiuana.  niariiuana  producls.  marijiuina 

extracis.  or  mariiuana  paraphernalia  from  a  licensed  niariiuana  retailer; 

 ( III)  Kequire  an  individual  Ivseiily-oiie  years  of  age  or  older  lo  obtain  xn\  license  lo  deliver  niarijuana,  niarijuana  products,  marijuana 

extracts,  or  marijuana  pitrapliemalia  for  no  consideration  lo  an  individual  Iwenlv-one  y  ears  of  age  or  <ilder  if 

 tal  I  he  mariiuana,  niariiuana  producls,  marijuana  exiraels,  or  marijuana  paraphernalia  were  purchased  from  a  licensed  niariiuana 

relailer;  or 

 .  (jy  file  marijuana  or  mariiuana  nroducls  were  maiiul'aclured  or  processed  by  a  person  wilhoul  a  license  in  accordance  wilh 

paragraph  (12)  ol'lhis  subseclion: 

 (III  Require  any  mariiuana  relailer  lo  record  Ihe  name  or  any  olher  personally  identifiable  information  of  any  consumer  tyveiilv-onc  years  of 

age  or  older, 

 ( 12)  Require  a  person  tyventy-one  years  of  age  or  older  to  obtain  any  license  or  pay  any  lax  to  manufacture  or  process  niariiuana  or  maiiiuana 

products  at  a  household  lor  noncommercial  personal  use  if  the  aggregate  amounts  of  such  mariiuana  and  niariiuana  products  al  the  household  do  not  exceed  the 
household  exeiiiplion  limits;  or 

 ( 1.^)  I'rovide  that  the  penally  for  manufacturing  more  than  the  luiniber  of  mariiuana  plants  that  may  be  maniil'actured  yvilliout  a  license  under 

paragraph  1 12)  ol  this  subsection  may  not  exceed  that  tor: 

 (aj  An  infraction,  il  llie  violation  is  a  first  violation  and  the  number  of  niarijuana  plants  is  not  more  than  double  Ihe  luiniher  of 

mariiuana  plants  lhal  may  be  manufactured  wilhoul  a  license; 
 (bj  A  misdemeanor,  if  the  violation  is  a  first  violation  and  the  number  of  niarijuana  plants  is  more  than  double  but  not  more  than 

quadruple  the  number  of  mariiuana  plants  that  may  be  iiianul'actured  yvilliout  a  license;  or 
 (cj  A  misdemeanor,  if  (i)  the  violation  is  a  second  violalioii:  (ii)  yvilh  respecl  lo  Ihe  firxl  violalion.  Ihe  number  of  niarijuana 

plants  was  not  more  than  double  Ihe  iiuniher  of  mariiuana  plants  that  may  be  manufactured  without  a  license;  and  I  iii)  with  respect  lo  the  second 

violation,  the  number  of  mariiuana  plants  is  not  more  lhan  double  llie  number  of  marijuana  plants  lhal  may  he  niaiuifacliired  yvilhoul  a  license:  or 

 1 14)  Make  the  oyvnership  or  operation  of  a  licensed  business  that  iiiaiuil'acturcs,  produces,  or  delivers  marijuana,  mariiuana  products, 

mariiuana  extracts,  or  niarijuana  paraphernalia  in  this  slale  so  burdensome  lhat  il  yvoiild  be  iinpracticahle  for  a  prudent  business  person  lo  organize  or  conduct 
the  business. 

'i,  On  or  before  .lune  I.  20 1. S.  the  department  shall  promiilgale  niles  and  regulalions.  and  the  general  assembly  may  enact  laws,  that: 

 LU  Permit  individuals  yy  ith  a  medical  condition  who  may  benefit  from  the  medical  use  of  mariiuana.  marijuana  products,  and  marijuana 

extracts  to  he  able  to  discuss  I  reeK  with  their  doctors  the  possible  risks  and  benefits  of  medical  marijuana  use  and  lo  have  the  benefit  of  llieir  doctor's 
professional  advice; 

 (2J  Periiiil  individuals  suffering  from  a  medical  condition  to  be  allowed  to  use  mariiuana.  mariiuana  producls.  and  niarijuana  extracis 

y\  ilhoiil  being  subiecl  lo  civil  or  criminal  penalties  when  their  doctors  advise  thai  such  use  may  provide  a  medical  benefit  to  them  and  yvhen  other  reasonable 
rcslriclioiis  are  iiiel  regarding  lhal  use:  and 


Lil  I'ri'VKlc  ibal  no  iiiJiviJiial  under  cialileeii  \ciirs  ol  ai;c  shall  he  ;illo\\cd  in  use  mariiuaiiii.  iiiari|uuii;i  priHlucls.  or  mariiiuiiui  cvlnicis  liir 

mcdital  purposes  unless  ihc  indiv  idual's  cusUHlial  parent  or  legal  uuardian  willi  rcsponsihililv  I'oi  Ihc  inJividiial's  hcallh  care  decisions  consenls  lo  snch  use. 
ML  No  licensed  doelor  nia\  he  suhieeled  lo  any  criminal  or  civil  penalls  or  lo  any  discipline  hv  any  slale  lieensiiii;  division,  hoard,  or  commission,  lor: 

LL)  .\d\  isinu  a  person  whom  ihe  doclor  has  diauiiosed  as  liaviiiti  a  medical  coiidilion.  or  a  person  who  llie  doclor  knows  lias  heen  so 

diagnosed  h\  aiiollier  licensed  doctor,  ahoiil  ihe  risks  and  henellls  til' medical  use  ol'iiiariiuana  or  lhal  Ihc  medical  use  oi'mariuuina  may  niilipale  llie  svinploins 
or  eireets  ol  the  person  s  medical  coiidiliim.  provided  llie  advice  is  based  on  Ihe  doctor's  personal  assessnieni  ofllic  person  s  medical  history  and  curreni 
medical  coiidilion.  or 

Lll  I'rovidint!  am  wrilleii  documentation  thai  evidences  or  conl'irms  such  advice  and  assessment. 

LL  I  he  division  is  directed  and  aiilhori/ed  lo  enforce,  administer,  and  make  rules  and  ret!ulatioiis  thai  arc  not  ineoiisislenl  with  this  section. 

12,  1  he  department  is  directed  and  authorized  lo  enl'oice.  administer,  and  make  rules  and  remilalions  that  are  not  inconsistent  with  this  section 

Ji  I  he  ueneral  assembly  niav  enact  lavss  that  control,  reaulate.  and  ta\  the  manulactiire.  production,  and  deliven  of  industrial  hemp  Any  additional 

lax  revenue  aiithori/'ed  by  this  section  on  llie  iiiamiraclure.  production  and  delivery  of  industrial  hemp  shall  not  be  part  ol  the  'total  slale  revenue"  within  Ihe 
iiieaninu  ol  sections  17  and  IX  of  article  \  of  this  conslilulion.  nor  suhiecl  to  additional  voter  approval  under  section  I8le)  of  article  X  of  this  eonslilulion.  In 
addition.  Ihe  espenditure  ol  any  additional  revenue  shall  not  be  an  •  expense  of  slale  governmeiil"  under  section  20  of  article  X  of  Ibis  consliUili»n. 
14  C'oiiviclions  of  mariiuana  ofleiises  shall  he  expungeable  as  follows: 

 (U  An  individual  who  has  plead  uuilly  to  or  has  heen  con\  ieted  of  violatinu  any  expiinueable  marijuana  oflense.  and  who  was  twenty-one 

years  of  asie  or  older  at  Ihe  time  of  the  offense,  may  apply  to  the  court  in  w  hich  he  or  she  was  scnieiiced  lor  an  order  lo  expunge  all  official  records  of  his  or  her 
arrest  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review,  that  such  individual  has  plead  iiiiillv  to  or  has  heen  convicted  of  an  cxpunucahle 
niariliiaiia  ollensc.  the  court  shall  enter  an  order  of  expunuenient  An  individual  shall  be  entitled  to  one  or  more  expiingeiiienis  pursuant  lo  this  paratiraph  1 1 ) 

 L2J  Alter  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  miilly  to  or  has  been  convicted  of  violaling  any  exniiimeahle 

mariiiiana  oflense  lor  the  first  lime,  and  who  w  as  under  Iwentv  -one  years  of  age  at  the  lime  of  the  offense,  and  w  ho  since  such  coiiviclion  has  not  been 
convicted  ol  an\  other  iiiariiuaiia-relaled  olVensc.  may  apply  lo  the  coun  in  which  he  or  she  was  sentenced  Ibr  an  order  lo  expunge  all  ol'llcial  records  of  his  or 
her  arrest,  plea,  trial  and  conv  iclion  If  the  court  determines,  upon  review  ,  lhal  such  individual  has  not  been  convicted  of  any  other  mariiiiana-relaled  ol'tense  al 
the  lime  ol  the  application  for  expunuenient.  the  coiirl  shall  enter  an  order  of  expuimemeiil 

 Li)  .An  individual  who  has  plead  uuilly  lo  or  has  heen  convicted  of  violatini:  am  expungeable  marijuana  olTense  that  is  not  expungeable 

under  paragraphs  ( 1 1  or  (2|  ol  this  suhseelion  may  apply  to  the  court  in  which  he  or  she  was  sentenced  lor  an  order  lo  expunge  all  oHlcial  records  of  his  or  her 
arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review,  that  an  expungement  is  in  the  interests  of  lustice.  the  court  may  enter  an  order  ol 
expungement  An  individual  may  be  entitled  to  one  or  more  expungements  pursuant  lo  this  paragraph  [.<) 

 (jj  Ihe  effect  of  an  order  of  expungement  shall  he  to  restore  the  applicable  imlividual  lo  the  slatus  he  or  she  occupied  prior  to  such  arrest. 

plea  or  conviction,  as  if  such  event  had  never  happened.  No  individual  as  lo  whom  such  order  has  heen  entered  shall  be  held  thereafter  under  any  provision  of 
am  law  to  be  guilty  ot  periurv  or  iilliervsise  giving  a  false  statement  by  reason  of  his  or  her  failure  lo  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction 
or  expungement  in  response  lo  an\  iiu|uirv  made  of  him  or  her  lor  any  purpose  w  halsoever. 

1 5.  No  contract  shall  he  unenlorceable  on  the  basis  thai  manufacturing,  producing,  delivering,  possessing,  or  using  marijuana,  marijuana  products. 

mariiuana  extracts,  mariiuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law 
Ki.  Nothing  in  this  seclion  shall  he  construed: 


 UJ  lo  amend  or  afleci  in  any  yyav  any  stale  or  federal  la\y  pertaining  to  emplovnieiit  matters; 

 tlJ  l  o  amend  or  affect  in  am  wav  any  stale  or  federal  law  pertaining  to  laiidlord-lenani  matters; 

 (3j  I  o  amend  or  affect  in  any  wav  any  state  or  federal  layv  thai  pennits  an  invner.  lessor,  or  lessee  of  real  property  or  any  other  person  who 

has  a  legal  estate  in  real  property  Irom  prohibiting  ilie  manufacture,  production,  delivery,  possession,  or  use  ol  niarijuana  on  such  real  properly; 

 til  fo  amend  or  affect  in  any  wav  any  state  law  pertaining  lo  the  operalion  of  a  vehicle,  watercraft.  aircraft,  railroad  train,  or  any  similar 

device  while  using  or  under  the  inllucncc  of  mariiuana. 
 (5J  lb  reciuire  a  person  lo  violate  a  federal  law;  or 

 (.6)  l  o  exempt  a  person  from  a  federal  law  or  ohslriicl  the  enliircement  of  a  federal  law. 

LT  If  any  subsections,  paragraphs,  phrases,  or  yvords  ol  this  seclion  shall  be  held  unconslitiilional.  void,  or  illegal,  either  on  Iheir  face  or  as  applied,  the 


applicability,  constilulionalilv.  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases,  and  words  of  this  seclion  shall  not  be  alTecled.  l  o  lhal  end, 
the  subsections,  paragraphs,  phrases,  and  yvords  of  ihis  seclion  are  intended  ti'  he  severable  It  is  hereby  declared  to  he  Ihe  intent  of  this  seclion  lhal  each  and 
every  subsection,  paragraph,  phrase,  and  yyord  of  this  section  yvould  have  heen  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs, 
phrases  or  yvords  of  this  seclion  is  held  iiiiconstilulional.  void,  or  illegal. 

IS.  I  he  provisions  of  subsections  2.  .>.  4.  6.  7. ').  10.  II.  12.  13.  14.  \>.  16.  I7.and  18  of  this  section  and  paragraphs  1 1 ).  (2).  and  (5)  of  subsection  of 

this  section  shall  heeome  effective  on  lanuary  1 .  2111 5.  Ihe  provisions  of  siibsections  I  and  8  of  this  seclion  and  paragraphs  O)  and  (4)  of  subsection  5  of  Ihis 
section  shall  become  effective  on  June  I.  21)1. s   All  stale  laws  lhal  are  Inconsistent  with  any  provision  ot  paragraph  1 1 ),  (2).  or  l.s)  of  suhseelion  5  of  this 
seclion  shall  no  Kinger  remain  in  lull  force  and  effect  on  and  alWr  January  I.  2l)l.s   All  state  layvs  lhal  are  ineonsisleni  with  any  provision  of  subseclioiis  I  or  8 
of  this  seclion  or  paraj!iaph  (^)  or  t4)  i>l  subsection  5  of  this  section  shall  no  longer  remain  in  lull  Ibree  and  effect  on  and  aller  June  I.  21)15.  All  of  Ihe 
provisions  of  this  section  shall  be  self-enforcing 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2013 


RECEIVED 

DEC  0  4  2013 

STATE  AUDITORS  OFF/CE 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  I,  version  7  (2014-074) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Secfion  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 1 0 1 
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County  

Page  No. 


Il  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provi^nsrof  sefU-ioji  560.02 1 ,  RSMo,  to  the  contrary,  for  a  term  of 
impri.sonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine'riot  to  e)i;ceed'ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  I'Sr  vwn,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
.same  measure  for  the  .same  election,  or  to  sign  a  petition  wUtd  [lltb  peSoii|"k'tJo§i  jj^r  she  is  not  a  registered  voter. 

INITIATIVE  PETITION^ 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  st^te  of  Missouri:  (yi  j^ 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis), 


respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Mis.souri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November,  2014,  and  each  for 
himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMi; 
(SifiniiHirc) 

Datc 
Signed 

Ri:UlS  1  I  KUtI  VOriNU  AtlDKLSS 
(.Slrccl,  No  PO  Boxes)        (Cily,  Town  or  Village) 

Zip 
Code 

Cong. 
Dist. 

NAMi; 
(Printed  or  typed) 

1. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

0. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 
,  A.D.  


Notar>'  Public  (Seal) 


Signature  of  Notary 
Address  of  Notary: 


My  commission  e.xpires 


NO  TIC"!  :        iirc  iicl\  iscil  ihiil  llic  pr.iposcd  consliliitiDnal  anK-nclnn;nl  may  change,  repeal,  or  modify  by  implicalion  or  may  be  construed  by  some  persons  lo 
chani-c.  repeal  or  modilV  by  implicalion,  the  following  provisions  ol  lhc  Conslilution  of  Missouri—  Sections  9,  10,  14,  15,  .11  &  32  ol"  Article  1:  Sections  36, 
3')  &  .?')(a)  of  Article  111;  Sections  7,  12,  1 5,  22,  23,  27(a)  & -18  of  Article  IV;  Sections  14,  18  &  24  of  Article  V; , Section  IX(d)  of  Article  VI;  Section  I  and  4 
ol  Article  VII;  Sections  2  of  Article  VIII;  .Sections  3(a),  7,  and ')(b)  of  Article  IX;  Sections  1,  2.  3,  4(a),  (>.  I()(b),  17,  18,  IS(e),  19,  20  &  24  of  Article  .\  and 
Section  2(b)  of  Article  .\  1 1 


lie  it  resohvil  hy  the  peiiple  iij  thc  stale  iif  Missouri  thai  ihe  ( 'oiisiiiiiiion  he  iiiiieiicleJ: 
One  new  section  is  adopted  to  he  known  as  Article  I.  Section  3,^(3)  and  to  read  as  follows: 


1  ;  C  iti/cns  over  the  urc  ol  twentN-one  years  shall  have  the  riuhl  to  cntiage  in  the  production,  sale,  distribution,  and  consumption  of  niariiuana  and  the 

maiiuliieture  of  uoods  from  hemp,  subject  lo  reasonable  regulations  adopted  bv  the  state  i-ovemmcnt  pursuant  to  this  section. 
i  I  he  nurnoses  of  this  section  arc: 

 LU  l  o  proniiite  the  vital  state  interest  in  the  reuulation  of  the  sale  and  distribution  ol  inariiuana  in  order  to  combat  illegal  inideraee  use  of 

mariiuanii.  and  achieve  other  miportani  state  policv  g<ials  such  as  maintaining  an  orderly  marketplace  composed  of  state-licensed  marijuana  producers, 
distributors,  and  retailers; 

 til  I  o  eliminate  the  problems  caused  bv  Ihe  prohibition  and  uncontrolled  criminal  manufacture,  production,  deliverv.  and  possession  of 

marijuana  wilhiii  this  state; 

 Jll  fo  prevent  the  production,  sale,  distribution,  and  recreational  consumption  (d  niariiuana  bv  those  under  twenty -one  years  of  age,  as  the 

consuniplion  of  niariiuana  noses  particular  ha/ards  lo  minors,  whose  brains  are  still  in  a  stale  of  development; 

 lil  I  o  legali/c  under  state  law  Ihe  use  of  marijuana  bv  individuals  who  arc  suffering  from  a  medical  condition  when  their  doctors  advise 

that  such  use  may  provide  a  medical  heiient  to  llicm; 

 !iJ  To  raise  la.\  revenue  from  Ihe  production  and  sale  of  marijuana,  and  to  allocate  such  revenue  for  state  and  local  law  enforcement  and 

rirelighiei  pensions  and  retirement  plans,  for  elenicnlarv.  secondary,  and  higher  education,  Ibr  the  cities  and  counties  of  this  state,  lor  menial  health  and 
substance  abuse  programs,  and  for  the  division  for  the  purposes  of  enforcing  regulations  upon  the  sale  and  distribution  of  niariiuana  authori/ed  bv  this  section: 

 !Al  I  o  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  lo  regulate  industrial  lienip  under  stale  law 

in  a  manner  .separate  and  apart  l'r(mi  the  regulation  of  niariiuana; 

(7)  To  legalize  under  state  law  the  manulaclure.  production,  possession,  and  use  of  inariiuana  by  persons  twenty -one  years  of  age  and  older: 


JJi!  To  legalize  under  stale  law  the  deliverv  of  marijuana  bv  persons  twenty-one  years  of  age  iind  older  to  persons  twenlv-onc  years  of  age 


and 

and  older. 

i  I  he  people  of  Ihe  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordiince  w  ith  subsection  7  of  this 

section,  together  with  the  oilier  provisions  of  existing  slate  law,  w  ill: 

 111  Prevent  the  distribution  of  marijuana  lo  persons  under  twenty-one  years  of  age; 

 (2j  Prevent  revenue  from  the  sale  of  marijuana  from  going  lo  criminal  enterprises,  gangs,  and  cartels; 

 {Al  Prevent  the  diversion  of  marijuana  from  this  slate  lo  other  stales: 

 iil  Prevent  marijuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the  trafficking  of  other  illegal  drugs  or 

olliei  illegal  activity  : 

 (Ai  Prevent  violence  and  Ihe  use  of  firearms  in  Ihe  cultivation  and  distribution  of  marijiiiina: 

 (6)  Prevent  drugged  driving  and  Ihe  exacerbation  of  oilier  adverse  public  health  coiiscc|uences  associated  with  the  use  ol  inariiuana: 

 111  Prevent  the  grow  ing  of  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers  posed  bv  niariiuana 

production  on  public  lands; 

 01)  Prevent  the  possession  and  use  of  niariiuana  on  federal  property;  and 

 Prevent  the  marketing  and  advertisement  of  mariiuiuia.  niariiuana  products,  marijuana  extracts,  niariiuana  paraphenialia,  or  marijuana 

usage  to  those  under  Iwenly-oiie  sears  (>l  age 

i  Unless  the  context  clearly  mdicates  otherwise,  as  u.sed  in  this  section,  the  following  terms  have  the  following  meanuigs: 

 UJ  "C  onsumer"  means  an  individual  who  purchases,  acquires,  invns.  holds,  or  uses  niariiuana,  mariiuaiia  protluels.  niariiuana  extracts,  or 

mari|uana  paraphernalia  other  than  lor  the  purpose  of  resale 

 i2j  "Deliver"  or  "deliverv"  means  the  transfer  from  one  person  to  another  of  niariiuana.  niariiuana  products,  marijuana  extracts,  or  inariiuana 

paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  nicludes  a  sale. 

 l3j  "Department"  means  Ihe  department  of  health  and  senior  services,  or  any  successor  depanmenl. 

 lAl  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  dcparlnicni  of  public  safety,  or  any  successor  division  or 

deparliiieiil. 

 Li!  "f-iuily"  includes  a  corporation,  professional  corporation,  noiiproni  corporation,  cooperative  corporation,  profit  or  nonprofit 

unincorporated  association,  business  Irusl.  limilcd  liability  company,  general  or  limited  partnership,  limited  liability  partnership,  joint  venture,  or  any  other 
legal  cntitv,  and  includes  a  government  subdivision  or  agency 
 {ttl  "lixpiingeable  marijuana  offense"  means: 

 [aj  I  he  manufacture,  production,  possession,  or  use  of  marijuana,  inariiuana  products,  niariiuana  extracts,  or  niariiuana 

paraphernalia:  or 

 (bj  I  he  deliverv,  possession  with  intent  lo  deliver,  or  trafficking  of  niariiuana.  niariiuana  prixlucls,  niariiuana  extracts,  or 

niariiuana  paraphenialia  to  one  or  more  individuals  if  such  individuals  were  twenty-one  years  of  age  or  older  at  the  lime  of  Ihe  olTense 

 LD  "l  air  market  sale"  means,  w  ith  respect  lo  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the  product  is  not  less  than  the  price 

that  a  willing  seller  would  accept  and  a  willing  buyer  wiiiild  pay  in  the  open  market  and  in  conipetilion  with  other  similar  products. 

 L8J  "I  louscliold  exemption  limits"  means,  al  any  given  time: 

 (Jl)  l-ighl  marijuana  plants  and  sixteen  ounces  of  usable  marijuana: 

 tbj  Sixteen  ounces  of  inariiuana  products  in  solid  form:  and 


 tcj  Scveiitv-two  ounces  of  inariiuana  products  in  lic|iiid  form 

 (9)  "Industrial  hemp"  means  C  annabis  Saliva  I.,  containing  no  greater  than  one  percent  tetrahydrocannabinol 

 (10)  "l  icense"  means  any  license,  periiiil,  registralion,  consent,  or  authorization  issued,  granted,  given,  or  olIieAvise  made  available  bv  or 

under  the  authority  of  am  slate  or  local  goveniiiiental  body  ,  agency,  or  official. 

 (II)  "I  iceiisee"  means  any  person  who  holds: 

 (aj  A  niariiuana  license:  or 

 (bJ  A  license  issued  bv  any  slate  agency  for  the  purchase,  sale,  maiiufacliiriiig,  production,  processing,  transportation,  or  deliverv 

of  industrial  hemp 

 1 12)  "Maniifacliire"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  niariiuana  paraphenialia  or  of  marijuana, 

inarijuana  products,  or  inariiuana  extracts,  either  directly  or  by  extraction  from  substances  of  natural  origin,  or  independently  by  means  of  chemical  synthesis, 
or  bv  a  combination  of  extraction  and  chemical  svnlhesis,  and  includes  any  packaging  or  repackaging  of  Ihe  substance  or  label  mg  or  relabeling  of  its  container. 

 (13)  "Marijuana"  means  all  parts  of  Ihe  plant  genus  Cannabis  in  any  species  or  form  thereof  whether  groyving  or  not,  other  than  nian|uaiia 

extracts 

 ( 14 1  "Marijuana  extract"  meiuis  a  prodiicl  obtained  bv  separaling  resins  from  marijuana  bv  solvent  extraction,  using  solvents  other  than  water. 

vegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexanc,  isopropvl  alcohol,  elhanol,  and  carbon  dioxide. 

 ( 1.'')  "Mariiuaiia  license"  means  a  license  issued  by  the  division  for  the  purchase,  sale,  manufacturing,  production,  processing.  Iransportalion, 

or  delivery  ol  niariiuana.  marijuana  products,  niariiuana  extracts,  or  marijuana  paraphernalia. 

 (  U))  "Marijuana  paraphernalia"  means  all  ei|uipnienl,  products,  substances  and  materials  of  any  kind  yvhich  are  used,  intended  lor  use,  or 

designed  lor  use,  in  planting,  propagating,  cultivating,  groyying,  harvesting,  manufacturing,  compounding,  converliiig.  producing,  processing,  preparing, 
storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise  introducing  into  the  liuiiian  body  nianjuana,  niariiuana  products,  or  marijuana  extracts 

 (17)  "Marijuana  products"  means  products  thai  contain  niariiuana  or  marijuana  extracts  and  are  intended  for  liuiiiaii  consumption.  Marijuana 

products  does  not  mean  niariiuana  by  itself,  or  a  marijuana  extract  hy  itself. 

 (18)  "Mariiuaiia  retailer"  means  a  person  who  sells  niariiuana.  mariitiana  products,  marijuiina  extracts,  or  marijuana  paraphernalia  to  a 

consumer  in  this  suite 

 (19)  "Person"  includes  any  individual  or  entity 

 (20)  "Person  |yventv-one  years  of  age  and  older"  includes  any  enlitv  in  which  no  individual  under  tyvenlv-one  years  of  age  holds  a  direct  or 

indirect  interest. 

 (21 )  "Produce"  or  "production"  includes  the  manufiiclure.  planting,  cultivation,  growing,  or  harvesting  of  niariiuana.  mariiuana  products. 

inariiuana  extracts,  or  marijuana  paraphernalia 

 (22)  "Public  place"  means  a  place  to  yvhich  the  general  public  has  access  and  includes,  but  is  not  liniiled  to,  hallways,  lobbies  and  other  parts 

of  apartment  hotises  and  hotels  not  constiluling  riHinis  or  apartments  designed  for  actual  residence,  and  higlnvavs,  streets,  schools,  places  of  amusement,  parks, 
playgrounds  and  premises  used  in  connection  with  public  passenger  transportation 

 (23)  "Stale  layy"  means  aii\  state  or  local  layv,  regulation,  rule,  charter,  ordinance,  or  other  govenimenlal  action. 

 (24)  "  I  ax"  means  any  inconie,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  properly,  sales,  use,  transfer,  value  added, 

concession,  add  on  niiiiinium,  or  other  lax,  tec,  asscssmciit,  levy,  tariff  charge,  or  duly  of  any  kind  yyhatsoever  imposed,  assessed,  or  collected  by  or  imder  the 
authority  of  any  governmental  body 

 (25)  "I  Isablc  niariiuana"  means  dried  niariiuana  Mowers  and  dried  inariiuana  leaves,  and  any  mixture  or  preparali<in  thereof         .  < 

i  l-xcepi  as  otherwise  provided  in  this  section,  no  state  layv  shall: 


 LU  I'rohihil  ilic  possession  iir  use  ol  niariiuaiiii.  imirimiina  protlHcis.  niiiriiiiiiiia  cMracls.  or  niariiuaiia  pitraplicmalia  hv  pcrsmis  iwcmv-nne  > 

\  ears  of  aue  and  older: 

 Li)  I'roliihil  the  iransponalion  or  delivers-  oriiuiriiu.ma.  niariiuanii  products,  inarijuana  c\lracls.  or  mariiuana  parapliemalia  bv  persons 

mcnl\-one  \ears  ol  aue  ami  older  Id  persons  iwentN-one  years  ol  age  and  older: 

 LLl  I'roliihil  llie  purchase,  sale,  niaiiulaclurin'.;.  produclion.  and  nrocessina  ol  niariiiiana.  niariiuiina  producls.  niariiuiina  extracts,  or 

niarijiiana  paraphernalia  hv  (Krsons  meiil\-iine  vears  ol  aiie  and  older: 

 lil  Prohihit  the  nurchase.  sale,  inaiuilacturiiiy.  produclion.  processiiiji.  Iransponalion.  <ir  delivery  of  industrial  hemp:  or 

 Lil  I'rox  idc  li^r  the  seizure  or  lorleiture  ol  an\  pronerlv  used  in  coiineclinn  wilh  an\  purchase,  sale,  nianulactiirint;.  production,  processing. 

Iransnortalion.  delivery,  nossessmn,  or  use  of  marijuana,  mariiuana  products.  n)ariiu;uia  naraphernalia.  ot  industrial  hemp  i I  such  nianulaclure.  nroduclion. 

delivery,  possession,  or  use  is  lawful  under  stale  law. 

(y  Nolwilhstandint:  suhseclion  5  of  this  section,  a  slate  law  niav: 

 LU  Prohibit  the  ininorlalion  and  exixirtalion  of  iiuirijuana.  mariiuana  products,  and  marijuana  extracts  into  and  from  this  slate: 

 lil  I'roliihil  the  purchase,  sale,  niaiuifacluriim.  produclion.  proccssini;.  or  cicliven  ol  mariiuana.  niariiunna  producls.  and  mariiuana  extracts 

in  or  on,  or  w  ithin  one  thousand  feet  of.  real  pro[KTt\  coniprisint;  a  public  or  private  clemenlary  or  secondary  schiM)!,  public  vocalioiial  scliotil.  or  a  public  or 
private  coiiiiiiunilv  college,  collctfc.  or  universilv  alteiided  primarily  by  individuals  under  twenlv-ouc  years  of  aue: 

  (.^1  Prohibit  the  operation  of  a  vehicle,  watercrall.  aircraH.  railroad  train,  or  any  similar  device  while  iisini;  or  under  the  inlliience  of 

marijuana: 

 Li!  Prohibit  the  use  ol  iiiarijuana.  marijuana  producls.  and  iiiarijuaiia  extracts  in  a  public  place,  provided  however  that  Ihc  penally  for 

violation  ol  such  law  mas  not  exceed  that  Ibr  an  iiilhiclion: 

 L5J  I'rohihil  the  purchase,  sale,  nuuuifacliirini!.  nroduclion.  proccssins;.  transportation,  delivery,  or  possession  of  marijuana,  marijuana 

producls.  iuid  mariiuana  extracts  b\  an\  person  that  does  not  comply  with  ailv  rules,  reaulalions.  and  laws  promulpaled  aiid  enacted  in  accordance  w  ith 
suhseclion  7  of  this  section: 

 {h}  Classify  the  penalties  lor  violations  of  such  laws: 

 LZl  Impose  an  excise  lax  on  the  first  fair  market  sale  of  all  marijuana  produced  in  this  slate  at  a  rate  not  less  than  lifleeii  percent  and  not 

more  than  lhin\  percent  of  the  purchase  price.  I  he  iiddilional  excise  tax  revenue  aullioriwd  by  this  section  shall  not  he  pan  of  the  "total  slate  revenue"  within 
the  meaninu  of  sections  17  and  IX  of  anicle  X  of  this  constitution,  nor  suhiect  to  additional  voter  approval  under  section  IX(e)  of  article  X  of  this 
eonslitulioii.  In  addition,  the  expendilure  of  this  additional  revenue  shall  not  be  an  "expense  of  slate  governmenl"  under  section  21)  of  article  .\  ol  this 
constitution 

7  .Subject  to  the  provisions  of  subsection  8  of  this  section,  on  or  before  June  1 .  201 5.  the  division  shall  proniuleale  rules  and  repulations  thai  control 

and  reiiulatc  the  purchase,  sale,  maiiulacliirinu,  production,  processinu.  transporlalioii.  delivery,  possession,  and  use  of  marijuana,  mariiuana  products, 
marijuana  extracts,  and  marijuana  paraphernalia,  incliidine  hut  not  limited  to  rules,  regulations,  and  laws  thai: 


.  ( I )  Reuuire  a  person  to  obtain  a  marijuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or  deliver  mariiuana. 

marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia: 

 L2J   Provide  for  Ihe  collection  ol  the  excise  lax  provided  in  parauraph  7  of  subsecliim  6  of  this  section. 

 Qj  Provide  for  llie  enforcement  of  such  laws  and  for  llie  examination  and  inspection  ol  the  hooks,  records,  and  premises  of  licensees: 

 {4}  Regulale  the  advertising  of  marijuana,  iiiaripiana  products,  marijuana  extracts,  and  marijuana  paraphernalia. 

 L5J  Provide  for  the  receipt  and  transfer  of  all  funds  received  bv  the  state  from  the  excise  taxes  and  license  and  other  fees  coHecied  under 


such  laws,  as  follows: 

 taj  l  irst.  to  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  to  carry  out  the  division's 

obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  working  cash  balance  for  Ihe  purp<we  of  carrying  mil  such 
ohiienlions: 

 Lb)  Next,  the  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  assembly  may  deiennine.  for  the  followiim 

purp(^ses:  (i)  for  slate  and  li>eal  law  enforcement  and  lirefighler  pensions  and  retireniciit  plans.  IwentN  -five  percent:  lii)  for  public  insliliitions  of 
clemenlarx  and  secondai'N  education,  iweiitv-llve  percent:  (iii)  for  mental  health  and  substance  abuse  pro};rams.  twenty  percent:  (iv)  for  cities  and 
counties,  t'llleen  perceiil.  and  (\ )  for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions.  Ilfleen  percent:  and 

 le]  All  money  s  appropriated  b\  Ihe  general  assembly  from  the  excise  taxes  aulhori/ed  in  paragraph  7  of  subsection  f>  of  this 

seclioii  shall  provide  additional  funds  lor  the  purposes  enumerated  above  and  not  replace  existint;  liiiidinp 

 L?lJ  Limit  the  amount  of  marijuana,  mariiuana  priHlucts.  or  mariiuana  extracts  lhat  a  person  other  than  a  licensee  may  pt)ssess  at  any  given 

lime,  provided  however  lhat  Ihe  penally  for  violation  of  such  law  may  not  exceed  that  lor  an  infraction  for  the  first  violation  ;uid  a  misdemeanor  for  any  second 

or  subset|ueiit  v  iolalion 

Kj  No  slate  law  or  combination  of  slate  laws  shall: 

 ( 1 1   l-xcepi  lor  the  lax  provided  in  paragraph  |7)  of  subsection  h  of  this  section,  impose  any  tax  on  mariiuana.  mariiuana  products,  mariiuana 

extracts,  or  transactions  involving  marijuana.  iiiari)uaiia  products,  or  iiiari)uaiia  extracts  that  is  not  imposed  on  other  producls  generally: 

 [2}  Limit  Ihc  amounts  of  mariiuana.  marijuana  products,  or  mari|uana  extracts  that  a  person  other  Mian  a  licensee  niav  possess  at  any  given 


lime  lo  amounts  less  than: 

 Laj  liight  marijuana  plants  and  sixteen  ounces  of  usable  marhiiana: 

 Qi)  Sixteen  ounces  of  mari  juana  products  in  solid  Ibrtn: 

 ttl  Scventy-lvvo  ounces  ol  marijuaiiu  products  in  lu|uid  fonii:  and 

 LdL  One  ounce  of  marijuana  extracts. 


 til  Limit  Ihe  aggregate  number  of  licensees  that  may  hold  marijuana  licenses  or  the  aggregate  number  of  mariiuana  licenses  lhat  niav  be 

granted,  providetl  however  lhat  the  number  of  licensed  marijuana  retailers  in  a  county  may  be  limited  lo  no  fewer  than  one  mariiuana  retailer  per  2.500 
inliabiiaiits  iii  such  county,  according  to  the  most  recent  census  of  the  United  .Slates: 

 I4j  Limit  the  number  ol  mariiuana  licenses  lhat  may  be  granted  lo  or  held  bv  the  same  person: 

 t5j  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  dilTerenl  ly  pes  of  mariiuana  licenses: 

 IhJ  Prohibit  a  person  Ironi  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual  yvho  oyvns  a  direct  or  indirect 

iiileresi  in  the  person  is  not  organi/cd  in  or  a  resident  of  this  state: 

 121  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  anv  individual  w  ho  oyvns  a  direcl  or  indirect 

inleicsl  in  Ihe  person  has  been  conyicled  of  violating:  (i)  any  non-discrclionarv  expungeable  marijuana  offense  in  paragraph  (I )  or  I2l  of  subsection  IH)  of  this 
section:  or  Iii)  any  iiiariiuana-related  offense  that  has  been  expunged: 

 LXj  Ket)uire  an  individual  |yvenly-oiie  years  ol  age  or  older  to  obtain  any  license  to  possess  or  use  mariiuana,  marijuana  prtxliiets.  mariiuana 

exlracls.  or  marifiiana  paraphernalia: 

 Lyj  Require  a  consumer  twenty-one  years  of  age  or  older  lo  obtain  any  license  to  purchase  mariiuana.  mariiuana  products,  mariiuana 

exlracls.  or  mariiuana  paraphernalia  from  a  licensed  mariiuana  relailer: 

(10)  Renuire  an  individual  tyventy-oiie  years  of  age  or  older  to  obtain  any  license  lo  deliver  mariiuana.  mariiuana  priKlucls.  mariiuana 

exlracls.  or  mariiuana  paraphernalia  lor  no  consideration  to  an  individual  tyvenly  -onc  vears  ol  age  or  older  if 

 file  marijuana,  marijuana  producls.  marijuana  extracts,  or  marijuana  paraphernalia  yverc  purchased  from  a  licensed  mariiuana 

retailer:  or 

 [jij  I  he  marijuana  or  marijuana  products  yverc  manufactured  or  processed  hy  a  person  yvilhoul  a  license  in  accordance  yvith 

paragraph  ( 12)  of  this  suhseclion: 

 (II)  Require  any  marifuaiia  retailer  to  record  the  name  or  any  oilier  personally  identifiable  infoniialion  of  anv  consumer  lyvenlv-one  years  of 

age  or  older: 

 Llil  Require  a  person  iwenrv-tme  years  of  age  or  older  to  obtain  any  license  or  pav  anv  tax  lo  manufacture  or  process  mariiuana  or  mariiuana 

products  at  a  household  for  nonconimercial  personal  use  if  Ihe  aggregate  amoiiiils  of  such  marijuana  and  marijuana  pnxlucts  at  the  household  do  not  exceed  Ihc 
household  exemption  limits,  or 

 ( 1.^)  I'roy  ide  that  llie  penally  for  iiianulactiiring  more  than  Ihe  number  of  mariiuana  plants  that  may  be  maniitactured  yvilhoul  a  license  under 

paragraph  ( 12)  of  this  subsection  may  not  exceed  that  for: 

 taJ  All  infraction,  it  the  violation  is  a  first  violation  and  the  number  of  marijuana  plants  is  nol  more  than  double  the  number  of 

marijuana  plants  lhat  may  be  manufactured  yvilhoul  a  license: 
,  Ibj  A  misdemeanor,  if  Ihe  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  more  than  double  but  not  more  than 

quadruple  the  number  of  mariiuana  plants  lhat  may  be  manufactured  yvilhoul  a  license:  or 
 (£j  A  misdemeanor,  if  (i)  the  violalitin  is  a  second  violation:  (ii)  wilh  respect  lo  the  first  violation,  the  number  of  marijuana 

plants  was  not  more  than  double  the  nuniber  of  mariiuana  planis  that  mas  be  manufactured  wiiliout  a  license:  and  (iii)  yyilh  respect  lo  the  second 

violation,  the  number  of  niariiumia  plants  is  not  more  than  double  Ihe  number  of  marijuana  plants  that  may  be  manufactured  yyithoul  a  license:  or 

 LLil  Make  Ihe  ownership  or  operation  of  a  licensed  business  that  iiianulacliires.  produces,  or  delivers  mariiuana.  mariiuana  prtxiucis, 

ltlar^)uana  extracts,  or  mariiuana  paraphernalia  in  this  stale  so  burdensome  that  it  yvould  be  impracticable  for  a  pnident  business  person  lo  organize  or  conduct 
the  blljiiness 

5t  ( )n  or  before  June  1 .  20 1  ?.  the  department  shall  promulgate  niles  and  regulations,  and  the  general  assembly  may  enact  layvs.  that: 

 Lil  I'eniiit  individuals  yyitli  a  medical  condilion  w  ho  may  benefit  from  the  medical  use  of  mariiuana.  mariiuana  products,  and  mariiuana 

extracts  to  he  able  lo  discuss  freely  yvith  their  doctors  ihe  possible  risks  and  benefits  of  medical  marijuana  use  and  to  have  the  benefit  of  Iheir  doctor's 
professional  advice. 

 QJ  Permit  individuals  suffering  from  a  medical  condition  lo  be  alloyved  lo  use  niarijuana.  mariiuana  producls.  and  mariiuana  extracts 

yy  ithoul  being  suhiect  lo  civil  or  criminal  penalties  yvhen  their  doctors  advise  that  such  use  may  provide  a  medical  heiiefil  lo  them  and  yvlien  olher  reasonable 
restrictions  are  met  regarding  that  use,  and 


ana  cxlracls  lor  \ 


til  I'fov  Idc  lhal  iU)  liulividijal  tiiidcr  ciulilccn  \cars  ol  aac  slinll  he  allowed  lo  use  iiiariiiiaiia.  iiinriiiiaiia  priKlucts.  or  iiiariiiiana  cxlracls  I 

medical  purpose  unless  llie  indivldiial's  eiislodial  parent  or  legal  uuardiaii  willi  responsihililv  lor  ilie  iiiJividuars  lieallli  care  decisions  consenis  lo  such  use, 
11!  No  licensed  doclor  nia\  he  suhieeled  lo  any  criminal  or  civil  penally .  or  lo  an\  discipline  hv  any  stale  lieensin(;  division,  hoard,  or  commission,  for 

LLI  AdMsiiiij  a  person  whom  the  doctor  has  iliamiosed  as  lia\  ini:  a  medical  coiulilioii.  or  a  person  who  the  doctor  knows  has  heen  so 

diaunosed  hv  another  licensed  doctor,  ahoul  the  risks  and  henelits  of  medical  use  ol  inariiuana  or  that  the  medical  use  ormariiiiaiia  may  mitiuale  the  sv  niptonis 
or  cl'lects  ol  the  person  s  medical  condition,  pnu  idcd  the  advice  is  based  on  the  doctor's  personal  assessment  ol'the  person  s  medical  history  and  current 
medical  condition:  or 

til  I'roN  idina  any  written  documentation  that  evidences  or  conlirms  such  ad\  ice  and  assessment. 

IL  I  hc  division  is  directed  and  authon/ed  to  enl'oree.  administer,  and  make  rules  and  reuulalions  lhal  are  not  inconsisleni  yvith  this  section. 

ii  I  lie  departmeni  is  direcled  and  aiilhori/ed  lo  enloree.  administer,  and  make  rides  and  regulations  lhal  are  not  inconsistent  with  this  section 

ii  111  e  ueneral  assembly  may  enact  layvs  that  control,  rcmilate.  and  tax  tlie  iiianuraclure.  produelitm.  and  delivery  oi  industrial  hemp  Any  addilionai 

lay  revenue  authori/ed  by  ihis  section  on  the  maniiraelure.  production  and  delivery  ot  industrial  hemp  shall  not  be  nail  ol  llie  '  total  slate  revenue'  yvithin  the 
nieanini:  ol' sections  17  and  18  <il' article  .\  of  this  constilution.  nor  suhiect  to  additional  voter  annroval  under  section  IXle)  ol  article  \  ol  this  constilulioii.  In 
addition,  the  cypenditure  ol  any  addilionai  revenue  shall  not  he  an  "expense  of  stale  aovernmeni "  under  section  20  of  article  X  of  this  consliliilion. 
N  (  onviclions  of  maniuaiia  olTenses  shall  be  expuni-eahlc  as  hilloyys: 

 tU  .All  iiidiy  idual  who  has  plead  liuiltv  to  or  has  been  convicted  of  violating  any  expunueahle  mariiuana  offense,  and  yvho  was  lyventv-one 

years  of  aue  or  older  at  the  lime  ol  Ihc  offense,  may  apply  lo  the  court  in  which  he  or  she  was  sentenced  lor  an  order  lo  expunge  all  ollicial  records  of  his  or  her 
arrest,  plea,  trial,  and  conviction  If  the  court  determines,  umm  rey  leyv.  that  such  individual  has  plead  ;;ulllv  to  or  has  been  convicted  of  an  expuniieahic 
niariiiiana  offense.  Ihe  court  shall  enter  an  order  of  expuniienient  ,\n  individual  shall  be  entitled  to  one  or  more  expuimements  pursuant  lo  this  paragraph  ( I ). 

 12}  After  a  period  of  not  less  than  one  y  ear,  an  individual  yvlio  has  plead  guilty  to  or  has  been  convicted  of  violaling  any  expunueahle 

mariitiiinu  offense  for  the  first  time,  and  yvho  was  under  |yvenly  -oiie  y  ears  of  age  at  the  time  of  Ihe  oflense.  and  yvho  since  such  conviclion  has  not  heen 
coiivieled  ol  any  other  mariiuana-rclated  offense,  may  apply  to  the  court  in  yvhich  he  or  she  was  sentenced  hir  an  order  lo  expunge  all  official  records  of  his  or 
her  arrest,  plea,  trial  and  conviction  If  the  court  determines,  upon  review,  that  such  individual  has  not  heen  convicted  of  any  other  marijuana-related  offense  al 
the  lime  of  the  application  lor  expungement,  the  court  shall  enter  an  order  of  expungement 

 Lil  An  individual  yvho  has  plead  guilty  to  or  has  heen  convicted  of  violating  any  exnungeahle  mariiuana  olTcnse  that  is  nol  expungeahle 

under  |)aragraphs  ( I )  or  (2)  of  this  subsection  may  apply  lo  the  court  in  yvhich  he  or  she  yvas  sentenced  for  an  order  to  expunge  all  official  records  of  his  or  her 
arrest,  plea,  trial,  and  eonvictioii  If  the  court  determines,  upon  review,  thai  an  expungement  is  in  Ihe  interests  of  iustice.  the  court  may  enter  an  order  of 
expungement  An  individual  may  be  enlitled  lo  one  or  more  expungements  pursuant  lo  this  paragraph  13 1. 

 til  I  he  effect  ol  an  order  of  exnungemeni  shall  he  to  restore  the  applicable  individual  to  the  status  he  or  she  oceunied  prior  lo  such  arrest, 

plea  or  conviclion.  as  if  such  event  had  never  happened  A  person  iiiipri.soiied  solely  as  a  result  of  one  or  more  cxpunyeahle  marijuana  offenses  lhal  are 
expunged  shall  be  released  from  prison  immediately  upon  the  issuance  of  the  applicable  order  or  orders  of  expungement  No  individual  as  to  yyhom  such  order 
has  heen  enlered  shall  he  held  llieiealter  under  any  provision  of  any  law  to  he  guilty  of  perjury  or  otheryvise  giving  a  false  slalenieni  by  reason  of  his  or  her 
failure  to  recite  or  acknoyvledge  such  arrest,  plea,  trial,  conviction  or  expungenieni  in  response  lo  any  iiuiuiry  made  of  him  or  her  for  any  purpose  yyhalsiKvei. 

15.  No  contract  shall  be  unenforeeahle  on  the  basis  lhal  manufacturing,  producing,  delivering,  possessing,  or  using  marijuana,  marijuana  prtxliiels. 

iiiariiuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  hv  federal  layy 
Ih  Nothing  in  Ihis  section  shall  he  construed: 

_2  tU  I  o  amend  or  aflecl  in  any  way  any  stale  or  federal  law  pertaining  lo  employment  iiiatters: 

 t=J  I  o  amend  oi  affect  in  any  yvav  any  stale  or  federal  layy  pertaining  lo  landlord-tenaiil  matters; 

 til  To  amend  or  affect  in  luiy  yvay  any  slate  or  federal  layv  that  pemiils  an  oyy  ner.  lessor,  or  lessee  of  real  properly  or  any  other  person  who 

has  a  legal  estate  in  real  property  from  nrohihiling  the  inaiiulaclure.  production,  delivery  ,  possession,  or  use  of  marijuana  on  such  real  property: 

 til  1(1  amend  or  allect  m  any  vyay  any  slate  law  pertaniiiig  lo  the  operation  of  a  vehicle,  yvatercrall.  aircralt.  railroad  train,  or  anv  similar 

device  \\h\k  using  or  under  the  inlliience  of  marijiiaiia; 
 til  I  o  reuuire  a  person  lo  violate  a  federal  law:  or 

 (6J  l  o  exempt  a  person  from  a  federal  layv  or  obstruct  the  enforcement  of  a  federal  law. 

1 7.  If  any  suhsectioiis.  paragraphs,  phrases,  or  words  of  this  section  shall  he  held  uncoiistitiilional.  void,  or  illegal,  eilher  on  Iheir  lace  or  as  applied,  the 

applicability,  constitutionality,  and  legality  of  anv  and  all  olher  subsections,  paragraphs,  phrases,  and  words  of  this  section  shall  not  he  affected    I  o  that  end. 
Ihe  subsections,  paragraphs,  phrases,  and  yvords  of  this  section  are  intended  to  be  severable  U  is  hereby  declared  to  he  Ihc  intent  of  this  section  lhal  each  and 
every  subsection,  paragraph,  phrase,  and  w  ord  of  Ihis  section  would  have  been  adopted  regardless  ol  yylielher  one  or  more  of  the  subsections,  paragraphs 
phra.ses.  or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

IX  I  he  provisions  of  subsections  2.  3.  4.  ft.  7.  ^.  10.  1 1.  12.  13.  14.  I.S.      17.  and  lii  of  this  section  and  paragraphs  ( 1 1.  (2).  and  (5)  of  snhscclion  .5  of 

this  section  shall  become  el'leeliye  on  .lanuary  I.  2111  s    Ihe  provisions  of  siibseclions  I  and  S  of  this  seelioii  and  paragraphs  (3)  and  |4)  of  subsection  5  of  this 
section  shall  become  effective  on  .luiie  1.  21)1 5  All  siale  layvs  that  are  ineonsisteiil  yvith  any  provii-ion  of  paragraph  ( I ).  |2|.  or  l  .s)  of  subsection  5  of  Ihis 
section  shall  no  longer  remain  in  lull  force  and  elfeel  on  and  alter  January  I.  201.''  All  slate  layvs  lhal  are  inconsistent  yyllli  any  priwision  of  subsections  I  or  8 
i>f  this  seclioii  or  paragraph  (3)  or  (4)  of  subsection  .s  of  ihis  section  shall  no  longer  remain  in  lull  force  and  effect  on  and  after  June  I.  201 5.  All  of  the 
provisions  of  this  section  shall  be  sell-enforcing. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  I,  version  8  (2014-075) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kjrkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 101 
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ll  is  a  class  A  misdemeanor  punisiiable,  notwithstanding  the  pcowsic|ni^pl  ,section  560.02 1,  RSMo,  to  the  contrar>',  for  a  temi  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  riot  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  lor  the  same  election,  or  to  sign  a  petitio2WB((^[sgc»¥gerspplkiSTw@  \e  or  she  is  not  a  registered  voter. 

INITIATIVE  PETITION 

^  '  -'  -  ■  - 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the^fate  pf  Missoiin:  , 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  iheir  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November,  2014,  and  each  for 
himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  1  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMR 
(Sionaliirel 

Dale 
Signed 

RK)ISTliRCD  VOTING  ADDRr:.SS 
(.Street,  No  PO  Boxes)        {City.  Town  or  Village) 

Zip 
Code 

Cong. 
Disi 

NAME 
(I'rintcd  or  Typed) 

1. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  slated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 
Address  of  Notary:  _ 

Notary  Public  (Seal)  .  

My  commission  expires  


NOTICr.;  Yi)u  are  advised  lhat  ihe  proposed  consii(uiional  amendment  may  change,  repeal,  or  niodily  by  implication  or  may  he  construed  by  some  persons  to 
change,  repeal  or  modify  by  implication,  the  lollowing  provisions  ol'ihe  Consliiiilion  ofMissouri—  Sections'),  10,  14,  15.  il  &  i2  of  Article  1,  Sections  .16, 
.W& .W(a)(il  Article  III;  .Sections  7,  12.  1 5,  22,  23,  27(a)  &  4X  of  Article  IV,  Sections  14,  IS  &  24  of  Anicle  V.  Section  18(d)  of  Article  VI;  Section  I  and  4 
ol  Artitlc  VII;  Sections  2  of  Article  VIll;  .Sections  3(a),  7,  and  9(b)  of  Article  IX;  Sections  1. 2, 3, 4(a),  6,  l()(b),  17.  IX.  18(e),  I Q,  20  &  24  of  Article  X;  and 
Section  2(b)  of  Article  XII 

III-  II  resolved  hy  Ihe  /teo/tle  of  the  slate  of  Missouri  ihal  the  Consliiiiiion  he  umenJed: 

One  new  section  is  adopted  to  be  known  as  Article  I.  Section  35(a)  and  to  read  as  follows: 

L  (  itizens  over  the  age  ol  twenty-one  years  shall  have  the  rmlit  to  engage  in  the  production,  sale,  distribution,  and  gHisumntion  of  mariiuaiia  and  Ihe 

manufacture  ol  uoods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  stale  eovernmeiit  pursuant  to  this  section 
i  I  he  purposes  of  this  section  arc. 

 UD  l  i)  promote  the  vital  state  interest  in  the  rettulatioii  of  the  sale  and  distribution  of  marijuana  in  order  to  combat  illegal  underage  use  of 

niariiuana.  and  achieve  other  iiiiix)nant  stale  policy  uoals  such  as  maintainint!  an  orderly  marketplace  composed  ol  state-licensed  mariiuaiia  producers, 
distributors,  and  retailers. 

 !2J  lo  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production,  delivery,  and  possession  of 

marijuana  within  this  state. 

 Lil  fo  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  by  those  under  twentv-one  years  of  age,  as  the 

consumption  of  mariiuana  noses  particular  hazards  to  iinnors.  whose  brains  are  still  in  a  state  of  development. 

 lil  I  o  legalize  under  state  law  the  use  of  mariiuana  by  individuals  who  are  sulTering  Iroiii  a  medical  condition  when  their  doctors  advise 

that  such  use  may  provide  a  medical  henelil  to  them; 

 Lll  To  raise  tax  revenue  from  the  production  and  sale  of  marijuana,  and  to  allocate  such  revenue  for  state  and  local  law  enforcement  and 

lirel'iphter  pensions  and  retirement  plans,  lor  cIcnicniiirA ,  secondary,  and  higher  education,  for  the  cities  and  counties  of  this  slate,  for  mental  health  and 
sub.staiice  abase  programs,  and  for  the  division  lor  llic  purposes  of  cnforcin^t  regulations  upon  the  sale  and  distribution  of  mariiuana  authorized  by  this  section; 

 {hi  To  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate  industrial  hemp  under  state  law 

in  a  manner  separate  and  apart  from  the  regulation  of  mariiuana: 

 Hi  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  u.se  ol  mariiuana  by  persons  twenty-one  years  of  age  and  older; 

and 

 (8J  I'o  legalize  under  state  law  the  delivery  of  marijuana  by  persons  twenty -one  years  of  age  and  older  to  persons  twentv-<inc  years  of  age 

and  older 

i  I  hc  people  ol  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance  with  subsection  7  of  this 

section,  together  with  the  other  provisions  ol  existing  state  law,  will: 

 (JQ  Prevent  the  distribution  ol  niariiuana  to  persons  under  twenty-one  years  of  age; 

 L2J  Prevent  revenue  Iroin  the  sale  of  marifuana  Irom  going  to  criminal  enterprises,  gangs,  and  cartels; 

 13j  Prevent  the  diversion  ol  niariiuana  Irom  tins  state  to  other  states; 

 14J  Prevent  mariiuana  activity  lhat  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the  IralTicking  of  other  illegal  drugs  or 

other  illegal  activity; 

 ell  I'revent  violence  and  the  use  of  lircamis  in  the  cultivation  and  distribution  of  mariiuana; 

 t6|  Prevent  drugged  driving  and  the  exacerbatitm  of  other  adverse  public  health  consequences  associated  with  the  use  of  mariiuana: 

 (7j  Prevent  the  grow  ing  of  mariiuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers  posed  by  marijuana 

production  on  public  lands. 

 IKJ  Prevent  the  possession  and  use  ol' mariiuana  on  federal  property;  and 

 (5>1  Prevent  the  marketing  and  adveriisLiiKiii  ol  mariiuana.  niariiuana  products,  mariiuana  extracts,  mariiuana  paraphernalia,  or  mariiuana 

usage  1(1  those  under  twenty-one  \  ears  of  age. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  teniis  have  the  following  meanings: 

 til  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  mariiuana  priKlucts.  mariiuana  extracts,  or 

mafiiuana  paraphernalia  other  than  for  the  purpose  of  resale. 

.  [2J  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  lo  another  of  mariiuana.  inari|uana  products,  mariiuana  extracts,  or  mariiuana 

paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

 0}  "IVpannienl"  means  ilie  dcpartmenl  of  health  and  senior  services,  or  any  siK.  cessor  department 

 (4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  salctv.  or  any  successor  division  or 

department 

 (5J  "I'ntily"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation,  profit  or  nonprofit 

unincorporated  association,  businc-ss  trust,  limited  liability  company,  general  or  limited  partnership,  limited  liability  partnership,  ioint  venture,  or  any  olhcr 
legal  entity,  iind  includes  a  government  subdivision  or  agency. 

 (())  "l  air  market  sale"  means,  w  ith  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  Ihe  product  is  not  less  than  the  price 

that  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in  competition  with  other  similar  products. 

 (7)   "Household  exemption  limits"  means,  at  any  given  lime: 

 ta)  lour  marijuana  plants  and  eight  ounces  of  usable  marijuana; 

 [fej  Sixteen  ounces  of  marijuana  products  in  solid  fomi;  and 

 Isi  Seventy-two  ounces  of  mariiuana  products  in  liquid  form 

 (jjj  "Industrial  hemp"  means  Cannabis  Saliva  I  .,  containing  no  greater  than  one  percent lttiftlwidi«e*nnabinol. 

 (9)  "I  icense"  means  any  license,  permit,  registration,  consent,  or  aulhorizalion  issued  ytted.  pvm.  or  ollterwise  made  available  hv  or 

under  the  authority  of  any  state  or  local  governmental  Ntdv.  agency,  or  official 

 (10)  "Licensee"  means  any  persim  who  holds: 

 lal  A  marijuana  license:  or 

 tbj  A  license  issued  by  anv  stale  agency  for  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery 

of  industrial  hemp 

 (11)  "Manufacture"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  mariiuana  paraphernalia  or  of  marijuana. 

mariiuana  products,  or  mariiuana  extracts,  either  directly  or  h\  extraction  from  substances  of  nauiral  origin,  or  independently  hy  means  ol  chenucal  sMitliesis. 
or  by  a  combination  of  extraction  and  chemical  synthesis,  and  includes  any  packaging  or  repackaging  of  the  substance  or  labeling  or  relabeling  of  its  container. 

 (12)  "Marijuana"  means  all  parts  ol  the  plant  genus  Cannabis  in  anv  species  or  form  thereof,  whether  growing  or  not,  olher  than  iiiari)uaiia 

extracts. 

  (13)  "Marijuana  extract"  means  a  product  obtained  by  separating  resins  from  mariiuana  hy  solvent  extraction,  using  solvents  other  than  water. 

vegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropvl  alcohol.  ethant)l.  and  carbon  dioxide. 

 ( 14)  "Marijuana  license"  means  a  license  issued  by  the  division  tor  the  purchase,  sale,  manufacturing,  production,  processing,  transportation. 

or  delivery  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia. 

 (_i5j  "Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are  used,  intended  for  use,  or 

designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing,  comptuinding.  o^verting.  producing,  processing,  preparing, 
storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise  introducing  into  the  Imman  body  mariiuana.  mariiuana  products,  or  iiiarijuana  extracts 

 ( lb)  "Mariiuana  products"  means  products  that  contain  mariiuana  or  mariiuana  extracts  and  are  intended  lor  human  consunmlion  Mariiuana 

products  docs  not  meap  mariiuana  hv  itself,  or  a  mariiuana  extract  hv  itself 

 [J2l  "Mariiuana  retailer"  means  a  person  who  sells  mariiuana.  marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  to  a 

consumer  in  this  stale. 

 (18)  "Person"  includes  any  individual  or  entity 

 ( 191        "Person  twentv-onc  years  of  age  and  older"  includes  anv  entity  in  which  no  individual  under  twentv-one  years  of  age  holds  a  direct  or 

indirect  interest. 

 (20)         "Produce"  or  "production"  includes  the  manufacture,  planlinu.  cultivation,  growing,  or  harvesting  of  mariiuana.  mariiuana  products. 

marijuana  extracts,  or  mariiuana  paraphernalia 

 (21)         "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  hut  is  not  limited  to.  hallways,  lobbies  and  other  parts 

of  apartment  houses  and  hotels  not  constituting  r<ioms  or  apartments  designed  for  actual  residence,  and  highways,  streets,  schools,  places  of  amusement,  parks, 
plavyrOMnds  and  premises  used  in  connection  with  public  passenger  transportation. 

 (22)  "Stale  law"  means  any  slate  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

 (211  "Tax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  proHt.  personal  property,  sales,  use,  transfer,  value  addc-d. 

concession,  add  on  minimum,  or  other  tax,  fee,  assessment  lew,  tariff,  charge,  or  duly  of  any  kind  whatsoever  imposed,  assessed,  or  collected  by  or  under  the 
authority  of  any  governmental  body 

 (211  "Usable  iiiiiniiiaiia"  means  dried  marijuana  llowers  and  dried  mariiuana  leaves,  and  any  mixture  or  preparation  thereof 

5,  I  xcept  as  olherwisL       iclcd  in  this  section,  no  state  law  shall: 

 (Jj  Prohibit  the  possession  or  use  of  mariiuana.  marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia  by  persons  twentv-t>ne 

years  of  age  and  older. 

 Q}  Prohibit  the  iransportation  or  deliver\'  of  niariiuana.  mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia  hv  persons 

iweniy-tme  vears  of  age  and  older  to  persons  twentv-one  years  of  age  and  older.  .  ' 


 Uj  I'roliibll  ilic  purchase,  sale,  iiiaiiul'aclurint;.  pnnluclion.  and  prccessine  iil' marijuana,  niafiiuana  pn^iicis.  marijuana  c\lracis  or   

marijuiin:!  i):ii;iiih<.in;ili,i  In  iktmiiis  iwenlv-one  years  ol'ajie  and  older;  \  /  1  /    A  / 

  ( Ij    _       I'loliilm  iliL-  niirchasc.  sale,  manulacturinp.  production.  proccssin2.  transpdrtalinn.  or  delivery  ol' industrial  hemp,  or      I        \  ( 

 UJ  i'roviJe  lor  tlie  sei/ure  or  rorlciture  ol  aiiv  property  used  in  cmineclion  wiili  anv  purchase,  sale,  nuuml'acturini;.  production,  pr^)cessln^. 

transportation,  delivery,  possession,  or  use  ol'mari)uana.  mariiuana  products,  marijuana  paraphernalia,  or  niduslnal  hemp  il  such  maiiiilaclurc.  production. 

dehverv.  possession,  or  use  is  lawful  under  stale  law 

6,  Nolwithstandin;!  snhseclion    of  this  section,  a  state  law  niav: 

 1 1 1  I'rohihil  the  iniportiition  and  exportation  of  mariiuana.  marijuana  products,  and  mariiuana  extracts  into  and  from  this  stale: 

.  (2)  I'ruliihii  the  purchase,  sale,  iiianufacluriivj.  production,  processing,  or  delivery  of  mariiuana.  mariiuana  products,  and  mariiuana  extracts 

in  or  on  or  within  one  thousand  feet  of.  real  nroncrty  comprisinj;  a  puhlic  oi  pu\ ale  demcnlarv  or  secondary  school,  public  vocational  school,  or  a  ptiblic  or 
private  coiiimiinily  college,  college,  or  university  attended  primarily  by  indn  iduals  under  twenty-one  years  ol  age: 

 Li!  Prohibit  the  operation  of  a  vehicle,  waiercrali.  aircraU.  railroad  train,  or  any  similar  device  while  using  or  under  the  inlluence  of 

mariiuana, 

 {A}  I'rohihil  the  use  of  iiiariiuana.  mariiuana  products,  and  mariiuana  extracts  in  a  public  place,  provided  however  that  the  penalty  lor 

violation  of  such  law  may  not  exceed  llial  lor  an  infraction: 

 Lil  I'rohihil  the  purchase,  sale,  manufaclurinp.  protliiclion.  processing,  iransportalion.  delivery,  or  possession  of  mariiuana.  marijuana 

products,  and  mariiuana  extracts  hv  any  person  that  d(H:s  not  comply  with  any  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance  with 
subsection  7  of  this  section: 

 {h}  Classify  the  penalties  for  violations  of  such  laws: 

 [7j  Impose  an  excise  tax  on  the  firsl  fair  market  sale  of  all  mariiuana  produced  in  this  stale  at  a  rate  not  less  than  fifteen  percent  and  not 

more  than  thirty  percent  of  the  purcha.se  price.  I  he  additional  excise  lax  revenue  authorized  by  this  section  shall  not  he  nan  of  the  "total  slate  revenue"  within 
the  nieaiiinji  of  sections  1 7  and  IX  of  article  X  of  this  coiislilulion.  nor  suhieet  to  additional  voter  approval  under  section  IS(e)  of  article  .X  of  this 
coiistitulion  In  addition,  the  expenditure  of  this  additional  revenue  shall  not  be  an  "expense  of  slate  governmenl  '  under  section  20  of  article  X  of  this 
constilution 

7  Siibiecl  to  the  provisions  of  subsection  8  of  this  section,  on  or  before  June  I.  2015.  the  division  shall  proniulgale  rules  and  res»lalions  that  control 

and  retiulale  the  purchase,  sale,  nranul'acturing.  production.  prtKessiiig.  iransportalion.  delivery,  possession,  and  use  of  marijuana,  marijuana  products, 
mariiuana  extracts,  and  mariiuana  paraphernalia,  includinp  but  not  limited  to  rules,  regulations,  and  laws  thai: 

 (Jj  Require  a  person  to  obtain  a  marijuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or  deliver  marijuana. 

marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

 til  Provide  lor  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section. 

 Qj  Provide  for  the  enfoicemenl  of  such  laws  and  lor  the  examination  and  inspection  of  the  hooks,  records,  and  premises  of  licensees: 

 14J  Kegulate  ihe  advertising  of  mariiuana.  mariiuana  products,  marijuana  extracts,  and  marijuana  paraphernalia: 

 (5j  Provide  for  the  receipt  and  transler  of  all  funds  received  by  the  slate  from  Ihe  excise  taxes  and  license  and  oilier  fees  collecled  under 

such  laws,  as  follows: 

 laj  Hirst,  to  the  division,  an  ami>unl  that  the  general  assembly  deems  necessary  for  Ihe  division  to  carry  out  the  division's 

obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  working  cash  balance  for  the  purpose  ol  carry  ing  oiil  such 
obligations. 

.  [bj  Next,  the  remainder  of  such  funds,  to  such  snecil'ic  transferees  iis  the  general  assembly  may  determine,  for  Ihe  following 

purposes  (il  liir  state  and  kKal  law  enforcement  and  firelighter  pensions  and  relireniciit  plans,  twenty-five  percent;  (li)  for  public  institutions  of 
elementary  and  secondars'  education,  twenty-five  percent:  (iii)  for  iiiciual  health  and  substance  abuse  programs,  twenty  percent;  (iv)  for  cities  and 
counties.  fiUcen  percent,  and  |v)  lor  public  institutions  of  higher  ediicat  ion  or  for  scholarships  lo  attend  such  inslitutions.  fifteen  percent:  and 

  (c)  All  moneys  appropriated  by  the  general  assembly  from  the  excise  taxes  atillioriycd  in  paragraph  7  of  subsection  6  of  this 

section  shall  provide  additional  funds  lor  the  purposes  enumerated  above  and  not  replace  existing  funding 

 16J  l  imit  the  amount  ol  marijuana,  mariiuana  products,  or  mariiuana  extracts  that  a  person  other  ihiui  a  licensee  may  possess  at  any  given 

lime,  provided  however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction  lor  the  first  violation  and  a  misdemeanor  for  any  second 

or  subseniienl  violation 

8;  No  slate  law  or  ccmihinalion  ol  slate  laws  shall 

 ( 1 1  lixcepl  lor  the  lax  provided  in  paragraph  (7)  ol  subsection  (i  t>f  this  section,  impose  any  tax  on  mariiuana.  mariiuana  products,  mariiuana 

extracts,  or  transactions  involving  marijuana,  mariiuana  products,  or  marijuana  extracts  that  is  not  imposed  on  other  products  generally; 

 l2j   Limit  Ihe  amounts  of  mariiuana.  mariiuana  products,  or  mariiuana  extracts  that  a  person  oilier  than  a  licensee  may  possess  al  any  yiven 

time  lo  amounts  less  than 

 [al  l  our  marijuana  plains  and  eight  ounces  of  usable  marijuana. 

 QjJ  Sixteen  ounces  of  mariiuana  products  in  solid  Ibnii: 


 ISi  Seveiily-lwo  ounces  of  marijuana  prodiicls  in  lupnd  form;  and 

 Idj  ( >iic  ounce  of  marijuana  extracts 

.  (3l  Limil  Ihe  aggregate  number  of  licensees  lhat  may  hold  mariiuana  licenses  or  Ihe  aggregate  iiiiniher  of  mariiuana  licenses  that  niav  be 

granted.  proMded  however  that  the  number  of  licensed  mariiuana  retailers  in  a  counlv  may  he  limited  to  no  fewer  than  one  mariiuana  retailer  per  2.500 
mhabilaiits  in  such  coiinlv.  according  to  the  most  recent  census  of  the  United  .Stales: 

 til  Limit  Ihe  number  of  mariiuana  licenses  that  may  he  granted  to  or  held  by  ihe  same  person: 

 [5j  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  Ivpes  of  mariiuana  licenses. 

  (6)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual  who  owns  a  direct  or  indirect 

interest  in  the  person  is  not  organized  in  or  a  resident  of  this  slate: 

 12)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual  who  owns  a  direct  or  indirect 

interesl  in  the  person  has  been  convicted  of  violating  any  mariiuana-relaled  olVense  lhat  has  been  expunged; 

  (S)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  mariiuana.  marijuana  priMlucls.  marijuana 

extracts,  or  mariiuana  paraphernalia. 

 [M}  Require  a  ciwisunier  twenly-i.ine  years  of  age  or  older  lo  obtain  any  license  to  purchase  niiiriiuana.  marijuana  products,  marijuana 

extracts,  or  marijuana  paraphernaliii  from  a  licensed  mariiuana  retailer; 

 (10)  Require  an  individual  twenty -<iiie  years  of  aee  or  older  to  obtain  any  license  lo  deliver  marijuana,  mariiuana  products,  mariiuana 

extracls.  or  marijuana  paraphernalia  lor  no  consideration  to  an  individual  twenty-one  years  of  age  or  older  if 

 isi  Hie  mariiuana.  mariiuana  products,  marijuana  extracts,  or  mari|uana  paraphernalia  were  purchased  from  a  licensed  mariiuana 

retailer,  or 

 I  he  marijuana  or  marijuana  products  were  maniifaclured  or  processed  hv  a  person  yvilhout  a  license  in  accordance  with 

paragraph  ( 1 2 1  of  this  subsection: 

 yjj  Require  any  marijuana  retailer  lo  record  Ihe  name  or  any  othei  personally  identifiable  infomialion  of  any  consumer  twenty-one  years  of 

age  or  older. 

 LL2j  Require  a  iKtson  twenty-one  years  ol  age  or  older  lo  obtain  any  license  or  pay  any  lax  to  manulaclure  or  process  mariiuana  or  mariiuana 

products  al  a  household  for  nonconinicrcial  personal  use  if  Ihe  aggregate  amounts  of  such  mariiuana  and  marijuana  products  al  Ihe  household  do  nol  exceed  the 
household  exemption  limits,  or 

 j_[3j  Provide  that  ihe  penally  for  manufacturing  more  than  the  number  of  marijuana  plants  that  may  be  manufactured  willioul  a  license  under 

paragraph  1 12)  of  this  subsection  may  nol  exceed  thai  for: 

 taj  An  infraction,  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  nol  more  than  double  Ihe  number  (>f 

mariiuana  plants  that  may  he  manufaclurcd  without  a  license: 
 A  mi.sdemeaiuu.  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  more  than  double  but  nol  more  than 

quadruple  the  number  ol  mariiuana  plants  llial  may  be  manufactured  wilhoul  a  license;  or 
 (ej  A  misdemeanor,  if  (i)  the  violation  is  a  secowl  violation,  (li)  wiih  respecl  to  Ihe  firsl  violation,  the  number  of  mariiuana 

plants  was  nol  more  than  double  Ihe  number  of  mariiuana  pliuits  that  may  be  niaiuifaclured  without  a  license:  and  (lii)  with  respect  lo  die  second 

violation,  the  number  of  marijuana  plants  is  not  more  than  double  Ihe  number  of  marijuana  plants  that  may  be  manufaclurcd  without  a  license,  or 

 1J4J  Make  the  ownership  or  operation  of  a  licensed  business  lhat  manufaclures.  produces,  or  delivers  mariiiiiuia.  marijuana  products. 

marijuana  extracts,  or  mariiuana  paraphernalia  in  Ihis  state  so  burdensome  that  it  would  be  inipraclicable  for  a  prudent  business  person  to  organize  or  conduct 
Ihe  business 

^  On  or  before  .lune  1 .  201 5.  ilie  department  shall  promulgate  ailes  and  regulations,  and  the  general  assembly  may  enact  laws,  that. 

 (JJ  Pennit  individuals  w  ith  a  medical  coiidilioii  who  may  hciiern  from  ihe  medical  use  of  marijuana,  mariiuana  products,  and  mariiuana 

extracts  lo  be  able  lo  discuss  freely  with  their  doctors  the  possible  risks  and  benelib  of  medical  marijuana  use  and  to  have  the  benefit  of  their  doctor's 
prolessiimal  advice. 

 12)  Pennii  individuals  suffering  horn  a  medical  condition  to  be  allowed  lo  use  mariiuana.  marijuana  products  and  mariiuana  exlracls 

wilhoul  being  sub|ecl  to  civil  or  criminal  penalties  when  their  doctors  advise  lhat  such  use  inav  provide  a  medical  benefit  to  them  and  when  oilier  reasonable 
restrictions  are  met  regarding  thai  use,  and 

 Provide  lhal  no  individual  under  eighteen  years  of  age  shall  be  allowed  to  use  mariiuana.  mariiuana  products,  or  marijuana  exlracls  for 

medical  purposes  unless  the  individual  s  cusii>dial  parent  or  legal  guardian  with  responsibility  for  the  individual's  health  care  decisions  consents  lo  such  use. 
10  No  licensed  doctor  may  be  suhjecled  lo  any  criminal  or  civil  penally,  or  lo  any  discipline  by  any  slate  licensing  division,  hoard,  or  commission,  for 

LLi  Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  llie  doctor  knows  has  been  so 

diagnosed  bv  aiiotlier  licensed  doctor,  ahoui  the  risks  and  benefits  of  medical  use  of  marijuana  or  lhal  the  medical  use  of  iiiari|uaiia  may  mitigate  the  svniPloins 


or  cITccis  dI'iIic  person's  medical  coinlilioii.  provided  ilic  advice  is  hascJ  on  ihc  doctor's  personal  a^scssmciii  ol  llie  pcrsoii'!i  medical  history  and  ciirrcni 
medical  condition,  or 

(2i  I'rovidinp  anv  writlen  dociinicnialioii  that  evidences  or  confirms  such  advice  and  assessnieni 

1 1.  The  di\  isioii  is  ilirecled  and  aiilliori/cd  lo  enforce,  adininislcr.  and  make  rules  and  regulations  llial  arc  not  inconsisleni  with  this  scclion. 

12  The  depanment  is  directed  and  auihori/ed  lo  enforce,  adininislcr.  and  make  rules  and  re(.'ulalions  that  are  not  inconsistent  with  this  section. 

13  I  he  ^-eneral  assenihlv  ma\  cikk  i  |;iu_s  thai  control,  regulate,  and  ta.\  the  niiuiufactiire.  production,  and  delivery  of  industrial  hcnin  Any  additional 

tax  revenue  aiilhori/ed  hv  this  section  oi i  iho  iiuniu  I .k  i inc.  prodiiclion  and  deliver>'  of  industrial  hemp  shall  not  be  nart  of  the  "total  stale  revenue  "  within  the 
ineanine  of  sections  17  and  18  of  article  X  o^lhl^  ^iiMiinii.ii  ii.^  Mibiect  lo  additional  voter  apnro\al  under  scclion  IStel  of  article  X  of  this  constitution.  In 
addition,  ihe  expenditure  of  anv  additional  revenue  sli.ill  imi  Ik  .in  expense  of  state  government"  under  section  20  of  article  X  of  this  constitution. 

14.  No  coiilract  shall  be  uiieiilorceahle  on  Ihc  hasis  llial  nianul'aeturina.  producing,  delivering,  nossessinp.  or  using  marijuana,  marijuana  products. 

marijuana  extracts,  mariiuana  parapliemalui.  or  industrial  hemp  is  prohibited  by  federal  law 

1 5.  Nothing  in  this  section  shall  be  construed: 


 Qj  To  amend  or  affect  in  anv  way  anv  state  or  federal  law  pertaining  to  employment  mailers: 

 t2j  fo  amend  or  alfecl  in  anv  way  anv  slate  or  federal  law  pertaining  lo  landlord-tenant  matters; 

 (3j  To  amend  or  alTect  in  luiv  way  anv  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real  property  or  anv  other  person  who 

has  a  lepal  estate  in  real  property  from  prohibiting  Ihe  manufacture,  production,  delivery,  possession,  or  use  of  mariiuana  on  such  real  properly . 

 tii  l  o  amend  or  affect  in  any  way  any  state  law  pertaining  lo  the  operalioii  of  a  vehicle,  walcrcratt.  aircraft,  railroad  tram,  or  anv  similar 

device  while  using  or  under  the  inlluciice  of  mariiuana: 
 l5_i  lo  reuuire  a  person  to  violale  a  federal  law:  or 

 16j  l  o  exenipi  a  person  from  a  federal  law  or  ohstnict  Ihc  enforcement  of  a  fetleral  law 


l<>.  If  anv  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  eilher  on  Iheir  face  or  as  applied,  llie 

applicability,  constilulioiiality,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phra.ses.  and  words  of  this  section  shall  not  be  affected    l  o  that  end, 
the  subsections,  paragraphs,  phrases  and  words  of  this  section  are  intended  to  be  severable.  It  is  hereby  declared  to  be  the  intent  of  ihis  section  thai  each  and 
every  suhseclioii.  paragraph,  phrase,  and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs. 
phra.ses.  or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

17  The  provisions  of  subseclions  2.  3.  4. 6.  7. 9.  10.  II.  12.  13.  14,  15.  16.  and  1 7  of  this  section  and  paragraphs  1 1 ).  (2).  and  (5)  of  subsection  S  of  Ihis 

section  shall  become  effective  on  January  I.  2015  The  provisions  of  subsections  I  and  8  of  this  section  and  paragraphs  (3l  and  (4)  of  subsection  5  of  this 
section  shall  become  efleclive  on  June  I.  2015.  All  state  laws  that  are  inconsistent  with  any  provision  of  paragraph  ( I ),  (2).  or  t5i  of  subsection  5  of  this 
section  shall  no  lon^jer  remain  in  full  force  and  elTect  on  and  after  January  I.  2015  All  state  laws  that  are  inconsisleni  with  anv  provision  of  subsections  I  or  8 
of  Ihis  section  or  paragraph  (3|  or  (4)  of  subsection  5  of  this  seclion  shall  no  longer  remain  in  full  force  and  ericci  on  and  after  June  I.  2015.  All  of  the 
provisions  of  Ihis  section  shall  be  self-enforcing. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

DEC  0  ^  2013 

STATE  AUDITORS  OFFICE 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  I,  version  9  (2014-076) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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Page  No. 


misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 ,  RSMo,  to  the  contrary,  for  a  term  of 
1  not  to  exceed  one  year  in  the  county  jail  or  a  tl/ielnoVto  ixdfe'ecl^en  thousand  dollars  or  both,  for  anyone  to  sii'n 


it  is  a  class  A 

nnprisonment  nwi  ivj  »,a..>,>.u  um.  ^rtai  m  mc  i.uuiiiy  jiin  ui  a  iiricinui  lo  exteca  len  mousana  aonars  or  Dotn,  ror  anyone 
any  initiative  petition  with  any  name  other  than  his  or  her  own.  or  kno'wingly'to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition^ijlfgij^nglijJ^sopJin^ySjji^or  she  is  not  a  registered  voter. 

INITIATIVl;  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  stal«  of  Missouri: 

Wc,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  thai  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  stale  of 
Missouri,  for  iheir  approval  or  rejection,  at  the  general  election  to  be  held  on  the  -4'''  day  of  November,  2014.  and  each  for 
himself  or  herself  .says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  after  tny  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

L  .  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMi; 
(Siginiturc) 

Date 
Signed 

RLGISTLRl'D  VOTING  ADDR|:.S.S 
(Street,  No  PO  Boxes)        (City.  Town  or  Village) 

/,p 
Code 

Cong. 
Dist. 

NAMK. 
( Printed  or  Typed ) 

1. 

/  / 

2. 

/  / 

3. 

/ 

4. 

,/  / 

5. 

/  / 

6. 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  conectly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this  day  of 


Address  of  Aftlant 
,  A.D. 


Notary  Public  (Seal) 

My  commission  expires 


Signature  of  Notary 
Address  of  Notary:  _ 


1^ 


N( )  I  It'i;:  You  arc  adv  iscil  llial  llic  proposed  conslilulional  aincndnicnl  nia>  change,  repeal,  or  modily  b\  implicalioii  or  ma\  be  eonsinied  by  some  persons  to 
cliaiifie.  repeal  or  nioditV  by  impliealion.  ilie  I'ollowing  prov  isions  ol  ilie  Consliiulioii  ol' Missouri—  Seelions ').  10,  14.  1 5.  31  &  i2  ol  Article  I:  Sections  36, 
3y&  .W(a)ol  Article  111;  Sections  7.  12.  \  >.22.  23.  27(a)  &  48  of  Article  IV;  Sections  MIX*  24  ol"  Article  V;  Section  lX(di  of  Article  VI;  Section  I  and  4 
of  Article  VII;  Sections  2  of  Article  VIII;  Sections  .?(a).  7.  and ')(b)  of  Article  1\.  Sections  1.  2.  3.  4(a).  h,  l()(b).  17.  IS.  18(e).  19.  20  &  24  of  Article  .\.  and 
Section  2(b)  of  Article  .\ll 


//i'  //  iv.vo/iv./  hv  ilic  I'diple  III  ilii-  MtiilL-  iif  Missouri  ihiil  llw  ( 'oiisiiiiilioii  he  omfiidcii 
One  new  .section  is  adopted  to  he  known  as  Article  I.  Section  3.''(a)  and  to  read  its  follows: 


i:  Citizens  over  llie  aae  of  iwenlv-one  years  shall  have  the  right  lo  ciigaae  in  Ihe  produclion.  sale.  dislrihuliiHi.  and  consumption  of  niariniana  and  the 

nianul'acture  of  mnids  from  hemp,  siihiecl  to  reasonable  reuulalions  adopted  by  the  slaie  Kovemnieni  pursuant  to  ihis  section. 
i  The  purposes  of  ihis  scclion  are: 

 LU  lo  promote  the  vital  slate  interest  in  the  rciiulalion  of  ihe  sale  and  dislrihuiion  of  marijuana  in  order  lo  combat  illegal  underage  use  of 

marijuana,  and  achieve  oilier  iniponaiil  stale  policy  jioals  such  as  niainiaimnu  an  orderly  iiiarkclplace  composed  of  slale-licciised  niariiuana  producers, 
dislrihiiiors.  and  retailers; 

 12J  1  o  eliiiiinalc  Ihe  problems  caused  by  Ihe  prohibition  and  unconlrolled  criminal  manufaclure.  nroduelion.  delivery,  and  possession  of 

inariiiiana  vvilhin  Ihis  sUile; 

 QJ  l  o  prevent  the  produclion.  sale,  dislrihuiion.  and  recrealioiial  consiimplion  of  niariiuana  bv  those  under  Ivvenlv-one  years  of  age,  as  Ihe 

consuniplion  of  niariiuana  poses  particular  ha/jirds  lo  minors,  whose  brains  are  still  in  a  slate  of  development; 

 Ltl  l  o  Iciiali/c  under  slale  law  Ihe  use  of  niariiuana  by  individuals  who  are  sufleriiiii  from  a  medical  condition  w  hen  llieir  doctors  advise 

lhat  such  use  may  provide  a  medical  beiielll  lo  llieni; 

 Lii  l  o  raise  lax  rev  enue  from  Ihe  produclion  and  sale  of  niariiuana.  and  lo  allocate  such  revenue  for  slate  and  liKal  law  eiiforcenicnl  and 

rirel"i;;liler  pensions  and  reliremeiil  plans,  for  eleiiiciilarv .  sect)ndarv.  and  hiaher  educalion.  lor  Ihe  cilies  and  counties  of  ihis  siale.  for  menial  lieallli  and 
suhsiaiicc  abuse  proi-rams.  and  for  Ihe  division  for  llic  purposes  of  enforcing  re'^ulalions  upon  ihe  sale  and  distribulion  of  niariiuana  aulhori/ed  by  ibis  section; 

 {bl  I'o  k'nali/c  under  state  law  llie  maiuifaclure.  prtxiuclion.  and  delivery  of  industrial  hemp,  and  lo  rcgiilale  industrial  hemp  uiuler  slate  law 

111  a  manner  separate  luid  apart  from  Ihe  retiulalion  of  niariiuana; 

 LZ]  To  leiiali/e  under  slale  law  Ihe  manufaclure,  produclion.  possession,  and  use  of  mari|uana  by  persons  ivvenly-one  years  of  age  and  older. 

and 

 (8J  To  ^e^ali/c  under  slale  law  Ihe  delivery  ol  niariiuana  by  persons  lweiity-t>ne  years  of  ai;e  and  older  lo  persons  iweiily-oiie  years  of  auc 

and  older. 

3.  I'lie  people  of  Ihe  slale  of  MissiHiri  iiilend  llial  the  rules,  regulalioiis.  and  laws  nronitilgaled  and  enacled  in  accordance  willi  subseclion  7  of  this 

scclion.  tOMclher  wiih  Ihe  other  provisions  of  evisiinu  slale  law,  will: 

 LLi  I'reveiil  llie  dislrihuiion  ol  niariiuana  lo  persons  under  Ivvenlv-one  years  of  age; 

 i2j  I'reveiil  revenue  from  llie  sale  ol  niariiuana  from  goini;  lo  criminal  enterprises,  gangs,  and  cartels; 

 (3)  I'reveiil  ihc  diversion  of  niariiuana  from  this  slale  lo  other  slales; 

 til  I'reveni  niariiuana  acliv  ily  lhal  is  legal  under  slale  law  from  being  used  as  a  cover  or  prelexl  for  Ihe  IralTicking  of  oilier  illegal  dnigs  or 

other  illegal  aclivilv; 

 til  I'reveni  violence  and  the  use  of  lirearms  in  Ihe  cullivalioii  and  dislrihuiion  of  mariiuaiia; 

 (ftl  I'reveni  drugged  driving  and  Ihe  exacerbalioii  of  olher  adverse  public  lieallli  coiiscuuenccs  associaled  with  the  use  of  niariiuana; 

.  tZl  I'reveni  Ihc  grow  ing  of  marijuana  on  public  lands  and  Ihe  allendani  public  safelv  and  environnienlal  dangers  posed  by  niariiuana 

produclion  on  public  lands. 

 tSJ  I'reveni  llie  possession  and  use  of  niariiuana  on  federal  property  ;  and 

 tfil  I'reveni  Ihe  markeliiig  and  advertisenieiil  of  niariiuana.  niariiuana  prinlucls.  niariiuana  exiracls.  niariiuana  paraphernalia,  or  niariiuana 

usage  lo  lliose  under  ivvenly-one  \ears  of  age 

i  Unless  ihe  conlexl  clearly  indicales  olhervvise.  as  used  m  ihis  section,  llie  following  lemis  have  Ihe  following  meanings: 

 UJ  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuanu.  niariiuana  producis,  marijuana  exiracls,  or 

marijuana  paraphenialia  olher  lliaii  for  Ihe  purpose  of  resale. 

 CD  "Deliver"  or  "delivery"  means  Ihc  Iransfer  Irom  one  person  lo  another  of  marijuana,  niariiuana  products,  niariiuana  exiracls,  or  niariiuana 

paraphernalia,  wliclhcr  or  nol  lliere  is  an  agency  relalionsliip.  and  includes  a  sale. 

 tiJ  "Uepartiiieiil"  means  the  departmenl  of  health  and  senior  services,  or  any  successor  departnienl 

 til  "Oivision"  means  ihe  division  of  alcohol  and  lobacco  conirol  w  ilhiii  the  departmenl  of  public  safely,  or  any  successor  division  or 

dcpariiiieni 

 til  "Lnlilv "  includes  a  corporalion.  professional  corporalioii.  nonprolil  corporalion.  cooperalive  corporalioii.  prol'il  or  nonprolll 

iimncorporaled  associalion.  business  irusl.  limilcd  liabililv  company,  general  or  limited  partnership,  limiled  liabililv  partnership,  ioinl  venlurc.  or  anv  olher 
legal  ciililv.  and  includes  a  novcriimcnl  subdivision  or  agency 
 ti&l  "l.xpuiigeable  niariiuana  ol'Icnse"  means: 

^  (ill  I  he  manufaclure.  produclion.  possession,  or  use  of  niariiuana.  niariiuana  producis,  marijuana  exiracls.  or  niariiuana 

paraphenialia;  or 

^  til)  I  he  delivery,  possession  wilh  iiileni  lo  deliver,  or  Iraffickinp  of  marijuana,  niariiuana  prixlucls.  niarijiiana  exiracls.  or 

marijuana  paraphernalia  lo  one  or  more  individuals  i I  such  individuals  were  Ivvenly-one  years  of  a);e  or  older  al  Ihe  lime  of  Ihc  olTense. 

 til  "I'air  iiiarkcl  sale"  means,  w  ilh  respecl  lo  ihe  Siile  of  a  product,  a  sale  in  which  ihe  purchase  price  of  Ihe  produci  is  not  less  than  Ihe  price 

thai  a  vvillinj;  seller  would  accepi  and  a  willin;:  buyer  yyoiild  pav  in  the  open  market  and  in  coiiipelilion  wilh  <i|her  similar  producis. 

 till  "Household  exeniplion  liiiiils"  means,  al  anv  given  lime: 

 tflj  l  our  niarijuana  plants  and  cijzhl  ounces  of  usable  niariiuana, 

 till  Sixicen  ounces  of  niarijuana  producis  in  solid  form,  and 


(cl  Scveiilv-lwo  ounces  of  niari)iiana  producis  in  liquid  form. 


 t21  "Induslrial  hemp"  means  Cannabis  Saliva  I.  conlaining  no  (;realer  llian  one  percenl  lelralivdrocaiinahinol. 

 (10)  "l  icense"  means  imv  license,  permil.  regislralion.  consent,  or  aulhori/alioii  issued,  (iranled.  iiiveii.  or  olhervvise  made  available  hv  or 

undei  Ihe  aulhorilv  of  anv  slale  or  Iwal  goveriinieiual  bt)dy  .  a^-ciicv.  or  official. 

 (II)  "l  icensee"  means  any  person  who  holds: 

.  till  A  marijuana  license;  or 

^  tin  A  license  issued  by  any  slale  agency  for  the  purchase,  sale,  nianul'acliirinj;.  produclion.  prcK'essing.  iransportalion.  or  delivery 

of  induslrial  hemp. 

 (12)  "Manufaclure"  means  ilic  produclion.  prcparalioii.  propagalion,  compounding  or  processing  of  marijuana  paraphernalia  i>r  of  niariiuana, 

niariiuana  producis.  or  niari|uaiia  exiracls.  either  direcllv  or  by  exiraclion  from  subslanccs  of  iiaUiral  orijiin.  or  indepentlently  by  means  of  chemical  sv  iiiliesis. 
or  by  a  coiiibiiialion  of  cxiraclioii  and  chemical  sviilliesis.  and  includes  any  packaging  or  repackajiing  of  the  suhsuiicc  or  laheliiig  or  rclabeliin;  of  its  conlaiiier. 

 (13)  "Marijuana"  means  all  parts  of  the  planl  genus  Cannabis  in  anv  species  or  form  lliereof.  wlicilicr  yiowing  or  nol.  olher  than  niariiuana 

¥Mf«Vl> 

 (14)  "Marijuana  exiraci"  means  a  prodiicl  oblaiiied  by  separaliny  resins  from  niariiuana  by  solveni  exiraclion.  using  solveiils  olher  lhan  waler, 

vcgelablc  glvcerin.  planl  oils,  and  dairy  products,  such  as  hiiiaiie.  hexaiic.  isopropy  1  alcohol,  elhanol.  and  carbon  dioxide 

 (15)  "Mariiiiana  license"  means  a  license  issued  by  ihe  division  lor  llic  purchase,  sale,  iiianufaclurint;.  production.  pr(X.'essinp.  lransp<irtaljon. 

Of  delivery  of  mari)uana.  niariiuana  pniducls.  niariiuana  exiracls.  or  niarijuana  paraphernalia 

 (16)  "Mari|uana  paraphernalia"  means  all  eqiiipmcnl.  producis.  subslanccs  and  materials  of  any  kind  which  are  used,  intended  for  use,  or 

designed  lor  use,  in  plaining,  propagating,  cullivaling.  growing,  harvesling.  inanufacluring.  compounding,  converting,  producing.  priKcssinp.  preparing, 
sioring.  containing,  concealing,  ingesting,  inhaling,  or  olhervvise  inlroducing  inio  Ihe  human  hodv  mariiuana.  niariiuana  producis.  or  marijuana  exiracls 

 (17)  "Mariiuana  producis"  means  producis  lhal  conlain  niariiuana  or  niariiuana  exiracls  and  are  inlended  for  human  consuniplion  Mariiuana 

products  tloes  nol  mean  niariiuana  by  ilscll'.  or  a  niariiuana  exIraci  hv  iiself. 

 ( 18)  "Mariiuana  relailer"  means  a  person  who  sells  niarijuana.  marijuana  producis.  niarijuiuia  exiracls.  or  mariiuana  paraphenialia  to  a 

consumer  in  this  sialc. 

 (I'))  "Person"  includes  any  uidividiial  or  enlilv 

 (20)  "I'erson  lweiily-<^iie  years  of  age  and  older"  includes  any  enlilv  in  which  no  individual  under  iweiily-oiie  years  of  age  holds  a  direct  or 

indirect  inlcreiil. 

 (21 )  "Produce"  or  "production"  includes  Ihe  manufacture,  planling,  cullivalioii,  growing,  or  harvesling  of  marijuana,  niarijuana  products, 

niariiuana  exiracls.  or  niariiuana  paraphernalia. 

 (22)  "Public  place"  means  a  place  lo  which  Ihe  general  public  has  access  and  includes,  bul  is  nol  limiled  lo.  hallways,  lobbies  and  olher  parts 

ol'apjrtmcnl  houses  and  holds  not  consliluliiig  rooms  or  apartmenls  designed  for  aclual  residence,  and  highways,  sireels.  scIukiIs.  places  of  anuiscnicnl.  parks, 
playgrounds  and  premises  used  in  coiineclioii  with  public  passenger  iransportalion. 

 (23)  "Slale  law"  means  any  slale  or  local  law,  regulalion.  nile.  charier,  ordinance,  or  oilier  govemiiieiilal  aclion. 

 (24)  "  l  ax"  means  any  income,  gross  receipts,  excise,  stamp,  projierty.  windfall  proljl.  personal  property,  sales,  use.  Iransfer.  value  added. 

concession,  add  on  niininium.  or  olher  lax,  fee,  assessmenl.  lew  ,  lariff.  charge,  or  duly  of  any  kind  wlialsoevcr  imposed,  assessed,  or  collecled  hy  or  under  the 
aulhorilv  of  any  govemmenlal  bodv 

 (25)  "I  Isable  mariiuana"  iiK-ans  dried  mariiuana  llowers  and  dried  marijuana  leaves,  and  any  niixliire  or  preparation  llierei>f  * 

5^  I  xcepi  as  otherwise  provided  in  Uiis  scclion.  no  slale  law  shall; 


 UJ  I'mliihii  ilic  ppsscssion  or  u.sc  nl  iiiiirliiiiina.  niariuiana  pruducis.  iiiiiriiLiaiia  cxirucb.  or  niariiuana  pariiplicrn;ilia  hv  persons  Iwcnlv- 

vt-ars  nf  at;c  and  older: 

 l2l  I'rohihil  llic  Iransporlalion  or  delivery  nl' niariiuana.  niariiuana  proiliicis.  niariiuaiiu  eMracts.  or  mnriiiiaiia  paraplK-riialia  hv  persons 

[vvenlv-one  vears  of  aae  and  older  lo  persons  mcniv-one  vears  ol  ajie  and  older: 

 Lil  I'rohihil  die  purchase,  sale,  niniuil'aelnrin;;,  produclioii.  and  proeessiiig  ol' marijuana,  mariinana  priHiiiels.  niariiuana  extraeUi.  or 

niariiuana  parapliemalia  h\  persons  meiiiv-oiie  vears  ol'ajie  and  older: 

(4l  l'rt)hihii  die  purchase,  ^ale.  iiianul'ueluriii;:.  pr[Hluelion.  priKessin-!.  Iransponalioii.  or  delivery  of  iiiduslrial  hemp:  or 

 .  lil  I'rovide  for  llie  seizure  or  lorleiliire  ol  aiiv  pioperlN  used  in  connection  wilh  an\  piireluisc.  sale,  iiiaiuiraclunin;.  produelion.  prixessinp. 

Iransporlalion.  delivery,  possession,  or  use  of  marijuana,  mariiuana  products,  niariiuana  paranlieriialia.  or  induslnal  hemp  1 1  such  iiiaiiulaclure.  produelioii. 

delivery,  possession,  or  use  is  huvl'ul  under  slate  law. 

(v  Nolmlhslandiiii'  suhseetioii    of  this  seeli<in.  a  stale  la>\  may: 

 (Xl  I'rohihil  the  impoflalion  and  exportation  ol  niari|uana.  mariiiiaiia  products,  and  niariiuana  evtracLs  into  and  from  this  stale: 

 (2j  rri>hihil  the  purchase,  sale,  nianulacturiiie.  pr<idiiction.  processiii!;.  or  delivery  ol  niariiuana.  niariiuana  products,  and  niariiuana  extraels 

in  or  on.  or  within  one  thousand  feel  of.  real  nroperlv  coiiiprisinu  a  puhlic  or  private  elenicntars  or  ^ccondarN  schiH'l.  public  vocational  seluuil.  or  a  public  or 
private  coninninily  colleue.  colleae.  or  university  attended  primarils  hv  individuals  under  meiilv-oiie  years  of  age: 

 lil  I'roliibit  the  operalion  of  a  v  ehicle,  vvatcrcrafl.  aircralt.  railroad  Irani,  or  any  similar  device  w  hile  usiiiu  or  under  the  inlliiencc  of 

niariiuana. 

 lil  I'roliihit  the  use  of  niariiuana.  niariiuana  products,  and  niariiuana  exiracis  in  a  puhlic  place,  provided  however  thai  the  iH'nallv  for 

violation  of  such  law  iiia\  nol  exceed  thai  lor  an  infraction: 

 lil  Prohibit  the  purchase,  sale,  iiianufaclurinu.  iiioductinii.  processing,  transportalioii.  delivery,  or  possession  of  niariiuana.  niariiuana 

products,  and  marijuana  cxtiaels  li\  an\  person  that  does  nol  coiiipK  wilh  m\  nilcs.  regulations,  anil  laws  proniult-ated  and  enacted  in  accordance  wilh 
silbxeelion  7  of  this  section: 

 lil  C  lassify  the  penallies  for  violalions  of  such  laws: 

 12}  Impose  an  excise  lax  on  the  llrsl  fair  market  sale  of  all  niariiuana  produced  in  this  state  at  a  rate  nol  less  than  fifteen  percent  and  nol 

more  llian  Ihirtv  percent  of  Ihe  purchase  price  I  he  additional  excise  lax  revenue  aulliori/ed  h\  this  section  shall  not  be  pari  of  the  "total  stale  revenue"  w  ithin 
the  nieanini!  of  sections  1 7  and  IX  of  article  .\  of  this  constilution.  nor  suhieet  to  additional  voter  approval  under  section  I8le)  of  anicle  X  of  this 
conslilulion.  In  addilion.  the  expenditure  of  this  additional  revenue  shall  nol  be  an  "expense  of  slate  gov  eninieni"  under  seelii>n  20  of  article  X  of  ihis 
eonsliUilion 

1  Subject  lo  the  provisions  of  subsection  .S  of  ihis  section,  on  or  before  June  I.  2015.  Ihe  division  shall  proniulpale  rules  and  regulations  thai  control 

and  regulate  Ihe  purchase,  sale,  iiianulacluring.  production,  processing.  lransp<irlatioii.  delivery  ,  possession,  and  use  of  niariiuana.  mariiuana  prodiiets. 
marijuana  extracts,  and  niari|iiaiia  paraphernalia,  including  but  not  limited  lo  rules,  regulalions.  and  laws  lhal: 


 lil  Require  a  person  U)  obtain  a  marijuana  license  to  purchase,  sell,  manufacture,  produce.  priKess.  traii'.pon,  or  deliver  niariiuana. 

mariiuana  products,  mariiuana  extracts.  i>r  niariiuana  paraphernalia. 

 l2j  I'rovide  for  the  collection  of  llie  excise  lax  provided  in  paragraph  7  ol  suhsectioii  h  of  this  section. 

 lil  I'rovide  for  the  enforcemcnl  of  such  laws  and  for  the  examination  and  inspection  ol  llie  hooks,  records,  and  premises  of  licensees: 

 lil  Regulate  llie  advertising  of  niariiuana.  niariiuana  products,  marijuana  extracts,  and  mariiuana  paraphernalia: 

 lii  I'rov  idc  for  the  receipt  and  transfer  of  all  funds  received  by  Ihe  slate  from  the  excise  taxes  and  license  and  oilier  fees  colleclcd  under 


such  laws,  as  follows: 

 la]  first.  10  the  division,  an  amount  thai  Ihe  general  assembly  deems  necessary  for  Ihe  division  lo  carry  out  the  division's 

obligations  under  such  laws,  including  a  reserve  fund  lo  maintain  a  reasonable  working  cash  balance  for  the  purpose  of  carrying  out  such 
ohiigalions: 

 IbJ  Next,  the  remainder  of  such  funds,  lo  such  specific  transferees  as  Ihe  general  assembly  may  dclerniine.  for  the  follow  ing 

purposes  lil  lor  Male  and  local  law  enforcement  and  firefighter  pensions  and  retirement  plans,  twenty-live  percent:  lii)  for  public  insliuilions  of 
elenientarx  and  secondary  education,  twenlv-five  percent:  (lii)  for  mental  health  and  substance  abuse  programs,  ivveiitv  percent:  (ivi  for  cities  and 
eoiinlies.  filleen  percent:  and  Ivl  lor  public  insliuilions  of  higher  education  or  lor  scholarships  to  attend  ^uch  insliiiiiions.  fifteen  percent:  and 

 lyj  /Ml  nionevs  appropriated  by  Ihe  general  assembly  from  the  excise  taxes  auiliori/ed  in  paragraph  7  of  subsection  6  of  this 

seelioii  shall  provide  additional  funds  for  the  purposes  enumeraled  abiwe  and  not  replace  existing  funding 

 th)  Limit  the  amount  of  mariiuana.  niariiuana  products,  or  mariiuana  extracts  lhal  a  person  other  than  a  licensee  may  rnissess  al  any  given 

lime,  priwided  however  that  Ihe  jieiialty  lor  v  lolalion  of  such  law  may  not  exceed  that  for  an  infraction  lor  the  first  v  iolalion  and  a  misdemeanor  for  any  second 

or  siihsenueiil  violation 

(f  Nti  stale  law  or  combination  of  stale  law  s  shall 

 lil  I  xcept  for  the  tax  priwided  in  paragraph  (7)  of  subsection  ti  of  Ihis  section.  iiiip<ise  any  lax  on  marijuana,  mariiuana  products,  marijuana 

exiraels.  or  transactions  involving  mariiuana.  niariiuana  products,  or  iiiarijiiaiia  extracts  that  is  nol  imposed  on  other  protlucls  generally . 

 l2j  I  .unit  the  anioiinls  of  mariiuana.  marijuana  products,  or  marijuana  extraels  lhal  a  person  other  than  a  licensee  may  possess  al  any  given 

time  lo  amounts  less  than: 


(a)  four  niariiuana  plants  and  eight  ounces  of  usahle  marijuana: 

lb)  Sixteen  ounces  of  mariiuana  products  in  solid  form: 

lei  Seventy -two  ounces  of  niariiuana  products  in  li(|iiid  form:  and 

Idl  I  )ne  ounce  of  niariiuana  extracts 


 (i)  l-iiiiil  the  aggregate  number  ol'liceiisees  thai  iiiav  hold  mariiuana  licenses  or  the  aggregate  number  of  niariiuana  licenses  lhal  may  be 

granted,  provided  however  that  the  number  of  licensed  mariiuana  retailers  in  a  county  may  he  limiled  lo  no  fewer  than  one  marijuana  retailer  per  2.5(111 
inhabilanls  in  such  counlv.  according  lo  the  most  recenl  census  of  the  I  Iniled  Stales: 

 liJ  I  . mill  Ihe  number  of  mariiuana  licenses  lhal  may  he  granted  lo  or  held  by  the  same  person: 

 (5J  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  dilfereni  ty  pes  of  niariiuana  licenses: 

 16j  Prohibit  a  person  Irom  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual  who  owns  a  direcl  or  indirect 

inleresl  in  the  person  is  nol  organized  in  or  a  resident  of  this  state. 

 111  Prohibit  a  person  Irom  being  granted  or  holding  a  iiiari)iiaiia  license  because  the  [Krson  or  any  individual  who  owns  a  direct  <ir  indirect 

inleresl  in  the  person  has  been  convicted  of  violating:  (i)  any  non-tliscrelionarv  expiingeable  marijuana  offense  in  paragraph  1 1 1  or  l2l  of  suhseelion  ( I4>  of  Ibis 
seelioii.  or  (ill  any  niiiriiuaiia-relaled  offense  that  has  been  expunged. 

 iXj  Reijuire  an  individual  Iwenlv-one  vears  of  age  or  older  lo  obtain  any  license  lo  possess  or  use  mariiuana.  mariiuana  prodiiels.  niariiuana 

extracts,  or  mariiuana  paraphenialia: 

 1^>1  Require  a  consumer  twenty-one  years  of  age  or  older  lo  obtain  any  license  lo  purchase  mariiuana.  niariiuana  products,  marijuana 

extracts,  or  niaripiana  paraphernalia  from  a  licensed  mariiuana  retailer. 

 ( Idl  Require  an  individual  twenty-one  years  of  age  or  older  lo  obtain  any  license  lo  deliver  marijuana,  mariiuana  products.  iiiari|uana 

extracts,  or  mariiuana  paraphernalia  for  no  consideration  to  an  indiv  idual  Iwentv-one  vears  ol  age  or  older  if: 

.  liU  file  mariiuana.  marijuana  products,  niarijuaiia  extraels.  or  marijuana  paraphernalia  were  purchased  from  a  licensed  marijuana 

retailer,  or 

 (JU  I  he  mariiuana  or  marijuana  prodiicis  were  iiiamilaclured  or  processed  by  a  person  wilhoiil  a  license  in  accordance  vvilli 

paragraph  I  I2l  ol  this  subsection: 

 (III  Require  anv  mariiuana  retailer  to  record  the  name  or  any  other  personally  identifiable  inl'orniatioii  of  any  consumer  Iwenlv-one  years  of 

age  or  older: 

 (I2|  Require  a  person  twenty-one  years  of  aee  or  older  lo  obtain  any  license  or  pay  any  tax  to  manufacture  or  priKess  marijuana  or  mariiuana 

products  at  a  household  for  noncomniercial  personal  use  if  the  ap^regate  amounts  o(  such  iiiarijuaiia  and  mariiuana  products  al  the  household  do  nol  exceed  the 
household  exemption  limits:  or 

  ( l  .^l  I'romie  thai  die  penally  lor  manufacturing  more  than  Ihe  number  of  mariiuana  plants  lhal  may  be  manulaclured  withoul  a  license  under 

paragraph  ( I2l  of  this  suhseelion  iiiav  ni>l  exceed  lhal  lor 


(al  .All  infraction,  if  Ihe  violation  is  a  first  violation  and  the  number  of  mariiuana  phuits  is  not  more  than  double  Ihe  number  of 

iiiariiiiiMia  plants  that  may  be  manufactured  without  a  license: 

 |bj  .\  misdemeanor,  if  llie  v  iolation  is  a  firsi  violation  and  the  number  of  marijuana  plants  is  more  than  double  but  not  more  than 

qiiadmplc  the  number  <d' marijuana  plants  lhal  may  be  manufaclured  wilhoul  a  license:  or 

 ttl  ,\  misdemeanor,  if:  (il  the  violation  is  a  second  violation,  (ill  with  respecl  to  the  first  violation,  the  number  of  mariiuana 


plants  was  not  more  than  double  the  number  of  mariiuana  pliuils  thai  may  be  maniilactured  vy  ilhoul  a  license,  and  mil  with  respect  to  Ihe  second 
y  iolalion.  the  number  of  marijuana  plants  is  not  more  than  double  tlxf  number  ol  mariiuana  planls  that  may  he  manufactured  vvilboul  a  license:  or 

 1 14|  Make  the  ivvMiership  or  operation  of  a  licensed  business  lhal  inanufaclures.  produces,  or  delivers  niariiuana.  mariiuana  products. 

mariiuana  exirucls.  or  mariiuana  paraphernalia  in  Ihis  stale  so  burdensome  that  it  would  be  impracticable  for  a  pnideiil  business  person  lo  organize  or  conduct 

Ihe  business. 

'  In  or  before  June  I.  2015.  Ihc  deparlmenl  shall  proiiiulgale  rules  and  regulations,  and  the  general  assembly  may  enact  laws,  lhal: 

 lLi  Permit  indiv  iduals  with  a  medical  condition  who  may  benefit  from  the  medical  use  of  mariiuana.  mariiuana  products,  and  mariiuana 

exlriicls  to  be  able  to  discuss  IrecK  with  llicir  doctors  the  possible  risks  and  benefits  of  medical  niariiuana  use  and  lo  have  Ihc  henelil  of  their  doctor's 
professional  advice: 

 tlL  I'ennil  iiidiv  idiials  sulTeriiig  from  a  medical  condilion  lo  he  allowed  lo  use  mariiuana.  mariiuana  products,  and  mariiuana  extraels 

wilhoul  being  subiecl  to  civ  il  or  cnniinal  penallies  when  their  doctors  advise  lhal  such  use  may  provide  a  medical  benefit  lo  Iheiii  and  when  other  reasonable 
resiriciioiis  are  met  regarding  thai  use:  and 


(3l  I'rovide  llial  no  individiiiil  unJiT  ciiihlccn  years  of  age  sliall  he  iilKiwcd  lo  use  niiirijuana.  inaniuiniii  prodiicls.  or  inai 

medical  purpt)scs  imless  Ihe  iiidividuars  custodial  parent  or  leijal  guardian  uilli  resporisihili(\  tor  the  individual  s  health  cnrc  decisions  coiisenis  lo  sucli  use. 

10.  No  licensed  doctor  mav  he  subieeled  to  any  eriniiiial  nr  civil  penalt\.  or  lo  an\  discipline  hv  aws  slate  licensing  division,  hoard,  or  eonimission.  lor: 

ill  Advisiii};  a  person  whom  the  doctor  has  diagnosed  as  haviii!;  a  medical  condition,  or  a  person  who  the  doctor  knows  has  been  so 

diajtnosed  by  anotlKT  licensed  doctor,  about  ihe  risks  and  heiielils  of  medical  use  ol  niariiuana  or  that  Ihe  medical  use  ol  iiiariiuana  may  nlltl^ale  Ihe  sv  mplonis 
or  elVects  ol  the  person's  medical  condition,  provided  Ihe  advice  is  based  ori  llie  diKlor's  personal  assessment  of  the  person's  medical  history  and  currenl 
medical  condilion:  or 

(21  Providiiii;  an\  wrillen  divcumentalion  that  evidences  or  conliniis  such  ad\  ice  and  assessment 

1 1.  I  he  division  is  directed  and  authorized  lo  enforce,  adniinisler.  and  make  niles  and  reuiilalioiis  thai  are  not  inconsistent  with  this  section. 

12.  I  he  department  is  directed  and  aiithori/ed  to  enforce,  administer,  and  make  rules  and  reaulations  llial  are  noi  incoiisisleiil  with  this  section 

1.^.  I'hc  general  asseiiihlv  may  enact  laws  that  control,  remilate.  and  lax  the  manufacUire.  production,  and  delivery  of  iiidiislrial  henin  .Xnv  additional 

tax  re\  eniie  authorized  by  this  section  on  ihe  manufacture,  pn^uction  and  delivery  of  induslrial  hemp  shall  not  be  part  of  Ihe  '  total  slate  revenue "  w  illiin  Ihe 
meanini;  of  sect  ions  17  and  IS  nl  article  \  of  ihis  consliliition.  nof  subject  to  additional  voter  approval  under  section  IX(e)  of  article  .\  of  this  conslitulion.  In 
addition,  the  expenditure  ol  any  ailditioiial  revenue  shall  not  W  an  "expense  of  slate  tiovernmenl"  under  seclitm  20  of  article  .X  of  this  consliuition. 

14.  Convictions  of  niariiuana  offenses  shall  be  expuimeable  as  follows: 

 LU  An  individual  who  has  plead  auilty  lo  or  has  been  convicted  of  violalina  any  expuneeable  marijuana  olTense.  and  who  was  twenlv-one 

years  of  aue  or  older  at  Ihe  time  of  the  offense,  mav  apply  Iti  the  ct)un  in  w  hich  he  or  she  was  sentenced  for  an  order  li>  evpunue  all  official  records  ol'liis  or  her 
arresl.  plea,  trial,  and  conviclloii  If  Ihe  court  determines,  upon  review,  that  such  individual  has  plead  uuillv  to  or  has  been  convicted  of  an  expun^eahlc 
niariiuana  offense,  the  court  shall  enter  an  order  of  expunpeiiienl.  An  individual  shall  he  enlilled  lo  one  or  more  expuniiemeiils  pursuant  to  this  paragraph  ( I ) 

 Ql  Alter  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  miill\  to  or  lias  been  convicted  of  violatinu  any  expuimeahle 

marijuana  olfense  for  the  first  time,  and  who  was  under  Iwciily-one  years  of  aue  at  the  lime  ol  the  ollensc.  and  who  since  such  conv  icl  ion  has  noi  been 
convicted  ol  any  other  niariiiiaiia-relaled  offense,  mav  apply  lo  Ihe  court  in  which  he  or  she  was  sentenced  for  an  order  to  expunge  M  ofllcial  records  of  his  or 
lier  arresl.  plea,  trial  and  conv  iction  If  the  court  dcteniiiiies.  upi'ii  review,  that  such  individual  has  not  been  convicted  of  any  other  iiiariiuana-rclaled  olTciise  at 
Ihe  nine  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  e\puni:enienl 

 til  An  individual  who  has  plead  guilty  to  or  has  been  convicted  ol  violating  iuiv  expungeahic  marijuana  oU'ense  that  is  not  expuneeable 

under  paragraphs  1 1 )  or  (2)  ol  this  siihsection  mav  apply  lo  the  court  in  which  he  or  she  was  senicnccd  for  an  order  lo  expunge  all  official  records  of  his  or  her 
arresl.  plea,  trial,  and  conviction  If  Ihe  court  deteniiines.  upon  review,  that  an  expiingenienl  is  in  Ihe  interests  of  iuslice.  the  court  mav  enter  an  order  of 
expuiigenieiit  An  individual  nia\  he  entitled  lo  one  or  more  expungements  pursuant  lo  this  paragraph  (.^l 

 UJ  I  he  elVect  of  an  order  ol  expungement  shall  be  lo  restore  the  applicable  individual  lo  Ihe  status  he  or  she  occupied  prior  to  such  arrest. 

plea  or  conviction,  as  if  such  event  had  never  happened.  No  individual  as  to  whom  such  order  has  been  entered  shall  be  held  ihercalk-r  under  any  provision  of 
any  law  to  be  guiltv  of  perjury  or  otherwise  giving  a  false  statement  by  reason  <if  his  or  her  failure  to  recite  or  acknow  ledt;e  such  arresl.  pica,  trial,  conv  iction 
or  expiingenienl  in  response  to  aiiv  inquiry  made  of  him  or  her  liir  any  purpose  w  lialsixrver 

15.  No  contract  shall  he  unenforceable  on  the  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using  niariiuana.  marijuana  products. 

mariiuana  extracts,  niariiuana  paraphernal iiL  or  industrial  hemp  is  prohibited  hv  federal  law 

16.  Nolhin|i  in  Ihis  section  shall  be  construed: 

 UQ  fo  amend  or  alTecl  in  any  way  any  stale  or  federal  law  pertaining  lo  eniploviiieiil  niatters; 

 (2J  l  o  amend  or  affect  in  any  way  any  state  or  federal  law  pertaining  lo  laiidlord-teiiaiil  matters; 

 (3J  l  o  amend  or  alTecl  in  any  way  any  slate  or  federal  law  that  permits  an  ow  ner,  lessor,  or  lessee  of  real  property  or  any  other  person  who 

has  a  legal  estate  in  real  properly  from  prohibiting  Ihe  manulacliire.  production,  delivery,  possession,  or  use  of  marijuana  on  such  real  property; 

 (jj  l  o  amend  or  affect  in  any  way  am  slate  law  pertaining  lo  the  operation  of  a  vehicle.  vvatercraH.  aircraft,  railroad  train,  or  anv  similar 

device  while  using  or  under  the  inlluence  of  niariiuana. 
 15J  I  o  rec|uire  a  person  to  violate  a  federal  law;  or 

 (6J  I  o  exeiiipi  a  person  from  a  federal  law  or  obslrticl  the  enforcement  of  a  federal  law 

17.  II  any  suhseclioiis.  paragraphs,  phrases,  or  words  of  this  section  shall  he  held  unconsiilulional.  void,  or  illegal,  either  on  Iheir  face  or  as  applied,  the 

applicahililv.  constilulioiialilv.  and  legality  of  any  and  all  other  subscclions  par;iL'raphs.  phrases,  and  words  of  this  section  shall  m>t  be  alVecled   fo  that  end, 
the  subsections,  paragraphs,  phrases,  and  words  of  this  seclioii  aic  iniciulcd  lo  he  scvcrahlc  It  is  hereby  declared  lo  he  the  inlenl  of  ihis  section  that  each  and 
every  suhseclioii.  paragraph,  phrase,  and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  panijiraphs. 
phrases,  or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

JX  Ilieprovisioiisofsuhseclioiis2..^.-I.h.  7.9.  10.  II.  12.  I.V  14.  I.S.  16.  I7.aiid  18  of  this  section  and  paragraphs  ( 1 1.  (2).  and  (5)  of  subsection  5  of 

this  section  shall  become  elfeclive  on  .lanuary  I.  2015.  Ihe  provisions  of  subsections  I  and  X  of  this  section  and  paragraphs  (.!)  and  (4)  of  subsection  5  of  Ihis 
section  shall  heconie  elleclive  on  luiie  I.  2015  All  slate  laws  thai  are  ineonsisleni  with  any  pro\  ision  of  paragraph  ( I).  (2).  or  (51  of  subsection  5  of  this 
seclioii  shall  no  loni-er  remain  in  full  force  and  effect  on  and  after  January  I.  2015  All  stale  laws  that  are  inconsistent  with  anv  provision  of  subsections  I  or  8 
of  this  section  or  paragraph  ^^)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  elTect  on  and  alter  June  I.  2015.  All  of  Ihe 
provisions  of  this  section  shall  he  self-enforcing;. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Inforn4ation  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  4,  2013 


RECfcJVED 

DEC  0  4  2013 

STATE  AUDITORS  OFFICE 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


Jefferson  City.  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  I,  version  10  (2014-077) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  3,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summar>'  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  M ain  Street  •  Jefferson  City  65 1 0 1 
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Page  No. 

f.  r.-nr:p/;rn   ■ 

It  is  a  class  A  misdemeanor  punishable,  notwithsthhdirig'the  provisions  of  section  560.021,  RSMo,  lo  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  th«xuoui|tV-ji}il  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  otherMflW 'msU)r~hir  J\vn,  or  lOiSwingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  ^ate  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November,  2014,  and  each  for 
himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  EOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

Date 
Signed 

RFGISlTRCn  VOTING  ADDRliSS 
(Street.  No      Hoxes)        (City,  1  own  or  Village) 

/ip 

Code 

Cong 
Disl. 

NAMli 
(Printed  or  Typed) 

1. 

/  / 

2. 

/  ,' 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

19. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 
Address  of  Notary: 

Notary  Public  (Seal)   


My  commission  expires 


NOTICE:  You  arc  advised  that  the  proposed  cotistiluiional  amendnicnt  may  change,  repeal,  or  modify  by  implication  or  may  be  construed  by  some  persons  to 
chanpe,  repeal  or  modify  by  implication,  Uie  I'ollowingprovisionsoI'lheConslilulionof  Missouri— .Sections').  10.  14.  15.  .11  &  32  of  Article  1;  Sections  36, 
3y  &  3')(aM>rArliclc  111.  Scctums  7.  12.  l.^i.  22.  23.  27(a)  &  4X  of  Article  IV;  .Sections  14.  18  &  24  ol  Article  V;  Section  18(d)  of  Article  VI;  Section  I  and  4 
of  Amcic  VII;  Sections  2  of  Article  VIII;  Sections  3(a),  7.  and  <)(b)  of  Article  IX;  Sections  1.  2,  3, 4(a).  6,  ICKb),  17,  18.  18(e),  19, 20  &  24  of  Article  X;  and 
Section  2(b)  of  Article  XII. 

Be  II  resolved  by  the  /xople  iff  the  stale  of  Missouri  thai  the  Cnnslitulion  he  amended: 

One  new  section  is  adopted  to  be  known  as  Article  I.  Section  3S(al  and  to  read  as  Ibllows; 

L  Citizens  over  the  age  of  twenty-one  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and  consumption  of  marijuana  and  the 

manufacture  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state  govcmnienl  pursuant  to  this  section 
2j  file  purposes  of  this  section  are: 

 iil  lo  promote  the  vital  stale  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to  combat  illegal  underage  use  of 

marijuana,  and  achieve  other  important  stale  policy  goals  such  as  maintaining  an  orderly  marketplace  composed  of  state -licensed  niariiuana  producers, 
distributors,  and  retailers; 

 t2]  I'o  eliminate  the  problems  cattsed  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production,  delivery,  and  possession  of 

mariiuana  within  this  state; 

 Q}  I  o  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  mariiuana  by  those  under  iwenty-one  years  of  age,  as  the 

consumption  of  mariiuana  poses  particular  hazards  lo  minors,  whose  brains  are  still  in  a  state  of  develonnieni; 

 l4j  l  o  lepali/.e  under  state  law  the  use  of  mariiuana  by  individuals  who  arc  sulferinp  from  a  medical  condition  when  their  doctors  advise 

that  such  use  may  provide  a  medical  benefit  to  them; 

 t5j  l  o  raise  ta\  revenue  from  the  production  and  sale  of  mariiuana.  and  lo  alliKate  such  revenue  for  state  and  local  law  enforcement  and 

firelighter  pensions  and  retirciiieiil  plans,  for  elementary,  secondary,  and  higher  education,  for  the  cities  and  counties  of  this  state,  lor  mental  health  and 
substance  abuse  programs,  and  for  the  division  for  the  purposes  of  enforcing  regulations  upon  the  sale  and  distribution  of  marijuana  authorized  by  this  section; 

.  {hX  To  legali/c  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate  industrial  hemp  under  slate  law 

in  a  manner  separate  and  apart  from  the  regulation  of  mariiuana; 

 tU  To  Iceali/e  under  state  law  the  manufacture,  production,  possession,  and  use  ol  marijuana  by  persons  twenty-one  years  of  aee  and  older; 

and 

 (.8]  l  o  legalize  under  slate  law  the  delivery  of  mariiuana  hy  persons  twenty-one  years  of  age  and  older  to  persons  twenty-one  years  of  aec 

and  older 

1  fhe  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance  with  subsection  7  of  this 

section,  together  w  ith  the  other  provisions  of  existing  slate  law,  will: 

 (Jj  Prevent  the  distribution  of  mariiuana  to  persons  under  twenty-one  years  of  age; 

 I2j  Prevent  revenue  Iroin  llie  sale  of  marijuana  from  going  to  criminal  enterprises,  gangs,  and  cartels; 

 (3J  Prevent  the  diversion  of  niari|uaiia  from  this  slate  to  other  stales; 

(4)  Prevent  matiiuaiia  aclivilv  that  is  legal  under  state  law  Irom  being  used  as  a  cover  or  preiexl  for  the  trall'ieking  of  other  illegal  drugs  or 

other  illegal  activity. 

 tlj  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribiuion  of  mariiuana; 

 16)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  eoiiseuuences  associated  wilh  the  use  of  mariiuana: 

 12J  Prevent  the  growing  of  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers  posed  by  marijuana 

production  on  public  lands; 

 t8j  Prevent  the  possession  and  use  of  mariiuana  on  federal  property,  and 

 (9j  Prcveiil  the  marketing  and  advertiseniciil  of  niariiuana.  mariiuana  products,  mariiuana  exiraets.  mariiuana  paraphernalia,  or  niafi)uana 

usage  to  those  under  twenty -one  years  of  age 

4  Unless  the  context  clearly  indicates  otheryvise.  as  used  in  this  section,  the  following  terms  have  the  following  meanings: 

 IJJ  "Consumer"  means  an  individual  yvho  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  marijuana  products,  marijuana  extracts,  or 

marijuana  paraphemalia  other  than  for  the  purpose  of  resale. 

 (2J  "Deliver"  or  "delivery  "  means  the  transfer  from  one  person  lo  another  of  marijuana,  marijuana  products,  marijuana  extracts,  or  mariiuana 

naraphemalia.  whether  or  not  there  is  an  agency  relalionsliip.  and  includes  a  sale. 

 "Ucpartineni"  means  the  deparlmeiit  of  lieallh  and  senior  services,  or  iinv  successor  department. 

 [4i  "Division"  means  ilie  division  ol  alcohol  and  tobacco  control  yvithin  the  dep.utmenl  of  public  safety,  or  any  succes.sor  division  or 

department. 

 i5j  "t-ntilv"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation,  profit  or  nonprol'il 

unincoiporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited  liability  partnership,  ioint  venture,  or  any  other 
legal  enlilv.  and  includes  a  government  subdivision  or  agency, 

 16}  "Pair  market  sale"  means,  vyilh  respect  lo  the  sale  of  a  pnnhicl  ;l       m  wlii,h  ilic  purchase  price  of  the  product  is  nol  less  than  the  price 

that  a  yyilling  seller  would  accept  and  a  willing  buyer  yvould  pay  in  Ihe  open  niai kcl  .mil  in  cuiiipcUlKiii  uilli  other  similar  products. 

 tZl  "Household  exemption  limits"  means,  at  anv  given  lime: 

 (a)  I  jghl  ounces  of  usable  mariiuana; 

 tbj  Sixteen  ounces  of  marijuana  products  in  solid  form;  and 

 tc)  Seventy-two  ounces  of  mariiuana  products  in  liquid  form 

 (8J  "Industrial  hemp"  means  Cannabis  Saliva  I.  containing  no  greater  (han  one  percent  tetrahydrocannabinol 

 19J  "I  icensc"  means  any  license,  permit,  registration,  consenl.  or  authorization  issued,  granted,  given,  or  olherwi,se  made  available  bv  or 

under  the  authority  of  anv  state  or  local  governniental  body,  agency,  or  official 

 (10)  "Licensee"  means  any  person  who  holds: 

 ta)  A  marijuana  license,  or 

 (b}  A  license  issued  bv  anv  state  agency  for  the  purchase,  sale,  manulactiiriiig.  production.  pnKCSsing.  transportation,  or  delivery 

of  industrial  hemp 

 (II)  "Manufaclure"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  niariiuana  paraphernalia  or  of  mariiuana. 

mari  juana  products,  or  mariiuana  exlrads.  cither  directly  or  bv  exiraclion  from  substances  of  natural  origin,  or  independently  by  means  of  chemical  synthesis. 
or  by  a  combination  of  extraction  and  chemical  synthesis,  and  includes  any  packaging  or  repackaging  of  the  substance  or  labeling  or  relabeling  of  its  container 

 (i2j  "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  groyving  or  not,  other  than  marijuana 

extracts 

 ( I3l  "Mariiuana  extract"  means  a  product  ohlaiiicd  bv  separalmg  resins  from  mariiuana  by  solvent  exiraclion.  using  solvents  other  than  yvaier. 

vegeiable  glycerin,  plant  oils,  and  dairy  products,  such  as  biilanc.  Iiexane.  isopropvl  alcohol,  clhaiiol.  and  carbon  dioxide. 

 ( 14)  "Mariiuana  license"  means  a  license  issued  by  the  division  for  the  purchase,  sale,  manufacturing,  production,  processing,  transportation. 

or  delivery  ol  niarijuiuia.  marijuana  products,  mariiuana  extracts,  or  iiiari|uana  paraphemalia 

 (IS)  "Mariiuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are  used,  iniended  lor  use,  or 

designed  for  use,  in  planting,  piopagating.  cultivating,  groyving.  harvesting,  manufacturing,  compounding,  converting,  producing,  processing,  preparing, 
storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise  introducing  into  the  human  body  marijuana,  marijuana  products,  or  mariiuana  extracts 

 (16)  "Marijuana  products"  means  products  that  contain  marijuana  or  marijuana  exlrads  and  are  iniended  for  human  consumption  Mariiuana 

products  does  nol  me;m  mariiuana  bv  itself,  or  a  niariiuana  extract  bv  itself 

  (17)  "Mariiuana  retailer"  means  a  person  who  sells  mariiuana.  marijuana  products,  mariiuana  extracts,  or  niariiuana  paraphemalia  to  a 

consumer  in  this  state. 

 (18)  "Person"  includes  any  individual  or  entity. 

 (19)  "Person  tyveiitv-one  years  of  age  and  older'  includes  any  entity  in  which  no  individual  under  iwentv-one  years  of  age  holds  a  direcl  or 

indirect  interest 

 (20)         "Produce"  or  "production"  includes  the  manufaclure.  planting,  cultivation,  groyving.  or  harvesting  of  mariiuana.  mariiuana  products. 

mariiuana  extracts,  or  mariiuana  paraphernalia 

 (21)  "Public  place"  means  a  place  lo  which  the  general  public  has  access  and  includes,  but  is  mn  limited  to.  hallways,  lobbies  and  olhef  parts 

ol  apartment  houses  and  hotels  not  constiluliiig  ohhiis  or  aparlmeiils  designed  Ibr  actual  residence,  and  higliwavs.  slrecls.  schools,  places  of  amusement,  parks. 
playgrounds  and  premises  used  in  conneclioii  yvilh  public  passenger  transportation. 

 (22)  "Slate  layv"  means  any  stale  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

 (23)  "Tax"  means  anv  income,  gross  receipts,  excise,  stamp,  propenv.  yvindfall  profit,  personal  propenv.  sales,  use,  transfer,  value  added. 

concession.  a<ld  on  minimum,  or  other  lax,  fee,  assessment,  lew,  tariff,  charge,  or  duty  of  anv  kind  yvhalsocver  imposed,  assessed,  or  collected  bv  or  under  the 
autlioritv  of  any  governmental  body 

 (21)  "Usable  mariiuana"  means  dried  marijuana  llowers  and  dried  marijuana  leaves,  and  any  niixlure  or  preparation  thereof 

5,  f-.xcept  as  otheryvise  provided  in  this  section,  no  slate  law  shall: 

 (_Ll  Prohibit  the  possession  or  use  of  niariiuana.  marijuana  products,  marijuana  exiraets.  or  mariiuana  paraphernalia  bv  persons  twentv-one 

years  ofiige  and  older: 

 (2j  Prohihii  lliL-  ir.iiisporiaiion  or  delivery  of  mariiuana.  mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia  by  persons 

IweiUy-one  years  of  age  and  older  lo  persons  twenty-one  years  of  age  and  older: 


 Lil  I'ruhihii  ihc  purchiisc.  sale,  niiintil'aciurin'i.  prodiiciion.  and  prcH.csMn|i  ol'inarliiiana.  iiiiiri|iiana  pnxUicts.  niiiritiiaiia  exiracls.  or 

niariiuaiia  paraphernalia  by  persons  iwcnlv-onc  years  of  aec  and  nlder. 

 (i)  I'rohihii  tlio  purchase,  sale,  nianul'aeluniig.  pruduclion.  proccssin|i.  Iransporlalioii.  or  dcliven'  of  indiislrlal  lieinp:  or 

 (51  Provide  for  Ihe  seizure  or  forfeilure  ol  an\  property  used  in  conneclion  wilh  any  pnreliasc.  sale.  niannfacUirin;;.  production,  processing. 

iransponalion.  delivery,  possession,  or  use  ol  niarntiana.  tnariiuana  products,  niariuiana  paraphernalia,  or  industrial  hemp  i I  such  inanulacniit.  produclion. 

delivery,  possession,  or  use  is  lawful  under  stale  law. 

ft^  Notwilhstandini;  subsection  S  of  this  section,  a  stale  law  mav: 

 LL)  Prohibit  the  importation  and  expt)rtation  of  marijuana,  marijuana  prcnUiets.  and  niariiiiana  extracts  into  and  from  this  slate: 

 Q}  Prohihil  Ihe  nurcliase.  sale,  inanufaclurinu.  nroduclion.  processiiiii.  or  delivery  of  marijuana,  niariiuana  products,  and  mariiuaiia  extracts 

in  or  on.  or  wilhin  one  Ihousaiiil  leel  of  real  propenv  comprising  a  nubile  or  privalc  eleincniitrv  or  secondary  schtx^l.  nubhc  vocational  schiHil.  or  a  public  or 
nnvale  conmiunilv  colleuc.  colleue.  or  university  attended  primarily  by  Individuals  under  Iwenly-onc  years  of  age. 

 li)  Prohibit  the  operalion  of  a  vehicle,  watercralt.  aircraft,  railroad  train,  or  any  similar  device  while  iisiim  or  under  llie  inlliience  of 

marijuana: 

 lil  I'rohibii  ihe  use  of  marnuana.  mariiuana  products,  and  marijuana  extracts  in  a  public  place,  provided  however  that  the  penally  for 

violaluHi  of  such  law  may  nol  exceed  that  for  an  inl'raction: 

 t5j  I'rohibii  ihc  purchase,  sale,  nianulacuiring,  production,  processini;.  Iransportatioii.  delivery,  or  possession  of  marijuana,  marijuana 

producls.  and  niari|uaiia  extraeis  hv  any  person  llial  dix's  nol  comply  with  any  rules.  reKulations.  and  laws  nronuilgated  and  enacted  in  accordance  with 
suhseclioii  7  of  ihis  section: 

 (6>  t'lassifv  ihe  penalties  for  violations  of  such  laws. 

 (7)  hnpose  an  excise  lax  on  the  I'lrsl  fair  markel  sale  ol'all  niariiuana  produced  in  this  stale  al  a  rale  nol  less  ihan  fifteen  pereeiil  and  nol 

more  than  ihinv  nerceni  ol'ihe  purchase  price.  I  he  additional  excise  lax  revenue  authorized  hv  this  scelion  shall  nol  be  pan  ol  ihc  "total  slate  revenue"  wilhin 
the  meanini!  of  sections  1 7  and  IX  of  arlicic  \  of  Ihis  conslilulion.  nor  subjeel  lo  additional  voler  approval  under  section  IX(e)  of  article  .\  ol  ihis 
coiisliiulioii  In  addilion.  llie  expeiidilure  of  this  additional  revenue  shall  not  he  an  "expense  of  slate  iiovernmenr'  under  seellon  20  of  article  X  ol  Ihis 
conslilulion 

7  Suhjcct  lo  the  provisions  of  subsection  8  of  this  section,  on  or  before  .liine  I.  2015.  the  division  shall  promulualc  rules  and  renulalions  lhat  control 

and  remilale  llie  purchase,  sale,  manufacturing,  produclion.  processini;.  transportation,  delivery,  possession,  and  use  of  niariiuana,  marijuana  products. 
niariiuana  cxiracls.  and  niariiuana  paraphernalia,  including  biil  nol  limilcd  lo  rules,  rcuulalions.  and  laws  lhat: 

 Ijj  Require  a  person  it)  obtain  a  niariiuana  license  lo  purchase,  sell,  manufacture,  produce,  process,  iransporl.  or  deliver  marijuana. 

mariiuana  producis,  mariiuana  extracts,  or  niariiuana  paraphernalia: 

 Qj  Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section, 

 Qj  Provide  for  ihc  enforcement  of  such  laws  and  for  Ihe  examination  and  inspection  of  Ihe  biviks.  records,  and  premises  of  licensees: 

 (4J  Regulate  the  advertising  of  niariiuana.  mariiuana  products,  mariiuana  extracts,  and  mariiuana  paraphernalia. 

 lil  Provide  for  the  receipt  and  transfer  of  all  funds  received  by  the  stale  from  the  excise  taxes  and  license  and  other  fees  collected  under 

such  laws,  as  follows: 

 la)  l-irst.  10  the  division,  an  ainotml  that  Ihe  general  assembly  deems  necessary  for  the  division  to  carry  out  the  division's 

obligations  under  such  laws,  including  a  reserve  fund  lo  maintain  a  reasonable  working  cash  balance  for  the  purpose  ol' carry  ing  out  such 
oblieations: 

 tbJ  Next,  the  remainder  of  such  funds,  lo  such  specific  transferees  as  the  general  assembly  mav  delemiine.  for  ilie  following 

purposes:  (i)  for  slate  and  local  law  enforcemeni  and  lirellphler  pensions  and  relirenienl  plans,  ivventy-rive  percent:  (li)  for  public  insiiiuiions  of 
elementary  and  secondary  educalion,  iwenly-five  percent:  (iii)  for  menial  iKalth  and  substance  abuse  programs.  Iweiitv  percent:  (iv)  for  cities  and 
counties,  fifteen  pcrceiil.  and  (v)  for  public  insiiiuiions  of  hi);her  educalion  or  for  scholarships  lo  attend  such  institutions,  tilteen  percent:  and 

 (cj  All  moneys  appropriated  by  the  general  assembly  from  Ihe  excise  taxes  authorized  in  paragraph  7  of  subsection  6  of  ihis 

>ectii>n  shall  provide  addilu)iial  liinds  lor  llie  purposes  enumeraled  above  and  not  replace  exisline  fiindiiig 

 t(>j  l.imil  Ihe  aniouiu  ol  iiianiuaiia.  mariiuana  producis.  or  mariiuana  exlracls  that  a  person  other  than  a  licensee  mav  possess  al  any  given 

lime,  provided  however  that  the  penally  lor  violalion  of  such  law  mav  not  exceeil  that  for  an  infraction  Ibr  ihc  lirsi  violation  and  a  misdemeanor  for  any  second 

or  subseituenl  violation 

8^  No  slalc  law  or  conibinalioii  of  stale  laws  shall: 

 LU  lixcepl  lor  llic  lax  provideil  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  tax  on  mariiuana.  mari|uana  producis,  mariiuana 

extracts,  or  iransactions  involving  marijuana,  marijuana  producis.  or  marijuana  extracts  thai  is  noi  imposed  on  olher  products  generally, 

 [2}  I  mill  llie  amounls  of  mariiuana.  mariiuana  producis.  or  mariiuana  extracts  llial  a  person  other  lhan  a  licensee  may  possess  at  any  given 

lime  lo  amounts  less  than: 

 IjU  l  .iphl  ounces  of  usable  mariiuana: 

 (t}  .Sixleeii  ounces  of  mariiuana  products  In  solid  I'omi: 

 (£j  Seveiit\-lwo  ounces  of  marijuana  products  in  liquid  lomi.  and 

 tjjj  ( )ne  ounce  ol'  marijuana  exlracls 

 OJ  Limit  the  atiprepale  iiuiiihcr  of  licensees  thai  mav  hold  mari  juana  licenses  or  ihe  aiigrcpalc  number  of  marijuana  licenses  lhat  may  be 

yiraiilcd.  provided  however  that  the  number  of  licensed  niariiuana  retailers  in  a  coiinlv  may  be  limned  lo  no  fewer  lhan  one  mariiuana  retailer  per  2.500 
inhabitants  in  such  countv.  accordinn  to  ihe  iiiosi  recent  census  of  the  United  -Slates. 

 (4J  I  iinil  the  number  of  niariiuana  licenses  lhal  may  be  granted  lo  or  held  by  Ihe  same  person, 

 Lil  Prohibii  the  same  person  from  hciny  |;raiiled  or  holding  one  or  more  dilfereni  types  ot  iiiarijuana  licenses: 

 (61  Prohibit  a  person  from  being  griuiled  or  lioldinp  a  mariiuana  license  because  Ihe  person  or  any  individual  who  owns  a  direct  or  indirect 

interest  in  Ihe  person  is  nol  organized  in  oi  a  resideni  of  this  stale: 

 i2l  Prohibit  a  person  from  being  praiited  or  holdmi-  a  mariiuana  license  because  ihe  person  or  any  individual  who  owns  a  direcl  or  indirecl 

inleresl  in  the  person  has  been  convicled  of  violating  any  nuuijuaiia-related  offense  that  has  been  espunged: 

 IXj  Require  an  individual  twenty-one  years  of  ape  or  older  to  obtain  any  license  lo  possess  or  use  mariiuana.  mariiuana  products,  marijuana 


extracts,  or  mariiuana  paraphernalia. 

 (Oj  Require  a  consumer  iweiiiy-ime  years  of  age  or  older  to  obtain  any  license  to  purchase  mariiuana.  mariiuana  products,  marijuana 

extracts,  or  iiiarijuana  paraphernalia  from  a  licensed  nianiuana  retailer, 

 (JOJ  Require  an  individual  Iweiilv-one  years  of  age  or  older  to  ohlain  any  license  lo  deliver  mariiuana,  mariiuana  producis.  niariiuana  « 

exlracls.  or  mariiuana  paraphernalia  lor  no  consideration  to  an  individual  Iwenlv-onc  years  of  ape  or  older  if 

 The  marijuana,  mariiuana  products,  mariiuana  exlracls,  or  mariiuana  paraphernalia  were  purchased  from  a  licensed  mariiuana 

retailer:  or 

 U)j  fhe  niariiuana  or  mariiuana  producis  were  manufactured  or  processed  by  a  person  without  a  license  in  accordance  wilh 

parai^ranh  1 12>  of  this  subsection. 

 (111         Require  luiv  mariiuana  retailer  lo  record  the  name  or  any  other  personally  idenliliahle  infomialion  of  any  consumer  twcnlv-one  Years  ol 


ape  or  older: 

 Q2J  Require  a  person  Iwenly  -oiie  years  of  age  or  older  lo  ohlain  any  license  or  pay  any  lax  to  maiiulactiire  or  process  niariiuana  or  inaijiuiMia 

products  al  a  household  for  noncommercial  personal  use  if  Ihe  aggregale  aiiiounis  of  such  mariiuana  and  mariiuana  producis  al  the  household  do  nol  exceed  the 
household  exemption  liniils.  or 

 (13)         Provide  lhal  the  penalty  for  manufacluring  more  lhan  the  number  of  mariiuana  plants  llial  mav  be  maniilactured  without  a  license  under 

paragraph  ( I2t  ol  tills  subsection  mav  nol  exceed  thai  for: 

 (aj  An  infraclion.  if  the  violalion  is  a  first  violalion  and  the  number  of  mariiuana  plants  is  nol  more  than  double  the  number  o| 

mariiuana  plants  that  may  lie  manulaclured  without  a  license: 
 (bj  A  iiiisdeiiieanor.  if  Ihe  violalion  is  a  first  violalion  and  the  number  of  mariiuana  plants  is  more  lhan  double  hut  nol  morg  than 

quadruple  the  number  ol  marmiana  plants  lhal  mav  he  manufactured  wilhoiil  a  license:  or 
 (cj  A  misdemeanor,  if:  (i)  Ihe  violation  is  a  .second  violation  (ii>  wilh  resnecl  lo  the  first  violation  ihc  number  ot  marnuana 

plants  was  iioi  more  than  double  Ihe  number  of  marijuana  plants  lhal  may  he  manulaclured  willioiil  a  license,  and  din  with  respec|  to  the  sgcoiid 

violation,  ihe  number  ol  niariiuana  plants  is  nol  more  lhan  double  the  number  of  mariiuana  plants  lhat  may  be  maniifactufed  without  a  licynse.  or 

 1 14 1         Make  Ihe  ownership  or  operation  of  a  licensed  business  thai  nianufacliires.  produces,  or  delivers  inariiiianu.  marijuana  prtxiiicls. 

marijuana  exlracls.  or  mariiuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  iinpraelicahle  lor  a  nrudenl  business  person  lo  organize  ^>r  conducl 
the  business 

 ( )ii  or  before  June  1 .  201 5.  Ihe  dcpaniiieiil  shall  promulpale  mies  and  regulations,  and  the  general  assembly  mav  enact  laws,  lhal: 

 Qj  Pcrmil  individuals  wilh  a  medical  condilioii  who  mav  benellt  Ironi  the  medical  use  of  mariiuana.  marijuana  producis.  and  niMrljuanii 

extracts  lo  be  able  lo  discuss  freely  with  their  doctors  the  possible  risks  and  benefils  of  medical  mariiuana  use  and  lo  have  Ihe  hcnefu  of  Iheir  dwlor  s 
professional  advice. 

 Qj  Permil  individuals  sulTering  from  a  medical  condilion  to  he  allowed  to  use  mariiuana.  mariiuana  products,  and  marnuana  exlrjiyts 

wilhoul  being  subiect  lo  civil  or  criminal  pciiallies  when  llieir  dociors  advise  lhal  such  use  mav  provide  a  medical  benelil  to  IIkhi  aiid  when  oilier  r.;aSonahle 
reslriclions  are  met  regarding  lhal  use,  and 

LJj  Provide  lhal  no  individual  under  eighteen  years  of  age  shall  be  allowed  lo  use  marijuana,  marnuana  products,  or  marnuana  extracts  tot 

medical  purposes  unless  llie  individual  s  custodial  parent  or  legal  guardian  with  responsibility  for  the  individual  s  lieallh  tare  decisions  consents  to  such  usy. 
|(r  No  licensed  doctor  may  be  subiecled  lo  any  criminal  or  civil  penally,  or  lo  any  discipline  hv  aiiv  slate  licensing  division,  board,  or  commission,  fw: 

(jj  Advising  a  person  whom  ihe  doctor  has  diagnosed  as  having  a  medical  eoiidilion.  or  a  person  who  llie  doctor  knows  has  been  so 

diagnosed  bv  another  licensed  doclor.  about  Ihe  risks  and  benefils  ol  medical  use  of  niariiuana  or  lhal  Ihe  medical  use  of  marnuana  may  mitigate  the  symplomii 


Of  effccis  ol  ihc  person's  nieUical  condiiion.  provided  ihc  advice  is  based  on  the  Uwior's  personal  asscssmcnl  ol'lhc  person's  medical  histbrv  anJ  curreiil 
medical  condilion:  or 

(2)  Providing  any  wriucn  docunienlation  lhal  evidences  or  eonfirnis  such  advice  and  usscssnicnt. 

1 1.  Ihc  division  is  direeled  ;uid  aiuhon/ed  lo  enforce,  adnnnisier.  and  make  rules  and  regulations  lhal  are  not  inconsistenl  with  Ihls  section. 

12.  Hie  department  is  directed  and  autliori/ed  to  enl'orce.  administer,  and  make  rules  and  regulations  that  are  ml  inconsistent  with  this  seclion. 

n  rhc  t:eiicral  assenihlv  may  enact  laws  that  control,  remilale.  and  tax  the  nianiifaciiire.  production,  and  delivery  of  industrial  henin.  Any  additional 

tax  re\'enue  aulliorl/ed  hv  this  seclion  on  the  iiiaiiiifacture.  priHluction  and  delivery  of  iiuluslrial  hemp  shall  not  he  pan  of  the  '  imal  slate  revenue  "  within  the 
nieanin):  ol  sections  17  and  IS  of  article  .\  of  this  constitulion.  nor  subject  to  additional  voter  approval  under  section  l>i(e)  of  article  X  of  this  constitution.  In 
addition,  the  expenditure  of  any  additional  revenue  shall  not  be  an  "expense  of  slate  government "  under  section  21)  of  article  X  of  this  constitution 

14^  Nt)  contract  shall  he  unenforceable  on  the  basis  that  maiuilacturina,  producing,  deliverinn.  possessins-  or  usim*  mariiuana.  marijuana  products. 

marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 
IS,  Notliim;  in  this  section  shall  be  construed: 


  1 1 )  I  o  amend  or  alTecl  in  any  way  any  state  or  federal  law  pertaining  to  emplovmeiil  matters. 

 l2i  l  o  amend  or  alTect  in  any  way  any  stale  or  federal  law  pertaining  to  landloid-lenant  matters; 

 Qj  To  amend  or  affect  in  any  way  any  slate  or  federal  law  lhat  permits  an  owner,  lessor,  or  lessee  of  real  property  or  any  other  person  \^ho 

has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery,  possession,  or  use  of  marijuana  on  such  real  property; 

 |4)   To  amend  or  atfecl  in  any  way  any  stale  law  pertaining  to  the  operation  ol  a  vehicle.  watercralL  aircraft,  railroad  train,  or  anv  similar 

device  while  iixine  or  under  the  inHuence  of  mariiuana; 
 (5J  lo  require  a  person  lo  violate  a  federal  law;  or 

 {6}  1'o  excninl  a  person  from  a  federal  law  or  obslruci  the  enforcement  of  a  federal  law 

16  If  anv  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  uncoiistitiilional.  void,  or  illegal,  either  on  their  lace  or  as  applied,  the 


applicability,  constitutionality,  and  legality  t)f  aii\  and  all  other  subsections,  paragraphs,  phrases,  and  words  of  this  seclion  shall  not  he  atTected   l  o  that  end, 
the  siibseelions.  paragraphs,  phrases,  and  words  of  this  section  are  intended  lo  be  severable.  It  is  hereby  declared  to  he  the  intent  ot  this  section  thai  each  and 
every  subsection,  paragraph,  phrase,  and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections.  para)iraphs 
phrases,  or  words  of  this  section  is  held  uncoiistittitional.  void,  or  illegal 

17  The  provisions  of  subsections  2.  .V  4.  h.  7.  9.  10.  1 1.  12.  \i.  \A.  15.  Ife.  and  17  of  this  .section  and  parat;raphs  1 1 ).  (21.  and  (.'^)  of  subsection  S  of  this 

section  shall  become  el'feclivc  on  January  I.  2015  The  provisions  of  subsections  I  and  8  of  this  section  and  paragraphs  (.3)  and  (4 1  of  subsection  ?  of  this 
section  shall  become  elTectiye  tin  June  1 .  2015.  All  state  laws  thai  arc  inconsistent  with  any  provision  of  paragraph  ( 1 1.  (2).  or  (5)  of  subsection  5  of  this 
bcctioii  shall  no  longer  remain  in  full  lorce  andelTect  on  and  after  January  1. 2015.  All  state  laws  lhat  are  inconsistent  with  anv  provision  of  subsections  I  or  8 
of  this  section  or  paragraph  0)ot  (4)  of  subsection  5  of  this  seclion  shall  no  longer  remain  in  full  lorce  and  elTect  on  and  after  June  1. 2015.  All  of  the 
provisivMis  of  this  section  shall  be  self-enforcing. 


Jason  Kander 


JAMKS  C.  Kihki'atrk:k 
State  Ini-okmation  Cf.ntf.r 
(S73)7B1  4936 


Sf.cretary  of  State 
State  of  Missouri 


Elhi:ti()ns  Division 
(573)751-2301 


December  6,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:      Petition  approval  request  from  Aaron  Willard  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-078) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Aaron  Willard  on  December  5,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


JAMKS  C.  KIRKI'ATRIc;kSTAT1-.  INFC)RM.^TI()N  Ckntkr 
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County 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  56ftfi2^  j*SMpdo  theicailraiTA, 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  cteltars  or  b'Mfi,  for  mtyc 


for  a  term  of 
j'one  to  sign 

any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she'is  not  a  registered,  voter. 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval 
or  rejection,  at  the  general  election  to  be  held  on  the  4'*'  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have 

personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I,  ,  being  first  duly  sworn,  say  (print  or  tj'pe  names  of  signers) 


NAME 
(SignaUire) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONOR. 
DIST. 

NAME 
(Printed  or  Typed) 

I. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

1 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant  Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  20 1_. 


Signature  of  Notary 
Notary  Public  (Seal) 


Address  of  Notary 
My  commission  expires  


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

Article  X  is  amended  by  repealing  Sections  1  and  4(d)  and  seven  new  sections  are  adopted  to  be 
known  as  Article  X,  Sections  1(a)  througli  (1)  and  4(d). 

Section  UaX  The  taxing  power  may  be  exercised  by  the  genera!  assembly  for  state  purposes, 
and  by  counties  and  other  political  subdivisions  under  power  granted  to  them  by  the  general  assembly 
for  county,  municipal  and  other  corporate  purposes,  except  the  general  assembly  shall  not  have  the 
power  to  enact  any  law: 

(1)  imposing  a  tax  on  or  measured  by  the  income  or  earnings  of  an  individual  for  tax  years 
beginning  on  or  after  January  1.  2015.  except  as  provided  in  sections  1(a)  through  1(d)  of  this  article: 
or 

(ii)  authorizing  any  county  or  other  political  subdivision  to  enact,  levy  or  impose  a  tax  on  or 
measured  by  the  income  or  earnings  of  an  individual,  except  any  tax  on  or  measured  by  the  income  or 
earnings  of  an  individual  that  was  lawfully  enacted  and  imposed  by  a  city  prior  to  .lanuary  1.  2015.  and 
continues  to  be  lawfully  renewed  by  voters  of  such  city. 

Section  Kb).  (1)  Any  existing  tax  on  or  measured  by  the  income  or  earnings  of  an  individual 
shall  be  repealed  effective  January  1.  2015.  except: 

(i)  the  tax  imposed  by  section  1  (c):  and 

(ii)  any  tax  on  or  measured  by  the  income  or  earnings  of  an  individual  that  was  lawfully 
enacted  and  imposed  by  a  city  prior  to  January  1.  2013  and  continues  to  be  lawfully  renewed 
by  voters  of  such  city. 

(2)  Any  tax  in  effect  for  a  tax  year  ending  on  or  before  December  31.  2014  shall  be  collected 
by  the  Director  of  Revenue  as  may  be  provided  by  law. 

Section  1(c).  For  tax  years  beginning  on  or  after  January  1.  2015.  there  shall  be  a  tax  imposed 
as  follows: 

(i)  .  On  married  individuals  Filing  joint  returns  and  heads  of  households: 

(A)  .  On  all  Missouri  taxable  income  not  over  $30.000  a  tax  at  the  rate  of  three 

percent;  and 

(B)  .  On  all  Missouri  taxable  income  over  $30.000  a  tax  at  the  rate  of  four  point 

nine  percent; 

(ii)  .  On  all  other  individuals: 

(A)  .  On  all  Missouri  taxable  income  not  over  $15.000  a  tax  at  the  rate  of  three 

percent;  and 

(B)  .  On  all  Missouri  taxable  income  over  $1 5.000  a  tax  at  the  rate  of  four  point 

nine  percent. 


Section  1(d).  "Missouri  taxable  income"  shall  be  as  defined  by  law,  but  shall  not  include  (1) 
net  profits  from  a  business  reported  on  schedule  C  and  on  line  12  of  the  taxpayer's  form  1040  federal 
income  tax  return;  (2)  net  income  from  rental  real  estate,  royalties,  partnerships.  S  corporations, 
estates,  trusts,  and  net  farm  rental  as  reported  on  schedule  E  and  line  17  of  the  taxpayer's  form  1040 
federal  income  tax  return;  and  (3)  net  farm  profit  as  reported  on  schedule  F  and  line  18  of  the 
taxpayer's  form  1040  federal  income  tax  return.  For  puiposes  of  this  section,  the  schedules,  lines  and 
form  shall  be  such  as  existed  for  tax  year  2011  and  as  revised  thereafter  by  the  internal  revenue 
service. 

Section  1(e).  The  General  Assembly  shall  enact,  without  submitting  to  a  statewide  vote,  an 
increase  in  the  rate  of  sales  tax  imposed  for  general  revenue  purposes  or  an  expansion  of  the  base  of 
the  sales  tax  imposed  for  general  revenue  purposes  or  both.  The  authorization  in  this  section  shall  be 
effective  only  if  the  net  individual  income  tax  revenues  collected  by  the  department  of  revenue 


decrease  as  a  result  of  the  operation  of  sections  1  (a)  through  1  (d)  of  this  article.  Such  increase  in  the 
rate  or  expansion  of  the  base  shall  only  be  in  such  amount  as  to  equal  the  decrease  in  the  net  individual 
income  tax  revenues  collected  in  the  immediately  prior  tax  year  by  the  department  of  revenue,  against 
2014  net  individual  income  tax  revenues,  as  a  direct  result  of  sections  \(a)  through  1(d)  of  this  section. 
The  increase  or  expansion  mandated  in  this  section  shall  be  recalculated  and  renewed  every  year.  The 
provisions  of  Article  X.  Section  18(e)  shall  not  apply  to  the  actions  of  the  General  Assembly  under 
this  section- 


Section  1(f).  Sections  1(a)  through  (f)  of  this  article  shall  be  self-enforcing,  and  the  general 
assembly  may  enact  laws,  not  inconsistent  therewith,  to  provide  for  the  administration  and  collection 
of  the  tax  imposed  in  section  Uc)  and  authorized  in  section  1(e)  of  this  article  and  in  aid  of  the 
provisions  of  sections  1(a)  through  1(f)  of  this  article. 

Section  4(d).  In  enacting  any  law  defining  Missouri  taxable  income,  the  general  assembly  may 
reference  provisions  of  the  laws  of  the  United  States  as  they  may  be  or  become  effective  at  any  time  or 
from  time  to  time,  whether  retrospective  or  prospective  in  their  operation.  The  general  assembly  may 
in  so  defining  Missouri  taxable  income  make  exceptions,  additions,  or  modifications  to  any  provisions 
of  the  laws  of  the  United  States  so  referred  to  and  for  retrospective  exceptions  or  modifications  to 
those  provisions  which  are  retrospective. 

[Section  1 .  The  taxing  power  may  be  exercised  by  the  general  assembly  for  state  purposes,  and  by 
counties  and  other  political  subdivisions  under  power  granted  to  them  by  the  general  assembly  for 
county,  municipal  and  other  corporate  purposes.] 

[Section  4(d).  Tn  enacting  any  law  imposing  a  tax  on  or  measured  by  income,  the  general  assembly 
may  define  income  by  reference  to  provisions  of  the  laws  of  the  United  States  as  they  may  be  or 
become  effective  at  any  time  or  from  time  to  time,  whether  retrospective  or  prospective  in  their 
operation.  The  general  assembly  shall  in  any  such  law  set  the  rate  or  rates  of  such  tax.  The  general 
assembly  may  in  so  defining  income  make  exceptions,  additions,  or  modifications  to  any  provisions  of 
the  laws  of  the  United  States  so  referred  to  and  for  retrospective  exceptions  or  modifications  to  those 
provisions  which  are  retrospective.] 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  11,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECfcfVED 

DEC  I  I  2013 

STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Brad  Ketcher  regarding  a  proposed  constitutional 
amendment  to  Article  III,  version  3  (2014-079) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Brad  Ketcher  on  December  10,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PC  Box  1 767  •  Jefferson  City,  Missouri  •  65 102 
www.sos.mo.gov 


County  

Page  No. 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 ,  RSMo.To-the  eon^my.  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  bdthi  fof  ^lone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  other  name  more  than  once  for  the 
same  measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  sheHij  W)C£& 


Itegfst^re^Vbf^.  |  g 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4""  day  of  November,  2014,  and  each  for 
himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

.   County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or 

village  in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULAIOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

1,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMt 
(SiKnature) 

Dale 
Signed 

RI:GISTER£:D  voting  ADDRi;.SS 
(Streel.  No  PO  Boxes)        (City,  lown  or  VillaRC) 

Zip 

Code 

Cong. 
Dist 

NAME 
(Printed  or  Typed) 

i. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


day  of  _ 


Address  of  Affiant 
 ,  A.D.  


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


t 


Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  he  amended: 

Section  A.  Article  III  of  the  Constitution  is  revised  by  amending  Sections  12,  19  and  39  and 
adopting  3  new  sections  to  be  known  as  Article  III  Sections  16(a),  19(a),  and  19(b),  to  read  as 
follows: 

Section  12.  L  No  person  holding  any  lucrative  office  or  employment  under  the  United  States, 
this  state  or  any  municipality  thereof  shall  hold  the  office  of  senator  or  representative.  When  any 
senator  or  representative  accepts  any  office  or  employment  under  the  United  States,  this  state  or 
any  municipality  thereof,  his  office  shall  thereby  be  vacated  and  he  shall  thereafter  perform  no 
duty  and  receive  no  salary  as  senator  or  representative.  During  the  term  for  which  he  was  elected 
no  senator  or  representative  shall  accept  any  appointive  ofTice  or  employment  under  this  state 
which  is  created  or  the  emoluments  of  which  are  increased  during  such  term.  This  subsection 
shall  not  apply  to  members  of  the  organized  militia,  of  the  reserve  corps  and  of  school  boards, 
and  notaries  public. 

2,  No  senator  or  representative  or  their  employees  shall  act  or  serve  as  a  paid  lobbyist,  register  as 
a  paid  lobbyist^or  solicitj)rospe_cti\^^mplo  or  clients  to  represent  as  a  paid  lobbyist  until  the 
expiration  of  two  calendar  years  after  the  conclusion  of  the  session  of  the  general  assemblyjn 
whjch  the  member  or  employee  last  served.  When  any  senator  or  representative  violate^  this 
subsection  their  office  shall  thereby  be  vacated  and  shall  thereafter  perform  no  duty  and  receive 
no_salary^as^nator_ot^representative.  In  addition,  any  violation  of  this  subsection  shall  be 
punishable  by  a  tejim  of  imprisonment  of  up  to  four  years  and  the  imposition  of  a  fine  of  up  to 
five  thousand  dollars  or  both. 

3.  No  senator  or  representative  or  their  employees  or  any  entity  controlled  by  a  senator  or  I 
representative  or  their  employees  shall  act  or  serve  as  a  paid  employee  or  consultant  to  a 

candidate  or  issue  campaign  or  solicit  prospective  employers _or  clients  as  a  paid  employee  or 

consultant  to  a  candidate  or  issue  campaign.  When  any  senator  or  representative  violates  this 

subsection  their  office  shall  thereby  be  vacated  and  shall  thereafter  perform  no  duty  and  receive 

no  salary  as  senator  or^epresentatjye^In  addition,  any  violation  of  this  subsection  shall  be 

punishable  by  a  term  of  imprisonment  of  up  to  four  years  and  the  imposition  of  a  fine  of  up  to  [ 

five  thousand  dollars  or  both.  ' 

Section  1 6(a).  No  senator  or  representative  or  their  employees  or  staff  shall  accept  directly  or  I 

indirectly  a  gift  of  any  tangible  or  intangible  item,  service,  or  thing  of  value  m  excess  of  five  ♦ 

dollars  from  any  lobbyist  or  lobbyist  principal.  Senators  or  representatives,  their  employees  and  1 

staff  may  accept  informational  material  relevant  to  the  general  assembly's  official  fiinctions  and  ' 

items  that  are  available  or  distributed  free  of  charge  to  members  of  the  general  public.  { 
Candidates  for  senator  or  representative  or  offices  within  the  senate  or  house,  including 

candidates  for  reelection,  may  accept  campaign  contributions  consistent  with  section  19(a)  of  ' 
this  article.  Any  violation  of  this  section  shall  be  punishable  by  a  term  of  imprisonment  of  up  to 
six  months  and  the  imposition  of  a  fine  of  up  to  five  hundred  dollars  or  both. 

Section  19.  1 .  Senators  and  representatives  shall,  in  all  cases  except  treason,  felony,  or  breach  of 
the  peace,  be  privileged  from  arrest  during  the  session  of  the  general  assembly,  and  for  the 
fifteen  days  next  before  the  commencement  and  after  the  termination  of  each  session;  and  they 
shall  not  be  questioned  for  any  speech  or  debate  in  either  house  in  any  other  place.  | 

2 .  Legislative  records  shall  be  public  records  and  subject  to  generally  applicable  state  laws 

governing  public  access  to  public  records.  Legislative  records  include,  but  are  not  limited  to.  all 

records,  in  whatever  form  or  format,  of  the  official  acts  of  the  general  assembly,  of  the  official 

acts  of  legislative  committees,  of  the  official  acts  of  members  of  the  general  assembly,  of  : 

individual  legislators  their  employees  and  staff,  of  the  conduct  of  legislative  business  and  all 

records  that  are  created,  stored  or  disiribuicd  tlirough  legislative  branch  facilities,  equipment  or 

mechanisms,  including  electronic .  Each  member  of  the  general  assembly  is  the  custodian  of 

legislative  records  under  the  custody  and  control  of  the  member,  their  employees  and  staff  The 

chief  clerk  of  the  house  or  the  secretary  of  the  senate  are  the  custodians  for  all  other  legislative 

records  relating  to  the  house  and  the  senate  respectively. 


1 


Section  19(a).  1.  The  amount  of  contributions,  including  cash  and  in-kind  contributions,  to  a 


candidate  for  statesenate^state  representative  or  any  office  within  the  senate  or  house  made  by 
oi^ccepted  from  any  natural  person  or  independent  entity  other  than  the  candidate  in  any  one 
electit)n  shall  not  exceed  the  following: 

(a)  To  elect  an  individual  to  the  office  of  state  senator  or  an  office  within  the  senate,  one 
thousand  dollars; 

(b)  To  elect  an  individual  to  the  office  of  state  representative  or  an  office  vyithin  the  house,  five 
hundred  dollars; 

(c)  These  contribution  limits  shall  be  recalculated  on  January  1  of  even-numbered  years  by 
multiplying  the  original  contribution  limit  by  the  cumulative  consumer  price  index,  as  defined  by 
law Jfor  all  years  since  January  1,  2015  and  rounding  to  the  nearest  twenty-five  dollars. 

2.  ^nless  the  illegal  contribution  is  refunded  within  ten  business  days,  any  person  or  entity 
making,  accepting  or  retaining  a  contribution  to  a  candidate  for  state  senate,  state  representative 
or  an  ofTice  within  the  senate  or  house  in  excess  of  those  allowed  in  subsection  1  shall  be  subject 

to: 

(a)  For  the  firet  violation,  a  civil  fine  of  five  thousand  dollars  plus  an  amount  equal  to  the  illegal 
contribution. 

(b)  For  the  second  and  subsequent  violations,  any  person  or  entity  knowingly  making,  accepting 
or  retaining  an  illegal  contribution  shall  be  guilty  of  a  crime  and  upon  conviction  be  punished  by 
a  term  of  imprisonment  of  up  to  four  years  or  the  imposition  of  a  fine  of  up  to  five  thousand  '  |, 
dollars  plus  an  amount  equal  to  the  illegal  contribution  or  both. 

3.  The  legislative  contribution  limits  in  subsection  1  shall  not  apply  to  a  "truly  independent 
expenditure."  As  used  in  this  section,  "truly  independent  expenditure"  means  one  or  more 
wholly  independent  expenditures  that  support  the  nomination,  election,  or  defeat  of  a  clearly 
identified  candidate  that  is  made  without  the  cooperation  or  consent  of,  communication, 
coordination  or  consultation  with,  or  the  request  or  suggestion  of  the  candidate,  the  candidate's 
comrnitteejjhe  candidate's  campaign,  the  candidate's  agents,  consultants  or  advisors.  In  addition 
to  other  penalties  of  this  section,  any  person  or  entity  who^purposefiil|yjyiolates  the  contribution 
limits  ol^ubsection  I  by  making,  accepting  or  facilitating  an  excessive  expenditure  that  does  not 
meet  the  requirements  for  a  truly  independent  expenditure  shall  be  guilty  of  a  crime  and  upon 
conviction  be  punished  by  a  term  of  imprisonment  of  up  to  four  years  or  the  imposition  of  a  fine 
of  up  to  five  thousand  dollars  plus  an  amount  equal  to  the  illegal  expenditure  or  both. 


Section  19(b).  No  political  fund-raising  activities  or  political  fund-raising  event,  including  the 
solicitation  or  delivery  of  contributions,  supporting  or  opposing  any  candidate,  initiative  petition, 
referendum  petition,  ballot  measure,  political  party  or  political  party  committee,  shall  occur  in  or 
on  any  premises,  prop)erty  or  building  owned,  leased  or  controlled  by  the  house,  senate  or  general 
assembly.  Any  violation  of  this  section  shall  be  punishable  by  imprisonment  for  up  to  one  year 
and  or  a  fine  of  up  to  one  thousand  dollars  plus  an  amount  equal  to  the  illegal  contributions  or 
both. 


4.  The  penalties  in  this  section  do  not  limit  the  power  of  either  the  house  of  representatives  or  ^ 

the  senate  to  discipline  its  ovyn  members.  Nothing  in  this  section  shall  restrict  the  general  (- 

assembly  or  the  People  fi'om  passing  campaign  finance  requirements  that  are  more  restrictive  f 
than  those  in  this  section. 


Section  39.  The  general  assembly  shall  not  have  f>ower: 

(1 )  To  give  or  lend  or  to  authorize  the  giving  or  lending  of  the  credit  of  the  state  in  aid  or  to  any 
person,  association,  municipal  or  other  corporation; 

(2)  To  pledge  the  credit  of  the  state  for  the  payment  of  the  liabilities,  present  or  prospective,  of 
any  individual,  association,  municipal  or  other  corporation; 

(3)  To  grant  or  to  authorize  any  county  or  municipal  authority  to  grant  any  extra  compensation, 
fee  or  allowance  to  a  public  officer,  agent,  servant  or  contractor  after  service  has  been  rendered 
or  a  contract  has  been  entered  into  and  performed  in  whole  or  in  part; 
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(4)  To  pay  or  to  authorize  the  payment  of  any  claim  against  the  state  or  any  county  or  municipa 
corporation  of  the  state  under  any  agreement  or  contract  made  without  express  authority  of  law; 

(5)  To  release  or  extinguish  or  to  authorize  the  releasing  or  extinguishing,  in  whole  or  in  part, 
without  consideration,  the  indebtedness,  liability  or  obligation  of  any  corporation  or  individual 
due  this  state  or  any  county  or  municipal  corporation; 

(6)  To  make  any  appropriation  of  money  for  the  payment,  or  on  account  of  or  in  recognition  of 
any  claims  audited  or  that  may  hereafter  be  audited  by  virtue  of  an  act  entitled  "An  Act  to  Audit 
and  Adjust  the  War  Debts  of  the  State,"  approved  March  19,  1874,  or  any  act  of  a  similar  nature, 
until  the  claim  so  audited  shall  have  been  presented  to  and  paid  by  the  government  of  the  United 
States  to  this  state; 

(7)  To  act,  when  convened  in  extra  session  by  the  governor,  upon  subjects  other  than  those 
specially  designated  in  the  proclamation  calling  said  session  or  recommended  by  special  message 
to  the  general  assembly  after  the  convening  of  an  extra  session; 

(8)  To  remove  the  seat  of  government  from  the  City  of  Jefferson; 

(9)  Except  as  otherwise  provided  in  section  39(b),  section  39(c),  section  39(e)  or  section  39(f)  of 
this  article,  to  authorize  lotteries  or  gift  enterprises  for  any  purpose,  and  shall  enact  laws  to 
prohibit  the  sale  of  lottery  or  gift  enterprise  tickets,  or  tickets  in  any  scheme  in  the  nature  of  a 
lottery;  except  that,  nothing  in  this  section  shall  be  so  construed  as  to  prevent  or  prohibit  citizens 
of  this  state  from  participating  in  games  or  contests  of  skill  or  chance  where  no  consideration  is 
required  to  be  given  for  the  privilege  or  opportunity  of  participating  or  for  receiving  the  award  or 
prize  and  the  term  "lottery  or  gift  enterprise"  shall  mean  only  those  games  or  contests  whereby 
money  or  something  of  value  is  exchanged  directly  for  the  ticket  or  chance  to  participate  in  the 
game  or  contest.  The  general  assembly  may,  by  law,  provide  standards  and  conditions  to  regulate 
or  guarantee  the  awarding  of  prizes  provided  for  in  such  games  or  contests  under  the  provision  of 
this  subdivision; 

( 1 0)  To  impose  a  use  or  sales  tax  upon  the  use,  purchase  or  acquisition  of  property  paid  for  out  of 
the  funds  of  any  county  or  other  political  subdivision[.]; 

(11)  To  prohibit  the  counting  of  a  genuine  signature  of  a  registered  voter  on  a  petition  because  of 
the  signature  means,  manner,  medium,  form  or  format  used  by  the  registered  voter. 


Jason  Kander 


JAMKS  C.  KiRKl'ATRICIK 
STATK  INFORMATU  )N  CKNTH.R 
(573) 7S1  4936 


Secretary  of  State 
State  of  Missouri 


Elkc:tic)ns  Division 
(573)751-2301 


December  13,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


2013 


RE:      Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  1,  version  1 1  (20 1 4-080) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMKS  C.  KiRKl'ATRir.K  STATI  .  INFORMATION  CF.NTHR 
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RECEIVED 


County  

Page  No. 


Ii  is  a  class  A  misdemeanor  punishable.  not\vilhstanding2ft|JiOSSoJi^ir;iectitTi<'5(lo5)21.  RSMo.  to  the  contrary,  for  a  term  ol" 
imprisonment  not  to  exceed  one  year  In  the  county  jail  or  a  line  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  jier^in  knows  he! or  she  is  not  a  registered  voter. 

iNITIATAl!'^  PETITION 


I'o  the  I  ionorable  .[ason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 
We.  the  undersigned,  registered  voters  of  the  slate  of  Missouri  and  


 County  (or  city  of  St.  Louis). 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4'*"  day  of  November.  20 14,  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition:  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  I  live  are  correctly  written  at\er  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF 


_,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

Date 
Signed 

REGISTF.RFD  VOTING  ADDRESS 
(Street,  No  PO  Boxes)        (City,  Town  or  Villagei 

Zip 
Code 

Cong 
Dist 

NAME 
(Printed  or  Typed) 

1. 

/  / 

2. 

/  / 

.). 

/  / 

4. 

/  / 

3. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

y. 

/  / 

HJ. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  .state  ofMissouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 
 ,  A.D.  


Notary  Public  (Seal) 
M\  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


NOTICE:  You  are  advised  thai  Ihc  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  ofthe  Constitution  of 
Missouri—  Sections  9.  10.  14.  15.31  &  32  of  Article  I;  Sections  36.  39  &  39(a)  of  Article  III:  Sections  7.  12.  15.  22.  23.27(a) 
&  48  of  Article  IV;  Sections  14.  18  &  24  of  Article  V;  Section  18(d)  of  Article  VI:  Section  1  and  4  of  Article  VII:  Sections  2  of 
Article  VIII:  Sections  3(a).  7.  and  9(b)  of  Article  IX:  Sections  I,  2.  3. 4(a).  6.  10(b).  17.  18.  18(e).  19. 20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

lie  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 

One  new  section  is  adopted  to  be  known  as  Article  I.  Section  35(a)  and  to  read  as  follows:  i 

35(a)  1.  Citizens  over  the  age  of  twentv-onc  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state 
government  pursuant  to  this  section. 
2i  The  purposes  of  this  section  arc: 

( 1 )  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  important  state  policy  goals  such  as  maintaininu  an  orderly 
marketplace  composed  of  state-licensed  marijuana  producers,  distributors,  and  retailers: 

(2)  To  eliminate  the  problems  caused  bv  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  of  marijuana  within  this  state: 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  bv  those  under 
twenty-one  years  of  age,  as  the  consumption  of  marijuana  poses  particular  hazards  to  minors,  whose  brains  arc  still  in  a  state  of 
development: 

(4)  To  legalize  under  state  law  the  use  of  mariiuana  by  individuals  who  are  sufferinu  from  a  medical  condition 
when  their  doctors  advise  that  such  use  may  pro\  ide  a  medical  benefit  to  them: 

(5)  To  raise  tax  revenue  from  the  production  and  sale  of  mariiuana.  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  ftrelighter  pensions  and  retirement  plans,  for  elcnienlarv .  secondary  ,  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  marijuana  authorized  by  this  section: 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  marijuana: 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  marijuana  by  persons  twenty - 
one  years  of  age  and  older:  and 

(8)  To  legalize  under  state  law  the  delivery  of  mariiuana  bv  persons  twenty-one  years  of  age  and  older  to  persons 
twenty  H)ne  years  of  age  and  older. 

3.         The  people  ofthe  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  vn  ith  the  other  provisions  of  existing  state  law,  will: 

(I)        Prevent  the  distribution  of  mariiuana  to  persons  under  twentv-one  years  of  age: 

Prevent  revenue  from  the  sale  of  mariiuana  from  going  to  criminal  enterprises,  gangs,  and  cartels: 
Prevent  the  diversion  of  mariiuana  from  this  state  to  other  stales: 
fifi        Prevent  marijuana  acli\  it>  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
tralTicking  of  other  illegal  drugs  or  other  illegal  activity: 

(5)        Prevent  violence  and  the  use  of  llrearms  in  the  cultivation  and  distribution  of  mariiuana: 
<6)        Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 
the  use  of  marijuana: 

(7)  Prevent  the  growing  of  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  by  marijuana  production  on  public  lands: 

(8)  Prevent  the  possession  and  use  of  mariiuana  on  federal  property  :  and 

(9)  Prevcnl  ihe  marketing  and  advertisement  of  marijuana,  marijuana  products,  mariiuana  extracts,  marijuana 
paraphernalia,  or  mariiuana  usage  to  those  under  twentv-onc  vcars  of  age. 

4^  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 

meanings: 

( 1 )  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  mariiuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deli\  er"  or  "delivery "  means  the  transfer  from  one  person  to  another  of  marijuana,  marijuana  products, 
mariiuana  extracts,  or  marijuana  paraphernalia.  y\  hcther  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(11        "Department"  means  the  department  of  health  and  senior  serv  ices,  or  any  successor  department. 
f4Ti        "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a  corporation,  professional  corporation,  nonprollt  corporation,  cooperative  corpt)ration. 
profit  or  nonprolit  unincorporated  association,  business  trust,  limited  liabilily  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a  g^)yernment  subdivision  or  agency. 

(6)  "Expungeable  mariiuana  olTense"  means: 

(a)  The  manufacture,  production,  possession,  or  use  of  mariiuana.  marijuana  products,  marijuana 
extracts,  or  mariiuana  paraphernalia:  or 

(b)  I'he  deliver,  possession  with  intent  to  deliver,  or  trafficking  of  marijuana,  mariiuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twentv-one  years  of 
age  or  older  at  the  time  ofthe  olTense. 

(7)  "fair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  ofthe 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  yvilling  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

"Household  exemption  limits"  means,  at  anv  given  time: 

(a)  Eight  ounces  of  usable  mariiuana: 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  form:  and 

(c)  Seventy-two  ounces  of  mariiuana  products  in  liquid  form. 

£2)        "Industrial  hemp"  means  Cannabis  Sativa  L.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

( 10)  "License"  means  anv  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  by  or  under  the  authority  of  any  state  or  local  governmental  bt)dv.  agency,  or  ofllcial. 

(11)  "Eicensce"  means  any  perst^n  yvho  holds: 
(a)        A  mariiuana  license:  or 

ihl        A  license  issued  bv  any  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 
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( 12)       "Munulaclure"  means  the  production,  preparation,  propagation.  c»mpoiinding  or  processing  of  mariiuana 
paraphernalia  or  of  marijuana,  marijuana  pnidiicts.  or  marijuana  cxlnicts.  either  directly  or  by  e\traction  I'rom  substances  of 
natural  origin,  or  independently  hv  means  ol'chemical  synthesis,  or  by  a  combination  of  extraction  and  chemical  synthesis,  and 
includes  any  packa^in(i  or  repaekafzing  of  the  substance  or  labeling  or  relabelinp  of  its  container. 

(1.1)       "Mariiuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  urQwinp  or 
not,  other  than  mariiuana  extracts. 

( 14)  "Mariiuana  extract"  means  a  product  obtained  by  separating  resins  from  marijuana  by  .soKent  extraction, 
using  soKenis  other  than  water,  yegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropyl  alcohol, 
elhanoi.  and  carbon  dioxide. 

( 15)  "Mariiuana  license"  means  a  license  issued  by  the  diyision  for  the  purchase,  sale,  manufacturing,  production, 
processing,  transportation,  or  deliyery  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

( 16)  "Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are 
used,  intended  for  use,  or  designed  for  use,  in  planting,  propagating,  cultiyating.  grovying.  harvesting,  manufacturing. 
compounding,  converting,  producing,  processing,  preparing,  storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise 
introducing  into  the  human  body  mariiuana.  marijuana  products,  or  marijuana  extracts. 

( 1 7)  "Mariiuana  products"  means  products  that  contain  mariiuana  or  mariiuana  extracts  and  are  intended  for 
human  consumption.  Mariiuana  products  does  not  mean  marijuana  by  itself,  or  a  mariiuana  extract  by  ilsen". 

( IS)       "Mariiuana  retailer"  means  a  person  who  sells  mariiuana.  marijuana  products,  marijuana  extracts,  or 
mariiuana  paraphernalia  to  a  consumer  in  this  state. 

(19)  "Person"  includes  any  individual  or  entity. 

(20)  "l'ers(in  twenty-one  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty -one 
years  of  age  holds  a  direct  or  indirect  interest. 

(21)  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amu.semcnt.  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(2.1)       "State  law"  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)       "Tax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  prollt.  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  lew,  tariff,  charge,  or  duty  ol'any  kind 
whatsoever  imposed,  assessed,  or  collected  by  or  under  the  authority  of  any  governmental  body. 

{25)       "Usable  marijuana"  means  dried  mariiuana  llowers  and  dried  marijuana  leaves,  and  any  mixture  or 
preparation  thereof. 

X         l-^xcept  as  otherwise  provided  in  this  section,  no  state  law  shall: 

( 1 )  Prohibit  the  possession  or  use  of  mariiuana.  marijuana  products,  mariiuana  extracts,  or  marijuana 
paraphernalia  bv  persons  twenty-one  years  of  age  and  older; 

(2)  Prohibit  the  transportation  or  delivery  of  mariiuana.  mariiuana  products,  marijuana  extracts,  or  mariiuana 
paraphernalia  bv  persons  twenty-one  years  of  age  and  older  to  persons  twenty-one  years  of  age  and  older: 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia  by  persons  twenty-one  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

{5}        Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  anv  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  or  use  of  marijuana,  mariiuana  products,  mariiuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 

6.  Notwithstanding  suh.section  5  of  this  section,  a  state  law  may: 

( 1 )  Prohibit  the  importation  and  exportation  of  marijuana,  mariiuana  products,  and  mariiuana  extracts  into  and 
from  this  slate: 

(2)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery  of  mariiuana.  mariiuana 
products,  and  marijuana  extracts  in  or  on.  or  within  one  thousand  feet  of.  real  property  comprising  a  public  or  private 
elementary  or  secondary  school,  public  vocational  .school,  or  a  public  or  private  c(mimunity  college,  college,  or  university 
attended  primarily  by  individuals  under  twenty-one  years  of  age: 

(3j        Prohibit  the  operation  of  a  vehicle,  watercrall.  aircralt.  railroad  train,  or  any  similar  device  while  using  or 
under  the  inlluence  of  mariiuana: 

(4)        Prohibit  the  use  of  marijuana,  mariiuana  products,  and  marijuana  extracts  in  a  public  place,  provided 
however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction: 

{5}        Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  p<^ssession  of 
marijuana,  marijuana  products,  and  mariiuana  extracts  by  any  person  that  does  not  comply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section: 

((>)        Classify  the  penalties  for  violations  of  such  laws: 

(7)        Impose  an  excise  tax  on  the  Urst  lair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  not  less  than 
fifteen  percent  and  not  more  than  thirty  percent  of  the  purchase  price.  The  additional  excise  tax  revenue  authorized  bv 
this  section  shall  not  be  part  of  the  "total  state  revenue"  within  the  meaning  of  sections  1 7  and  18  of  article  .X  of  this 
constitution,  nor  subject  to  additional  voter  approval  under  .section  18(e)  of  article  X  of  this  constitution.  In  addition,  the 
expenditure  of  this  additional  revenue  shall  not  be  an  "expense  of  state  government"  under  section  20  of  article  X  of  this 
constitution. 

7.  Subject  to  the  provisions  of  subsection  8  of  this  .section,  on  or  before  June  I.  2015.  the  division  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery. 
possession,  and  u.se  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  and  mariiuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to  obtain  a  mariiuana  license  to  purchase,  .sell,  manufacture,  produce,  process,  transport,  or 
deliver  marijuana,  mariiuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia: 

(2)  Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section: 

(.3)        Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  books,  records,  and 
premises  of  licensees: 

(4)  Regulate  the  advertising  of  marijuana,  mariiuana  products,  mariiuana  extract.s.  and  mariiuana  paraphernalia: 

(5)  Provide  Ibr  the  receipt  and  transfer  of  all  funds  received  by  the  state  from  the  excise  taxes  and  license  and 
Other  lees  collected  under  such  laws,  as  follows: 

(a)        First,  to  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  to  earn 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  rea.sonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations: 


(b)  Next,  the  remainder  of  such  lunds.  to  such  specitk  translcrces  as  the  general  assembly  may 
determine,  for  tlie  rollovving  purfH>scs:  (i)  lor  state  and  local  law  enforcement  and  llreCighter  pensions  and  retirement 
plans,  twcntv-llve  percent:  (ii)  for  public  institutions  ofeiementarv  and  secondary  education,  twenty-live  percent;  (iii) 
lor  mental  health  and  substance  abuse  programs,  twenty  percent:  (iv)  for  cities  and  counties,  liltcen  percent:  and  (  \ ) 
for  public  institutions  ol"  higher  education  or  for  scholarships  to  attend  such  institutions.  IIReen  percent:  and 

(c)  All  moneys  appropriated  by  the  general  assembly  from  the  excise  taxes  authori/.ed  in  paragraph  7  ol' 
subsection  6  ol  this  section  shall  provide  additional  funds  for  the  purposes  enumerated  above  and  not  replace  existing 
funding. 

|6)        Limit  the  amount  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  persttn  other  than  a  licensee 
may  possess  at  any  given  time,  provided  however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an 
infraction  for  the  first  violation  and  a  mi.sdemeanor  for  any  second  or  subsequent  violation. 

8.  No  state  law  or  combination  of  state  layvs  shall: 

( 1)  Kxccpl  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  tax  on  marijuana, 
marijuana  products,  marijuana  extracts,  or  transactions  involving  marijuana,  marijuana  products,  or  marijuana  extracts  that  is 
not  imposed  on  other  pr^)ducts  generally  : 

(2)  Limit  the  amounts  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

(a)  Light  ounces  of  usable  marijuana: 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  form: 

(cl        Seventv-tyvo  ounces  ol" marijuana  products  in  liquid  form:  and 

(d)  One  ounce  of  marijuana  extracts. 

(3)  Limit  the  aggregate  number  of  licensees  that  may  hold  marijuana  licenses  or  the  aggregate  number  of 
marijuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  marijuana  retailers  in  a  county  may  be 
limited  to  no  fewer  than  one  marijuana  retailer  per  2.500  inhabitants  in  such  county,  according  to  the  most  recent  census  of  the 
United  States: 

(4)  Limit  the  number  of  marijuana  licenses  that  may  be  granted  to  or  held  by  the  same  person: 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  ivpes  of  marijuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  mari  juana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state: 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual 
who  oyvns  a  direct  or  indirect  interest  in  the  perstin  has  been  convicted  of  violating:  (i)  any  non-discretionary  expungcable 
marijuana  offense  in  paragraph  ( I)  or  (2)  ol"  subsection  ( 14)  of  this  section:  or  (ii)  any  marijuana-related  offense  that  has  been 
expunged: 

(8)  Require  an  individual  tyventv-one  years  of  age  or  older  to  obtain  any  license  to  po.ssess  or  use  marijuana, 
marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia: 

(9)  Require  a  consumer  twenty-one  years  of  age  or  older  to  obtain  any  license  to  purchase  marijuana,  marijuana 
products,  marijuana  extract.s.  or  marijuana  paraphernalia  from  a  licensed  marijuana  retailer: 

( 10)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  deliver  marijuana,  marijuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  for  no  consideration  to  an  individual  twenty -one  years  of  age  or  older 

ill 

(a)  The  marijuana,  marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia  were  purchased 
From  a  licensed  marijuana  retailer:  or 

(b)  I  he  marijuana  or  marijuana  products  were  manufactured  or  proces.sed  by  a  person  without  a  license 
in  accordance  with  paragraph  ( 12)  of  this  subsection: 

HI)       Require  any  marijuana  retailer  to  record  the  name  or  any  other  perst)nallv  identifiable  information  of  any 
wnsumer  tyventv-one  years  of  age  or  older: 

( 12)  Require  a  person  tvventv-onc  vears  of  age  or  older  to  obtain  any  license  or  pay  any  lax  to  manulacturc  or 
process  mariiuana  or  marijuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
marijuana  and  marijuana  products  at  the  household  do  not  exceed  the  household  exemption  limits:  or 

(13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  marijuana  plants  that  may  be 
manufactured  without  a  license  under  paragraph  ( 12)  of  this  subsection  may  not  exceed  that  for: 

(a)  An  infraction,  il  the  violation  is  a  first  violation  and  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  mav  be  manufactured  without  a  license: 

(b)  A  misdemeanor,  if  the  violation  is  a  first  violation  and  the  number  of  marijuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  mari  juana  plants  that  may  be  manufactured  without  a  license:  or 

(c)  A  misdemeanor,  if:  (i)  the  violation'is  a  second  violation:  (ii)  with  respect  to  the  first  violation,  the 
number  of  marijuana  plants  was  not  more  than  double  the  number  of  marijuana  plants  that  may  be  manufactured 
without  a  license:  and  (iii)  with  respect  to  the  second  violation,  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  w  ithout  a  license:  or 

( 14)  Make  the  ownership  or  operation  of  a  licen.sed  business  that  manufactures,  produces,  or  delivers  marijuana, 
marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organi/.e  or  conduct  the  business. 

9.  On  or  before  .lune  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  mav  enact 
law.s.  that: 

( 1 )  Permit  individuals  yvith  a  medical  condition  who  may  benefit  from  the  medical  use  of  marijuana,  mariiuana 
products,  and  mariiuana  extracts  to  be  able  to  discuss  freely  with  their  doctors  the  possible  risks  and  benefits  of  medical 
marijuana  use  and  to  ha\e  the  benefit  of  their  doctor's  professional  advice: 

(2)  Permit  individuals  sufl'ering  from  a  medical  condition  to  be  allowed  to  use  mariiuana.  marijuana  products, 
and  mariiuana  extracts  without  being  subject  to  civ  il  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use:  and 

(3)  Provide  that  no  individual  under  eighteen  years  of  age  shall  be  allowed  to  u.se  marijuana,  mariiuana  products. 
or  mariiuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  for  the 
individual's  health  care  decisions  consents  to  such  use. 

10.  No  licensed  doctor  may  be  subjected  to  any  criminal  or  civil  penalty,  or  to  any  discipline  by  any  state  licensing 
division,  board,  or  commission,  for: 

( 1 )  Advising  a  person  whom  the  doctor  has  diagnosed  as  ha\  ing  a  medical  condition,  or  a  person  yvho  the  doctor 
knows  has  been  so  diagnosed  by  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  of  mariiuana  or  that  the 
medical  use  of  mariiuana  may  mitigate  the  symptoms  or  effects  of  the  person's  medical  condition,  provided  the  advice  is  based 
on  the  doctor's  personal  assessment  of  the  person's  medical  history  and  current  medical  condition:  or 

(2)  Providing  any  written  documentation  that  cvi<lences  or  confirms  such  advice  and  assessment. 

1 1.  The  division  is  directed  and  authori/.ed  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsi.stcnt 
with  this  section. 


12.        The  department  is  directed  and  authorized  lo  enrorcc.  administer,  and  make  rules  and  regulations  that  are  nol 
inconsistent  with  this  section. 

I.''.         I  he  ueneral  assembly  mav  enact  laws  that  control,  reuulale.  and  tax  the  manufacture,  production,  and  delivery  of 
industrial  hemp.  Any  additional  tax  revenue  aulhori/ed  by  this  section  on  the  manulaclure.  production  and  delivery  of 
industrial  hemp  shall  not  be  part  of  the  notal  state  revenue"  within  the  meaning  of  sections  17  and  I S  ol"  article  X  of  this 
con.stitution.  nor  subject  to  additiiinal  \  oter  approv  al  under  section  IK(e)  of  article  .X  of  this  constitution.  In  addition,  the 
expenditure  of  any  addiiional  revenue  shall  nol  he  an  "expense  of  state  povernment"  under  section  20  t)f  article  X  of  this 
constitution. 

14.        Convictions  of  marijuana  offenses  shall  be  expunpeabic  as  lV)llows: 

( 1 )  An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  anv  expunpeahle  marijuana  ofTense. 
and  who  was  twentv-one  vears  of  age  or  older  at  the  time  of  the  offense,  mav  apply  to  the  court  in  which  he  or  .she  was 
sentenced  for  an  order  to  expunge  all  ofllcial  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  I  f  the  court  determines. 
upon  review,  that  such  individual  has  plead  guilty  to  w  has  been  convicted  of  an  expunpeahle  marijuana  offense,  the  court  shall 
enter  an  order  of  expunuement.  An  individual  shall  he  entitled  to  one  or  more  expunpements  pursuant  lo  this  paragraph  ( I ). 

(2)  After  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  euiltv  lo  or  has  been  convicted  ol' 
violating  any  expunpeahle  marijuana  offense  for  the  llrst  time,  and  who  was  under  ivventy-t^nc  years  of  age  at  the  lime  of  the 
ol'fen.se.  and  who  since  such  conviction  has  not  been  convicted  of  anv  other  marijuana-related  ofTensc.  may  apply  to  the  court 
in  which  he  in  she  was  sentenced  for  an  order  to  expunge  all  ofllcial  records  of  his  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upon  rev  iew.  that  such  individual  has  not  been  convicted  of  any  other  marijuana-related  olTense  at  the 
time  of  the  application  for  expungemenl.  the  court  shall  enter  an  order  of  expunpement. 

(.1)        An  individual  who  has  plead  puillv  lo  or  has  been  convicted  of  violating  anv  cxpungeable  marijuana  ofTense 
that  is  not  expungeahle  under  paragraphs  ( I )  or  ( 2)  of  this  subsection  may  apply  lo  ihe  court  in  which  he  or  she  was  sentenced 
for  an  order  lo  expunge  all  oll'icial  records  of  his  or  her  arre.si.  plea,  trial,  and  conviction.  If  the  court  determines,  upon  rev  iew. 
that  an  expungemenl  is  in  the  interests  of  justice,  the  court  may  enter  an  order  of  expungement.  An  individual  may  be  entitled 
lo  one  or  more  expungements  pursuant  lo  this  paragraph  (3). 

(4)         I  he  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  individual  lo  the  status  he  or  she 
<>eeupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  event  had  never  happened.  No  individual  as  lo  whom  such  order  has 
been  entered  shall  be  held  thereafter  under  anv  provision  of  any  law  to  be  guilty  of  perjury  or  otherwise  giving  a  false 
.statement  by  reason  of  his  or  her  failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expungemenl  in  response 
lo  anv  inquiry  made  of  him  or  her  for  anv  purpose  whatsoever. 

I.S.        No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using 
marijuana,  marijuana  products,  marijuana  extract.s.  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 
16.        Nothing  in  this  section  shall  be  construed: 

( 1 )  1(1  amend  or  affect  in  any  way  any  stale  or  federal  law  pertaining  lo  employment  mailers; 

(2)  To  amend  or  alTect  in  anv  way  any  state  or  federal  law  pertaining  lo  landlord-tenant  matters: 

Qj        To  amend  or  alTect  in  any  way  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  anv  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 
pt^ssession.  or  use  of  marijuana  on  such  real  property: 

(4)  To  amend  or  alTect  in  any  way  anv  state  law  pertaining  to  the  operation  of  a  vehicle.  watercratL  aircraft, 
railroad  train,  or  anv  similar  device  while  using  or  under  the  influence  of  marijuana: 

(5)  To  require  a  person  to  violate  a  federal  law:  or 

(6)  l  o  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

IJ7.         If  anv  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  he  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  ihe  applicability,  constitutionalily.  and  legality  of  anv  and  all  other  subsections,  paragraphs,  phrases, 
and  words  of  this  section  shall  not  be  affected.  To  thai  end,  the  subsections,  paragraphs,  phrases,  and  words  of  this  section  are 
intended  lo  be  severable.  It  is  hereby  declared  to  be  the  intent  of  this  section  that  each  and  every  subsection,  paragraph,  phrase, 
and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

18.        Ihe  provisions  of  subsections  2. .3. 4. 6.  7.9.  10.  II.  12.  I.<.  14.  \5.  16.  17. and  18  of  this  section  and  paragraphs  ( I ). 
(2).  and  IS)  of  subsection  5  of  this  section  shall  become  effective  on  .lanuarv  I.  20I.S.  The  provisions  of  subsections  I  and  8  of 
this  section  and  paragraphs  (3)  and  (4)  of  subsection  .S  of  this  section  shall  become  elTective  on  June  I.  20l.'<.  All  stale  laws 
that  arc  inconsistent  with  anv  provision  of  paragraph  ( I ).  (2).  or  (5)  of  subsection  5  of  Ihis  section  shall  no  longer  remain  in  full 
lorce  and  effecl  on  and  alter  January  I.  2015.  All  state  laws  that  arc  inconsistcni  with  anv  provision  of  subsections  I  or  8  of 
this  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after 
June  I.  201  .S.  All  of  Ihe  provisions  of  this  section  shall  be  self-enforcing. 


Jason  Kander 


jAMivs  C.  Kirki>atrk:k 

STATK  IN1-()1<MATK)N  Ckntkr 
(573)751-4936 


Secretary  of  State 
STATE  OF  Missouri 


Elkc;tions  Division 
(573)751-2301 


The  Honorable  Tom  Schweich 
State  Auditor 


December  13,  2013 


DEC  t  3  2013 

iTATE  AUDITORS  OFFICE 


State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:      Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I.  version  12  (2014-081) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMKs  C.  Kirki'Atrk;kStati-:  Inporm.xtion  Ci:ntkk 
600  VV.  Main  Strkkt  •  Jhh-krson  City  65 1 0 1 
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I'age  No.  

li  is  a  class  A  misdemeanor  punishable.  notvvirtBtmrtfjgHhp-provisip*  pflstttion  5W).()2 1 ,  RSMo,  to  the  contrary,  lor  a  term  ol 
imprisonment  not  to  exceed  one  year  in  the  c()Un\y  JaiT  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  lor  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

To  the  I  lonorable  Jason  Kander.  Secretary  of  State  for  the  state  of  Missouri: 

Wc,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Mis-souri.  for  their  approval  or  rejection,  at  the  general  election  to  beheld  on  the  4''' day  of  November,  2014,  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition:  I  am  a  registered  voter  of  the  .state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  ol  the  city,  town  or  village 

in  which  I  live  arc  correctly  written  after  my  name. 

(SPACE  RESERVED  FOR  OFFICIAL  BALLO I  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF  I. 

 .  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

Dale 
Signed 

REGISTERED  VOTING  ADDRESS 
(Slrecl.  No  PO  Boxes)       (Citv,  Town  or  Village) 

Zip 
Code 

Cong 
Disi 

NAME 
(Primed  or  Typed) 

1. 

/  / 

2. 

/  / 

i. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  stale  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  .  A.D.  


Signature  of  Notary 
Address  of  Notary:  _ 

Notary  Public  (Seal)   


My  commission  expires 


NO  riCE:  You  are  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modiCy  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri-- Sections  9.  10.  14.  15.31  &  32  of  Article  I:  Sections  36.  39  &  39(a)  of  Article  III:  Sections  7.  12.  15.  22.  23.27(a) 
&  48  of  Article  IV;  Sections  14.  18  &  24  of  Article  V;  Section  18(d)  of  Article  VI:  Section  1  and  4  of  Article  VII:  Sections  2  of 
Article  VIM:  Sections  3(a).  7.  and  9(b)  of  Article  IX:  Sections  I,  2.  3. 4(a).  6,  10(b).  17.  18.  18(e).  19.  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  Xll. 

Be  it  resolved  by  the  people  of  the  slate  of  Missouri  tluit  the  Constitution  he  amended: 
One  new  section  is  adopted  to  be  known  as  Article  I,  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twenty-one  years  shall  have  the  right  lo  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subiect  to  reasonable  regulations  adopted  by  the  state 
gos  ernment  pursuant  to  this  section. 
2i         The  purposes  of  this  .section  are: 

( 1)  lo  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  ol' marijuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  important  stale  policy  goals  such  as  maintaining  an  orderly 
marketplace  compt)sed  of  state-licensed  marijuana  producers,  distributors,  and  retailers: 

(2)  To  eliminate  the  problems  caused  bv  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
deliver)',  and  possession  of  marijuana  within  this  slate: 

(3)  To  prev  ent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  bv  those  under 
twenlv-one  vears  of  age,  as  the  consumption  of  marijuana  poses  particular  hazards  lo  minors,  whose  brains  are  still  in  a  slate  of 
development: 

(4)  To  legalize  under  stale  law  the  use  of  mariiuana  b\  individuals  who  are  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  may  provide  a  medical  bcnclll  lo  them: 

(5)  l  o  raise  ta\  revenue  from  the  production  and  sale  of  mariiuana.  and  to  allocate  such  revenue  for  stale  and 
local  law  enforcement  and  firefighter  pensions  and  retirement  plans,  for  elcmenlarv.  secondary,  and  higher  education,  for  the 
cities  and  counties  of  this  stale,  for  menial  health  and  substance  abuse  programs,  and  for  the  division  Ibr  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  ol" marijuana  authorized  bv  this  section: 

(6)  To  legalize  under  stale  law  ihe  manul'aclure.  production,  and  delivery  ol" industrial  hemp,  and  to  regulate 
industrial  hemp  under  stale  law  in  a  manner  separate  and  apart  from  the  regulation  of  marijuana: 

(7)  To  legalize  under  slate  layy  the  manufacture,  production,  possession,  and  use  of  marijuana  bv  persons  twenty - 
one  years  of  age  and  older:  and 

(8)  I  o  legalize  under  stale  law  the  delivery  of  marijuana  by  persons  twenty-one  years  of  age  and  older  to  persons 
lwenty-t)ne  y  ears  of  age  and  older. 

3^  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  stale  law,  will: 

Prevent  the  distribution  of  mariiuana  lo  persons  under  Iwenu  -one  years  of  age: 
Preveiil  revenue  from  the  sale  of  mariiuana  from  going  lo  criminal  enlerprises.  gangs,  and  cartels: 
Prevenl  the  diversion  of  mariiuana  from  this  stale  lo  other  stales: 

Prevent  mariiuana  activity  that  is  legal  under  stale  law  from  being  used  as  a  cover  or  pretext  for  the 
tralTicking  of  other  illegal  drugs  or  other  illegal  acliviiy; 

(5)  Prevenl  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  mariiuana: 

(6)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  wilh 
the  use  of  mariiuana: 

(7)  Prevent  the  growing  of  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
pt)scd  by  marijuana  production  on  public  lands: 

(^J        Prevent  the  possession  and  use  of  mariiuana  on  federal  property:  and 

t9i        Prevenl  llie  markeling  and  adxcrlisemcnl  of  marijuana,  marijuana  prt>ducls.  marijuana  exlracls.  mariiuana 
paraphernalia,  or  mariiuana  usage  to  those  under  twenlv-one  vears  of  age. 

4.         Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  indi\  idual  who  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  marijuana 
products,  mariiuana  exlracls.  or  mariiuana  paraphernalia  other  than  for  Ihe  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  lo  another  of  marijuana,  marijuana  products, 
mariiuana  extracts,  or  marijuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Deparlmenl"  means  the  department  ol  heallh  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  di\  ision  or  department. 

(5)  "Knlily"  includes  a  corporation,  professional  corporation,  nonprofit  corpt>ralion.  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  trust,  limiled  liability  company,  general  or  limited  partnership,  limited 
liabililv  partnership,  ioinl  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

(6)  "l^xpungeable  mariiuana  offense"  means: 

(a)  I  he  manul'aclure.  production,  possession,  or  use  of  mariiuana.  mariiuana  products,  marijuana 
extracts,  or  marijuana  paraphernalia:  or 

(b)  The  delivery,  possession  with  intent  to  deliver,  or  trafficking  of  marijuana,  marijuana  products, 
mariiuana  exlracls.  or  marijuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twenty-one  years  of 
age  or  older  at  Ihe  lime  of  the  offense. 

(7)  "Fair  market  sale"  means,  wilh  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  thai  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  wilh  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  any  given  lime: 

(a)  Eight  ounces  of  usable  marijuana: 

(b)  Sixteen  ounces  of  mariiuana  products  in  solid  form:  and 
(e)         Scvenly-lwo  ounces  of  mariiuana  products  in  liquid  form. 

asm        "Industrial  hemp"  means  Cannabis  Saliva  L.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

( 10)  "License"  means  any  license,  permil.  registration,  consent,  or  auihorizalion  issued,  granted,  given,  or 
otherwise  made  available  bv  or  under  the  authority  of  any  slate  or  local  govemmenlal  bt)dv .  agency,  or  official. 

(11)  "Licensee"  means  any  person  who  holds: 
(a)        A  marijuana  license:  or 

Lb]        A  license  issued  by  any  stale  agencv  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


LL2J      "Manulaclure"  means  the  prt)JLiclK)n.  pieparuiion.  propagation,  compounding  or  proccssinp  dl  marijuana 
paraphernalia  or  ol' marijuana,  marijuana  products,  or  mariiuana  extracts,  cither  directly  or  hv  e.Mraction  from  substances  of 
natural  oriuin.  or  independently  by  means  ol  chemica!  synthesis,  or  by  a  combination  ol' extraction  and  chemical  synthesis,  and 
includes  anv  packauine  or  repackat-inij  of  the  substance  or  labeling  or  relabeling  of  its  container. 

liil      "Marijuana"  means  all  parts  ol"  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  vvhether  growing  or 
not,  other  than  marijuana  extracts. 

1 1^)       "Marijuana  extract"  means  a  product  obtained  by  separating  resins  from  mariiuana  by  solvent  extraction. 
using  solvents  other  than  water.  \  euclable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropvl  alcohol, 
eihanol.  and  carbon  dioxide. 

Llil      "Marijuana  license"  means  a  license  issued  by  the  division  lor  the  purchase,  sale,  manufacturing,  production. 
processing,  transportation,  or  delivery  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

( 1^)       "Mariiuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  anv  kind  which  are 
used,  intended  \br  use,  or  designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing, 
compounding,  g^nverting.  producing,  processing,  preparing,  storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise 
introducing  into  the  human  body  mariiuana.  mariiuana  products,  or  marijuana  extracts. 

( 17)       "Marijuana  products"  means  products  that  contain  marijuana  or  marijuana  extracts  and  arc  intended  for 
human  consumption.  Marijuana  products  does  not  mean  mariiuana  by  itself,  or  a  mariiuana  extract  by  itself 

( IX)       "Marijuana  retailer"  means  a  person  who  sells  mariiuana.  mariiuana  products,  mariiuana  extracts,  or 
marijuana  paraphernalia  to  a  consumer  in  this  state. 

( I*))       "Person"  includes  anv  individual  or  entity. 

(-^)>       "Pcrstm  twenty-one  years  of  age  and  older"  includes  anv  entity  in  which  no  individual  under  twenty-one 
years  ol  age  holds  a  direct  or  indirect  interest. 

(21 )  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
marijuana,  marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  .schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  with 
public  pa.ssenger  transportation. 

(23)  "State  law"  means  anv  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  "  lax"  means  anv  income,  gross  receipts,  excise,  stamp,  properly,  windfall  proUt  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  levy,  tariff,  charge,  or  duty  of  any  kind 
whatsoever  imptised.  assessed,  or  collected  by  or  under  the  auth(>rity  of  any  governmental  b<^dv. 

(25)  "Usable  mariiuana"  means  dried  mariiuana  Howcrs  and  dried  mariiuana  leaves,  and  anv  mixture  or 
preparation  thereof. 

5.  r.xcept  as  otherwise  provided  in  this  section,  no  state  law  shall: 

( 1 )  Prohibit  the  possession  or  use  of  mari  juana,  mariiuana  product.s.  mariiuana  extracts,  or  marijuana 
paraphernalia  by  persons  twenty-one  years  of  age  and  older; 

(2)  Prohibit  the  transportation  or  delivery  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twentv-one  years  of  age  and  older  to  persons  twenty-one  years  of  age  and  older: 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  mariiuana.  marijuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia  bv  persons  twenty-one  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  .sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  any  purchase,  sale, 
manufacturing.  productit>n.  processing,  transportation,  delivery,  possession,  or  use  of  marijuana,  marijuana  products,  mariiuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery.  p<issession.  or  use  is  lawful  under  state  law. 

6.  Notwithstanding  subsection  5  of  this  section,  a  state  law  may: 

( 1 )  Prohibit  the  importation  and  exportation  of  marijuana,  marijuana  products,  and  mariiuana  extracts  into  and 
from  this  state: 

(2)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery  of  marijuana,  mariiuana 
products,  and  marijuana  extracts  in  or  on.  or  within  one  thousand  feet  of.  real  property  comprising  a  public  or  private 
elementary  or  secondan  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  by  individuals  under  twenty-one  years  of  age: 

12}        Prohibit  the  operation  of  a  vehicle,  watercraft.  aircraft,  railroad  train,  or  any  similar  device  while  using  or 
under  the  inlluencc  of  mariiuana: 

(4)  Prohibit  the  use  of  mariiuana.  mariiuana  products,  and  mariiuana  extracts  in  a  public  place,  provided 
however  that  the  penalty  for  violation  of  such  law  mav  not  exceed  that  for  an  infraction: 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
marijuana,  marijuana  products,  and  mariiuana  extracts  by  an\  person  that  does  not  ct>niply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section: 

(6)  Classify  the  penalties  for  violations  of  such  laws: 

(7)  lmp<ise  an  excise  tax  on  the  first  fair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  not  less  than 
fifteen  percent  and  not  more  than  thirt^  percent  of  the  purchase  price.  The  additional  excise  tax  revenue  authorized  by 

lliis  section  shall  not  he  part  of  the  "total  state  revenue"  within  the  me<uiing  of  sections  1 7  and  IX     article  X  of  this 
constitution,  nor  subiect  to  additional  voter  approval  under  section  IS(e)  of  article  X  ol'this  amstitution.  In  addition,  the 
exr>enditure  of  this  additional  revenue  shall  not  be  an  "expense  of  state  government"  under  section  20  of  article  X  of  this 
constitution. 

7.  Subject  to  the  provisions  of  subsection  X  of  this  section,  on  or  before  June  I.  201.5.  the  division  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery. 
pos.session.  and  use  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  and  marijuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to  obtain  a  mariiuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia: 

(2)  Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  ol'this  section: 

(3)  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  books,  records,  and 
premises  of  licensees: 

(4)  Regulate  the  advertising  of  mariiuana.  marijuana  products,  marijuana  extracts,  and  marijuana  paraphernalia: 

(5)  Provide  for  the  receipt  and  transfer  of  all  funds  received  bv  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)        I- irsl.  to  the  division,  an  amount  that  the  general  a.ssemblv  deems  necessary  for  the  division  to  cari-y 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations: 


(b)  Next.  Ihc  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  assembly  mav 
determine,  for  the  follow ing  purpx^ses:  (i)  for  state  and  local  law  enforcement  and  fireliuhter  pensions  and  retirement 
plans,  twentv-five  percent:  (ii)  for  public  institutions  of  elemcntan  and  secondary  education,  twenty  -live  percent;  (iii) 
for  mental  health  and  substance  abuse  programs,  twenty  percent:  (iv)  lor  cities  and  counties,  fifteen  percent:  and  (v) 
for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions,  fifteen  percent:  and 

(c)  All  moneys  appropriated  b\  the  izcnerai  assembly  from  the  excise  taxes  authorized  in  paragraph  7  of 
subsection  6  of  this  section  shall  provide  additional  funds  for  the  purposes  enumerated  ab<.)ye  and  not  replace  existina 
funding. 

(6)        Limit  the  amount  of  marijuana,  marijuana  products,  or  mariiuana  extracts  that  a  person  other  than  a  licensee 
mav  possess  at  any  e}\cn  time,  provided  howeyer  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an 
infraction  for  the  first  violation  and  a  misdemeanor  for  any  second  or  subsequent  violation. 

8.  No  state  law  or  combination  of  slate  law  s  shall: 

( 1 )  Except  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  anv  tax  on  mariiuana. 
marijuana  products,  mariiuana  extracts,  or  transactions  involvina  mariiuana.  mariiuana  products,  or  mariiuana  extracts  that  is 
not  imposed  on  other  products  generally: 

(2)  Limit  the  amounts  of  mariiuana.  mariiuana  products,  or  mari  juana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

^aV        Eight  ounces  of  usable  marijuana: 

fjj^  _      Sixteen  ounces  of  mariiuana  products  in  solid  form: 

fc^        Seventy-two  ounces  of  mariiuana  products  in  liquid  form:  and 

(d)  One  ounce  of  mariiuana  extracts. 

(3)  Limit  the  agnrcuatc  number  of  licensees  thai  mav  hold  mariiuana  licenses  or  the  aggregate  number  of 
marijuana  licenses  that  mav  be  granted,  provided  however  that  the  number  of  licensed  mariiuana  retailers  in  a  county  may  be 
limited  to  no  fewer  than  one  mariiuana  retailer  per  2.500  inhabitants  in  such  county,  acwrding  to  the  most  recent  census  of  the 
United  States: 

(4)  Limit  the  number  of  mariiuana  licenses  that  may  be  granted  to  or  held  by  the  same  person: 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  tv  pes  of  mariiuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state: 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating:  (i)  any  non-discretionary  cxpungeable 
mariiuana  offense  in  paragraph  ( I )  or  (2)  of  subsection  ( 14)  of  this  section:  or  (ii)  any  marijuana-related  offense  that  has  been 
expunged: 

(8)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  po.ssess  or  use  mariiuana. 
mariiuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia: 

(9)  Require  a  consumer  twentv-one  years  of  age  or  older  to  obtain  any  license  to  purchase  mariiuana.  mariiuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  from  a  licensed  marijuana  retailer: 

( 10)  Require  an  individual  twenty-one  vears  of  age  or  older  to  obtain  any  license  to  deliver  marijuana,  mariiuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  for  no  consideration  to  an  individual  twenty-one  years  of  age  or  older 

ill 

(a)  I'he  marijuana,  marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia  were  purchased 
from  a  licensed  mariiuana  retailer:  or 

(b)  The  marijuana  or  mariiuana  products  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  with  paragraph  ( 12)  of  this  subsection: 

(in      Require  any  mariiuana  retailer  to  record  the  name  or  any  other  personally  identifiable  information  of  anv 
consumer  twentv-one  vears  of  age  or  older: 

( 12)  Require  a  person  twentv-one  years  of  age  or  older  to  obtain  anv  license  or  pay  any  tax  to  manufacture  or 
process  marijuana  or  mariiuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
marijuana  and  mariiuana  products  at  the  household  do  not  exceed  the  household  exemption  limits:  or 

( 13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  mariiuana  plants  that  may  be 
manufactured  without  a  license  under  paragraph  ( 12)  of  this  subsection  may  not  exceed  that  for: 

(a)  An  infraction,  if  the  violation  is  a  first  \  iolalion  and  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  mav  be  manufactured  without  a  license: 

(b)  A  misdemeanor,  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license:  or 

(c)  A  misdemeanor,  if:  (i)  the  violation  is  a  second  violation:  (ii)  with  respect  to  the  first  \  ioiation.  the 
number  of  marijuana  plants  was  not  more  than  double  the  number  of  marijuana  plants  that  mav  be  manufactured 
without  a  license:  and  (iii)  with  respect  to  the  second  violation,  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  may  be  manufactured  w  ithout  a  license:  or 

( 14)  Make  the  ownership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  marijuana, 
marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

9.  On  or  before  June  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  may  enact 
laws,  that: 

( 1 )  Permit  individuals  with  a  medical  condition  who  mav  benefit  from  the  medical  use  of  mariiuana.  marijuana 
products,  and  mariiuana  extracts  to  be  able  lo  discuss  freely  w  ith  their  doctors  the  possible  risks  and  benefits  of  medical 
marijuana  use  and  to  have  the  benefit  of  their  doctor's  professional  advice: 

(2)  Permit  individuals  suffering  l"R)m  a  medical  condition  to  be  allowed  to  use  mariiuana.  marijuana  products, 
and  marijuana  extracts  without  being  subject  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use:  and 

(3)  Provide  that  no  individual  under  eighteen  years  of  age  shall  be  allowed  to  use  marijuana,  mariiuana  products, 
or  mariiuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  lor  the 
individual's  health  care  decisions  consents  to  such  use. 

10.  No  licensed  doctor  mav  be  subiected  to  any  criminal  or  civil  penalty,  or  to  anv  discipline  by  anv  state  licensing 
division,  board,  or  commission,  for: 

( 1 )  Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagnosed  by  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  of  marijuana  or  that  the 
medical  use  of  marijuana  mav  mitigate  the  symptoms  or  effects  of  the  person's  medical  condition.  pro\  ided  the  advice  is  based 
on  the  doctor's  personal  assessment  of  the  person's  medical  history  and  current  medical  condition:  or 

(2)  Providing  anv  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 

J_L  The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 


1 2.  1  he  department  is  directed  and  aulhori/eJ  to  enforce,  adminislcr.  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

13.  The  eenerai  assemhiv  may  enact  laws  that  control,  reaulale.  and  ta.\  the  manufacture,  production,  and  delivery  of 
industrial  hemp.  Any  additional  tax  revenue  authorized  by  this  section  on  the  manul'acture.  production  and  delivery  of 
industrial  hemp  shall  not  he  part  of  the  "total  slate  revenue"  within  the  meanin|j  of  sections  17  and  18  ol  article  X  of  this 
constitution,  nor  subject  to  additional  voter  approval  under  section  I8(ei  of  article  X  of  this  constitution.  In  addition,  the 
expenditure  of  any  additional  revenue  shall  not  be  an  "expen.sc  of  state  povernment"  under  section  20  of  article  X  of  this 
constitution. 

14.  Convictions  ol' marijuana  offenses  shall  be  expungeable  as  follows: 

( 1 )  An  individual  who  has  plead  guilty  to  or  has  been  conv  icted  of  violating  any  expunpeahle  marijuana  ofTense. 
and  who  was  twenty-one  years  of  age  or  older  at  the  time  of  the  offense,  max  apply  to  the  court  in  which  he  or  she  was 
sentenced  for  an  order  to  expunge  all  ofllcial  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines, 
upon  review,  that  such  individual  has  plead  guilty  to  or  has  been  convicted  of  an  expungeable  marijuana  offense,  the  court  shall 
enter  an  order  of  expuntiemenl.  An  individual  shall  be  entitled  to  one  or  more  expungements  pursuant  to  this  paragraph  ( I ). 

(2)  After  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  guilty  to  or  has  been  convicted  of 
violating  anv  expungeable  marijuana  offense  for  the  llrst  time,  and  who  was  under  twenty-one  years  of  ape  at  the  time  of  the 
ofl'ense.  and  who  since  such  conviction  has  not  been  convicted  of  any  other  marijuana-related  otTense.  may  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  olllcial  records  of  his  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upon  review,  that  such  individual  has  not  been  convicted  of  anv  other  marijuana-related  offense  at  the 
time  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 

Li!        An  individual  who  has  plead  guiltv  to  or  has  been  convicted  of  violating  anv  expungeable  marijuana  oflense 
that  is  not  expungeable  under  paragraphs  ( 1 )  or  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced 
lor  an  order  to  expunge  all  ofllcial  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
that  an  expungement  is  in  the  interests  of  justice,  the  court  may  enter  an  t)rder  of  expungement.  An  individual  may  he  entitled 
hi  one  or  more  expungements  pursuant  to  this  paragraph  (3). 

(4)        "I  he  effect  of  an  order  of  expungement  shall  he  to  restore  the  applicable  individual  to  the  status  he  or  she 
(K'cupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  event  had  never  happened.  A  person  imprisoned  solely  as  a  result 
of  one  or  more  expungeable  marijuana  offenses  that  are  expunged  shall  be  released  from  prison  immediately  upon  the  issuance 
of  the  applicable  order  or  orders  of  expungement.  No  individual  as  to  whom  such  order  has  been  entered  shall  be  held 
iherealter  under  any  provision  of  anv  law  to  he  guiltv  of  perjury  or  otherwise  giving  a  false  slatement  by  reason  of  his  or  her 
failure  to  recite  or  acknowledge  such  arrest,  plea,  trial.  a)nviction  or  expungement  in  response  to  anv  inquiry  made  of  him  or 
her  for  any  purpose  whatsoever. 

Jjv        No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using 
marijuana,  marijuana  pntducts.  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 
16.        Nothing  in  this  section  shall  be  construed: 

( 1 )  lb  amend  or  alTect  in  anv  wav  any  state  or  federal  law  pertaining  to  employment  matters: 

(2)  'I'o  amend  or  affect  in  any  wav  any  state  or  federal  law  pertaining  to  landlord-tenant  matters: 

QJ        I'o  amend  or  affect  in  anv  wav  anv  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 
possession,  or  use  of  marijuana  on  such  real  property; 

(4)  "['o  amend  or  affect  in  anv  wav  anv  state  law  pertaining  to  the  operation  of  a  vehicle,  vvatercrart.  aircraft, 
railroad  train,  or  anv  similar  device  while  using  or  under  the  inlluence  of  marijuana: 

(5)  To  require  a  person  to  violate  a  federal  law:  or 

(6)  I'o  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

n.        If  any  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  he  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases, 
and  words  of  this  section  shall  not  be  affected.  To  that  end,  the  subsections,  paragraphs,  phrases,  and  words  of  this  section  arc 
intended  to  be  severable.  It  is  hereby  declared  to  be  the  intent  of  this  section  that  each  and  every  subsection,  paragraph,  phrase, 
and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

IX.        The  provisions  ofsubsections  2.  .1.4.  6.  7.9.  10.  11.  12.  13.  14.  \5.  16.  17.  and  18  of  this  section  and  paragraphs  ( I ). 
(2).  and  (5)  of  subsection  5  of  this  section  shall  become  etTective  on  January  I.  2015.  The  provisions  of  subsections  I  and  8  of 
this  section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this  section  shall  become  effective  on  June  1.  2015.  All  state  laws 
that  are  inct)nsistent  with  any  provision  of  paragraph  ( I ).  (2).  or  (5)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full 
force  and  effect  on  and  alter  January  I.  201. 'i.  All  state  laws  thai  are  inconsistent  with  anv  provision  of  subsections  I  or  8  of 
this  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after 
June  1.  2015.  All  of  the  provisions  of  this  section  shall  be  self-enforcing. 


JAMKS  C.  KIRK1'ATRK:K 

St  ATI-  Information  Ci-ntkr 
(S73) 75 1-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Eli-,(  :ti<  )ns  DrvisK  )n 
(573)  7S1-23()1 


December  13,  2013 

The  Honorable  Tom  Schweich  RECfclVED 

State  Auditor  r»rp  j  o  -jom 

State  Capitol  Building  '  ^  ^"'3 

Jefferson  City,  MO  65101  f^TATc  a.t,.- 

^  STATE  AUDITORS  OFFICE 

RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I,  version  13  (2014-082) 


Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1  16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 


Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 

Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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RFC^-1Vr!l  County  

Page  No.  

It  is  a  class  A  misdemeanor  punishable,  notwithsiatftnrtfl  ff|£g-()|igior^J^rJ^4til)8560.02l.  RSMo.  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  line  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  .same 
measure  lor  the  same  election,  or  to  sign  a  petition  when  s(ich,person  knows  he  or  she  is  not  a  registered  voter. 

INI-^tr^f?  PEtlTitW 

To  the  I  lonorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis). 

respecifully  order  thai  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  lor  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"'  da>  of  November.  20 14.  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition;   I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOl  IRI.  COUNTY  OF  I, 

 ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

Date 
Signed 

RF.GISTERED  VOTING  ADDRESS 
(Street,  No  PO  Boxes)        (City.  Town  or  Village) 

Zip 
Code 

Cong 
Dist 

NAME 
(Printed  or  Typed) 

1. 

/  / 

"> 

/  / 

}. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


NOTICE:  You  are  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
he  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri--- Sections  9.  10.  14.  15.31  &  32  of  Article  I:  Sections  36.  39  &  39(a)  of  Article  III:  Sections  7.  12.  15.  22.  23.  27<a) 
&48  of  Article  IV;  Sections  14.  18  &  24  of  Article  V;  Section  l8(d)of  Article  VI;  Section  I  and  4  of  Article  VII;  Sections  2  of 
Article  VIII;  Sections  3(a).  7.  and  9(b)  of  Article  IX;  Sections  I.  2.  3. 4(a).  6.  I()(b).  17.  18.  18(e).  19.  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  il  resolved  by  the  people  of  the  state  of  Missouri  thai  the  Constitution  be  amended: 
One  new  section  is  adopted  to  be  known  as  Article  I.  Section  3S(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twenty-one  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  aoods  from  hemp,  subject  to  reasonable  reaulations  adopted  by  the  state 
go\  ernment  pursuant  to  this  section. 

2.  I'he  purposes  of  this  section  are: 

( 1 )  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  important  stale  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  marijuana  producers,  distributors,  and  retailers: 

(2)  To  eliminate  the  problems  caused  bs  the  prohibition  and  uncontrolled  criminal  manulacture.  prt)ductioii. 
delivers,  and  possession  of  marijuana  within  this  stale; 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  by  those  under 
twenty-one  sears  of  age,  as  the  consumption  of  marijuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  ol 
development; 

(4)  To  legali/.e  under  state  lasv  the  use  of  marijuana  by  individuals  who  are  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  mav  provide  u  medical  bencUl  to  them: 

(5)  To  raise  tax  revenue  from  the  production  and  sale  ol' marijuana,  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  llrelighter  pensions  and  retirement  plans,  for  elementary,  secondary,  and  higher  education,  for  the 
cities  and  counties  ofthls  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  mari  juana  authori/.ed  by  this  .section; 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  delisery  of  industrial  hemp,  and  to  regulate 
indu.strial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  marijuana; 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  marijuana  by  persons  twenty  - 
one  years  of  age  and  older;  and 

(8)  To  legalize  under  state  lasv  the  delivery  of  mariiuana  by  persons  twentv-one  vears  of  age  and  older  to  persons 
twenty-one  vears  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

1 1)        Prevent  the  distribution  of  mariiuana  to  persons  under  twentv-one  years  of  age; 

{21        Prevent  revenue  from  the  sale  ofmarijuana  from  going  to  criminal  enterprises,  gangs,  and  cartels; 

(21        Prevent  the  diversion  ofmarijuana  from  this  stale  to  other  states: 

f4)        Prevent  marijuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
trallleking  of  other  illegal  drugs  or  other  illegal  activity: 

(5)  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  ofmarijuana; 

(6)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  as.sociated  with 
the  use  of  mariiuana; 

(7)  Prevent  the  growing  of  mariiuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  by  marijuana  production  on  public  lands: 

(8)  Prevent  the  possession  and  use  of  mariiuana  on  federal  property:  and 

tWt        Present  ihe  marketing  and  adv  erti.semenl  ofmarijuana.  marijuana  products,  marijuana  extracts,  mariiuana 
paraphernalia,  or  marijuana  usage  to  those  under  Issents  -one  vears  of  age. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  follosving  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  marijuana 
products,  mariiuana  extracts,  or  marijuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  to  another  ofmarijuana.  mariiuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  .sale. 

<3)        "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a  corporation,  professional  corporation,  nonprollt  corporation,  cooperative  corpt)ration. 
prollt  or  nonprofit  unincorpt)rated  association,  business  trust,  limiled  liahilily  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

(6)  "Expuneeable  marijuana  offense"  means: 

(a)  The  manufacture,  production,  possession,  or  use  of  mariiuana.  mariiuana  products,  marijuana 
extracts,  or  mariiuana  paraphernalia;  or 

(b)  "1  he  delivery,  possession  with  intent  to  deliver,  or  trafUcking  ofmarijuana.  marijuana  products, 
mariiuana  extracts,  or  marijuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twentv-t)ne  vears  of 
age  or  older  at  the  time  of  the  olTcnsc. 

(7)  "Fair  market  .sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  svhich  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

iSA        "Household  exemption  limits"  means,  at  any  given  time: 

(a)  Eight  marijuana  plants  and  sixteen  ounces  of  usable  mariiuana; 

(b)  Sixteen  ounces  ofmarijuana  products  in  solid  form;  and 

(c)  Sev  enty-two  ounces  of  mariiuana  prt)ducts  in  liquid  form. 

£21        "Industrial  hemp"  means  Cannabis  Saliva  I-  containing  no  greater  than  one  percent  tetrahydrocannabinol. 
1 10)       "License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  bv  or  under  the  authority  of  any  state  or  local  governmental  body,  agency,  or  official. 
(II)       "Licensee"  means  any  person  who  holds: 
(a)        A  mariiuana  license;  or 

tb)        A  license  issued  by  anv  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


( 12)  "Munulacture"  means  ihe  production,  preparation,  propu^ution.  compounding  or  processing  ol  nniriiuana 
paraphernalia  or  of  marijuana,  marijuana  products,  or  marijuana  extracts,  either  Jirc'ctK  or  hy  extraction  from  suhstances  of 
natural  origin,  or  independently  by  means  ol'chemical  synthesis,  or  bv  a  combination  ofextraction  and  chemical  synthesis,  and 
includes  any  packaging  or  repackaging  of  (he  substance  or  lahelinp  or  relabeling  of  its  container. 

(13)  "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  lorm  thereof,  whether  growing  or 
not.  t)ther  than  marijuana  extracts. 

1 14)      "Marijuana  extract"  means  a  product  obtained  by  separating  resins  from  marijuana  by  solvent  extraction, 
using  st)lvents  other  than  water,  vegetable  glycerin,  plant  oils,  and  dain-  products,  such  as  butane,  hexane.  isopropvl  ala)hol. 
ethanol.  and  carbon  dioxide. 

{\5)       "Marijuana  license"  means  a  license  issued  bv  the  division  for  the  purchase,  sale,  manul'acturing.  production, 
processing,  transportation,  or  delivery  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

( 16)  "Marijuana  paraphernalia"  means  all  equipment,  products,  suhstances  and  materials  of  anv  kind  which  are 
used,  intended  for  use,  or  designed  lor  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing, 
compounding,  converting,  producing,  processing,  preparing,  storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwi.se 
introducing  into  Ihe  human  body  marijuana,  marijuana  products,  or  marijuana  extracts. 

( 17)  "Marijuana  products"  means  products  that  contain  marijuana  or  marijuana  extracts  and  are  intended  for 
human  consumption.  Marijuana  products  docs  not  mean  marijuana  by  itself,  or  a  marijuana  extract  bv  itself. 

( 18)  "Mariiuana  retailer"  means  a  person  who  sells  marijuana,  marijuana  products,  marijuana  extracts,  or 
marijuana  paraphernalia  to  a  consumer  in  this  state. 

( 19)  "Perst^n"  includes  anv  individual  or  entity. 

(20)  "Person  twenty-one  years  of  age  and  older"  includes  anv  entity  in  which  no  individual  under  twcniv-one 
years  of  aue  holds  a  direct  or  indirect  interest. 

(21)  "Produce"  or  "production"  includes  the  manulaclure.  planting,  cultivation,  growing,  or  harvesting  ol" 
marijuana,  marijuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallwav.s.  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  nwms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement  parks,  play  grounds  and  premises  used  in  connection  yvith 
public  pa.ssenger  transpcirtation. 

(23)  "Slate  law"  means  anv  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  "Tax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  prollt.  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  lax,  fee,  assessment,  levy,  tariff,  charge,  or  duty  of  any  kind 
whatsoever  imposed,  assessed,  or  collected  by  or  under  the  authority  of  any  governmental  body. 

(25)  "Usable  marijuana"  means  dried  marijuana  llowers  and  dried  marijuana  leaves,  and  any  mixture  or 
preparation  thereof. 

5;  r.xeepi  as  otherwi.se  provided  in  this  section,  no  state  law  shall: 

( 1 )  Prohibit  the  possession  or  use  of  marijuana,  mariiuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  bv  pers<ws  twenty-one  years  of  age  and  older: 

(2)  Prohibit  the  transportation  or  delivery  of  marijuana,  marijuana  products,  mariiuana  extracts,  or  marijuana 
paraphernalia  by  persons  tweniv-one  years  of  age  and  older  to  persons  twentv-one  ^ears  of  age  and  older: 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products, 
marijuana  extracts,  or  marijuana  paraphernalia  by  persons  twentv-one  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  sci/ure  or  forfeiture  of  anv  property  used  in  connection  with  anv  purcha.se.  .sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  or  use  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  slate  law. 

^         Notw  ithstanding  subsection  5  of  this  section,  a  stale  law  mav: 

( 1 )  Pn)hibii  the  importation  and  exportation  of  marijuana,  marijuana  products,  and  marijuana  extracts  into  and 
from  this  state: 

(2)  Prohibit  the  purcha.sc.  sale,  manufacturing,  production,  processing,  or  delivery  (if  marijuana,  mariiuana 
products,  and  mariiuana  extracts  in  or  on.  or  within  one  thousand  feet  of.  real  property  comprising  a  public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  bv  individuals  under  twentv-one  years  of  age: 

(3)  Prohibit  ihe  operation  of  a  vehicle,  watercraft.  aircraft,  railroad  train,  or  anv  similar  device  while  using  or 
under  the  inlluence  of  marijuana: 

(4)  Prohibit  the  use  of  marijuana,  marijuana  products,  and  marijuana  extracts  in  a  public  place,  provided 
however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction: 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
mariiuana.  marijuana  products,  and  marijuana  extracts  by  an\  person  that  does  not  comply  with  anv  rules,  regulation.s.  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section: 

(h)        Classify  the  penalties  for  violations  of  such  laws: 

(7)        Impose  an  excise  lax  on  the  first  fair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  of  twentv- 
t'lve  percent  of  the  purchase  price. 

7;  Subjecl  lo  the  provisions  ol"  subsection  8  of  this  section,  on  or  before  .lune  I.  2015,  the  division  shall  promulgate  rules 

and  regulations  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  and  use  of  mariiuana.  mariiuana  products,  marijuana  extracts,  and  mariiuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to  obtain  a  marijuana  license  to  purchase,  sell,  manufacture,  produce,  process.  transp<irt.  or 
deliver  marijuana,  mariiuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia: 

(2)  Pmvide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section: 

(3)  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspeclion  of  the  books,  records,  and 
premises  ol" licensees: 

(4)  Regulate  the  advertising  of  marijuana,  marijuana  products,  marijuana  extracts,  and  marijuana  paraphernalia: 

(5)  I'rtwidc  for  the  receipt  and  transfer  of  all  funds  received  bv  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)  First,  lo  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  lo  carry 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  lo  maintain  a  reasonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations: 

(b)  Next,  the  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  a.ssemblv  mav 
determine,  for  the  following  purpo.ses:  (i)  for  state  and  local  lavv  enforcement  and  firefighter  pensions  and  retirement 
plans,  twenty-five  percent:  (ii)  for  public  institutions  of  elementary  and  secondary  education,  twentv-five  percent:  (iii) 
for  mental  health  and  substance  abuse  programs,  twenty  percent:  (iv)  for  cities  and  counties,  filteen  percent:  and  (v) 
for  public  inslilulions  of  higher  education  or  for  scholarships  to  attend  such  institutions,  fifteen  percent:  and 


(c)        All  moneys  appropriated  by  the  general  assembly  from  the  excise  taxes  authori/cd  in  ,   

subsection  6  ol'this  section  shall  pnn  idc  additional  I'unds  for  the  purposes  enumerated  uho\c  and  not  replace  cxislinii 
funding. 

(6)        Limit  the  amount  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time,  proyided  howeyer  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an 
infraction  for  the  first  violation  and  a  misdemeanor  for  any  second  or  subsequent  violation. 

No  state  law  or  combination  of  slate  laws  shall: 

(1)  Except  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  tax  on  marijuana, 
marijuana  products,  marijuana  extracts,  or  transactions  involving  marijuana,  marijuana  products,  or  marijuana  extracts  that  is 
not  impttsed  on  other  products  aenerallv: 

(2)  Limit  the  amounts  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

(a)  Eight  marijuana  plants  and  sixteen  ounces  of  usable  marijuana: 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  Ibrm: 

(c)  Seventv-two  ounces  of  marijuana  products  in  liquid  form:  and 

(d)  One  ounce  of  marijuana  extracts. 

(3)  Limit  the  aggregate  number  of  licensees  that  may  hold  marijuana  licenses  or  the  aggregate  number  of 
marijuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  marijuana  retailers  in  a  county  may  be 
limited  to  no  fewer  than  one  marijuana  retailer  per  2.500  inhabitants  in  such  county,  according  to  the  most  recent  census  of  the 
United  States: 

(4)  Limit  the  number  of  marijuana  licenses  that  may  he  granted  to  or  held  by  the  same  person: 

(5)  I'rohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  types  of  mariiuana  licenses: 

(6)  I'rohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state: 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  \  iolating:  ( i )  any  non-discretionary  expungeable 
mariiuana  offense  in  paragraph  ( I )  or  (2)  of  subsection  ( 14)  of  this  .section:  or  (ii)  any  marijuana-related  offense  that  has  been 
expunged: 

(8)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  marijuana- 
marijuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia: 

(9)  Require  a  consumer  twenty-one  vears  of  age  or  older  to  obtain  any  license  to  purchase  marijuana,  mariiuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  from  a  licensed  marijuana  retailer: 

( 10)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  deliver  mariiuana.  marijuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  for  no  consideration  to  an  individual  twenty-one  vears  of  age  or  older 

it 

(a)  The  marijuana,  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  were  purchased 
from  a  licensed  mariiuana  retailer:  or 

(b)  The  mariiuana  or  mariiuana  products  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  with  paragraph  ( 12)  of  this  subsection: 

(11)  Require  any  mariiuana  retailer  to  record  the  name  or  any  other  personally  identifiable  information  of  any 
consumer  twenty-one  years  of  age  or  older: 

( 12)  Require  a  person  twenty-one  years  of  age  or  older  to  obtain  any  license  or  pay  any  tax  to  manufacture  or 
process  marijuana  or  mariiuana  products  at  a  hou.schold  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
marijuana  and  marijuana  products  at  the  household  do  not  exceed  the  household  exemption  limits:  or 

( 13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  marijuana  plants  that  may  be 
manufactured  without  a  license  under  paragraph  (12)  of  this  subsection  may  not  exceed  that  for: 

(a)  An  infraction,  if  the  violation  is  a  first  violation  and  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  mav  be  manufactured  without  a  license: 

(b)  A  misdemeanor,  if  the  violation  is  a  llrst  vit)kition  and  the  number  t)f  marijuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  marijuana  plants  that  mav  be  manufactured  w  ithout  a  license:  or 

(c)  A  misdemeanor,  if:  ( i)  the  violation  is  a  second  violation:  ( ii )  with  respect  to  the  first  violation,  the 
number  of  mariiuana  plants  was  not  more  than  double  the  number  of  marijuana  plants  that  may  be  manufactured 
without  a  license:  and  (iii)  with  respect  to  the  second  violation,  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license:  or 

( 14)  Make  the  ownership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  mariiuana. 
marijuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia  in  this  slate  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

9.  On  or  before  June  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  a.ssembly  mav  enact 
laws,  that: 

( 1 )  Permit  individuals  with  a  medical  condition  who  may  benelit  from  the  medical  use  of  mariiuana.  mariiuana 
products,  and  marijuana  extracts  to  be  able  to  discuss  freely  with  their  doctors  the  possible  risks  and  benetlts  of  medical 
marijuana  use  and  to  have  the  benefit  of  their  doctor's  professional  advice: 

(2)  Permit  individuals  suffering  from  a  medical  condition  to  be  allowed  to  use  mariiuana.  marijuana  products, 
and  marijuana  extracts  without  being  subject  to  cix  il  or  criminal  penalties  when  their  doctors  advise  that  such  use  mav  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  arc  met  regarding  that  use:  and 

(3)  Provide  that  no  individual  under  eighteen  years  of  age  shall  be  allowed  to  u.se  marijuana,  mariiuana  products, 
or  mariiuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  for  the 
individual's  health  care  decisions  consents  to  such  use. 

10.  No  licensed  dt)ctor  may  be  subjected  to  any  criminal  or  civil  penalty,  or  to  any  discipline  by  any  state  licensing 
division,  board,  or  commission,  for: 

( 1 )  Advising  a  person  whom  the  d(Ktor  has  diagnosed  as  having  a  medical  condition,  or  a  per.son  who  the  doctor 
knows  has  been  so  diagnosed  by  another  licensed  doctor,  about  the  risks  and  benetlts  t)f  medical  use  of  marijuana  or  that  the 
medical  use  of  marijuana  may  mitigate  the  symptoms  or  effects  of  the  person's  medical  condition,  provided  the  advice  is  based 
on  the  doctor's  personal  as.sessment  of  the  person's  medical  history  and  current  medical  condition:  or 

(2)  Pro\  iding  ans  written  ducumcntalion  that  evidences  ()r  confirms  such  advice  and  assessment. 

1 1  ■  The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 

12.  The  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

13.  The  general  assembly  may  enact  laws  that  control,  regulate,  and  tax  the  manufacture,  production,  and  delivery  of 
industrial  hemp. 

14.  Convictions  of  mariiuana  olfenses  shall  be  expungeable  as  follows: 


Lll        An  individual  who  h;i.s  plead  puiUv  lo  or  has  been  com  ictcti  ol  violalinp  any  expungeahle  mariiuana  ollense. 
and  who  was  twenty-one  years  ofage  (^r  older  at  the  time  of  the  oltense.  niav  apply  to  the  court  in  which  he  or  she  was 
sentenced  lor  an  order  to  expunge  all  olFicial  records  ol'his  or  her  arresi.  plea,  trial,  and  conviction.  Iflhe  court  determines, 
upon  review,  thai  such  individual  has  plead  guilty  to  or  has  been  convicted  ol'an  evpunpeahle  marijuana  olTensc.  the  court  sliall 
enter  an  order  ofexpunpement.  An  individual  shall  be  entitled  to  one  or  more  expungements  pursuant  to  this  paragraph  ( I  ). 

(2)        Alkr  a  period  ofnot  less  than  one  year,  an  individual  who  has  plead  auiltv  to  or  has  been  convicted  of 
violatinu  any  expungeahle  mariiuana  ollense  Tor  the  llrst  time,  and  who  was  under  twenty-one  years  ol  age  at  the  time  ol  the 
olTense.  and  who  since  such  conviction  has  not  been  convicted  of  anv  other  marijuana-related  of't'en.se.  may  apply  to  the  court 
in  which  lie  or  she  was  sentenced  lor  an  order  to  expunge  all  official  records  ol'his  or  her  arrest,  plea,  trial  and  conviction.  II 
the  court  determines,  upon  review,  that  such  individual  has  not  been  conv  icted  of  anv  other  marijuana-related  olTensc  at  the 
titne  ol  the  application  lor  expungement,  the  court  shall  enter  an  order  of  expungement. 

Ql        An  individual  who  has  plead  uuilty  to  or  has  been  convicted  oI'vioiatiniL;  anv  expunueabic  marijuana  offense 
that  is  not  expunaeable  under  paragraphs  ( I )  or  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced 
for  an  order  to  expunee  all  olllcial  records  ol'his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
that  an  expungement  is  in  the  interests  of  justice,  the  court  mav  enter  an  order  of  expungement.  An  individual  mav  be  entitled 
10  one  or  more  expungements  pursuant  to  this  paragraph  (3). 

(4)        The  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  indiv  idual  lo  the  status  he  or  she 
occupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  event  had  never  happened.  No  individual  as  to  whom  such  order  has 
been  entered  shall  be  held  therealler  under  anv  provision  of  any  law  to  be  guilty  of  perjury  or  otherwise  giving  a  false 
statement  by  rea.son  of  his  or  her  failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expungement  i  n  response 
to  any  inquiry  made  of  him  or  her  for  any  purpose  whatsoev  er. 

15.  No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using 
marijuana,  marijuana  products,  mariiuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  bv  federal  law. 

16.  Nothing  in  this  section  shall  be  construed: 

( 1 )  To  amend  or  affect  in  any  vvav  anv  state  or  federal  law  pertainine  to  employment  matters; 

(2)  To  amend  or  atTect  in  any  wav  anv  state  or  federal  law  pertaining  to  landlord-tenant  matters: 

(3)  "fo  amend  or  affect  in  anv  way  anv  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohibitinu  the  manufacture,  production,  delivery  , 
possession,  or  use  of  marijuana  on  such  real  property: 

(4)  To  amend  or  affect  in  anv  way  any  state  law  pertaining  to  the  operation  of  a  vehicle,  watercraft.  aircraU. 
railntad  train,  or  any  similar  device  while  using  or  under  the  intluence  of  marijuana: 

I.S)        l  o  require  a  person  to  v  iolate  a  federal  law;  or 

(6)         I'o  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  ofa  federal  law. 

17.  If  anv  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  lace  or  as  applied,  the  applicability,  constitutionality,  and  legality  ol'any  and  all  other  sub.sections.  paragraphs,  phrases, 
and  words  of  this  section  shall  not  he  affected,  lo  that  end,  the  subsections,  paragraphs,  phrases,  and  words  of  this  section  are 
intended  to  be  severable.  It  is  hereby  declared  to  be  the  intent  of  this  section  that  each  and  every  subsection,  paragraph,  phrase, 
and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs.  phra.ses. 
or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

18.  Ihe  provisions  of  subsections  2.  3.  4.  6.  7.9.  10.  II.  12.  13.  14.  15.  16.  17.and  18  of  this  section  and  paragraphs  ( U. 
(2 1,  and  (S]  of  subsection  5  of  this  section  shall  become  effective  on  January  1 .  2015.  The  provisions  of  subsections  1  and  8  of 
this  section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this  section  shall  become  cl'I'cctive  on  June  I.  2015.  All  state  laws 
that  are  inconsistent  with  anv  provision  of  paragraph  ( I ).  (2).  or  (5)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full 
force  and  effect  on  and  after  January  1 . 20 1 5.  All  state  laws  that  are  inconsistent  with  any  provision  of  subsections  1  or  8  of 
this  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  en'ect  on  and  after 
June  I.  201 5.  All  of  the  provisions  of  this  section  shall  be  self-enforcing. 


Jason  Kander 


JAMKS  C.  Kirki'atrh;k 
STATK  Ink  )rmati(  )n  c:hntkr 
(573)751  4936 


Secretary  of  State 
State  of  Missouri 


El.HCTIONS  DlVISK>N 
(573)751  2301 


December  13,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  Cit>,  MO  65101 


DEC  1 3  20,3 


RE:      Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  1,  version  14  (2014-083) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMKS  C.  KiRKPATRK  K  S TA  Tl  ,  INIDRMATION  CHNTKR 
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REnr- 1 V  FD  coumy  

Page  No.  

It  is  a  class  A  misdemeanor  punishable.  notwilhst2i(yi3iD^€pi|o2isicpi(s5offSL'4i^  560.021.  RSMo.  to  the  contrary,  for  a  term  ol' 
imprisonment  not  lo  exceed  one  year  in  the  count)  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  lor  anyone  to  sign 
any  initiative  petition  vviih  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  tor  the  same 

measure  tor  the  .same  election,  or  lo  sign  a  petition  \vhen,such  perst)n  knows  he  or  she  is  not  a  registered  voter. 

■  •  /-'/  • 

IN^Vir^VtTVR  PETltldl^ 

To  the  Honorable  Ja.s«n  Kander.  Secretary  of  State  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  .state  of  Missouri  and  County  (or  city  of  St.  Louis). 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  lo  he  held  on  the  4"'  day  of  November,  2014,  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition:  I  am  a  registered  voter  of  the  state  of  Mi.s.st)uri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  I  live  are  correctly  written  afler  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLEJ 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF  I. 

 ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Date 
Signed 

rf:gistered  voting  address 

(Street.  No  PO  Boxes)        (City.  Town  or  VillaRe) 

Zip 
Code 

Cong 
Disl. 

NAME 
(Printed  or  I'vpcd) 

I. 

/  / 

2_ 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

m 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


NO  I'ICE:  You  are  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri— Sections  9.  10.  14.  15.31  &  32  of  Article  I;  Sections  36.  39  &  39(a)  of  Article  III;  Sections  7.  12.  15.22.  23.  27(a) 
&  4«  of  Article  IV:  Sections  14.  18  &  24  of  Article  V;  Section  18(d)  of  Article  VI:  Section  I  and  4  of  Article  VII:  Sections  2  of 
Article  VIII:  Sections  3(a).  7.  and  9(b)  of  Article  IX:  Sections  I.  2.  3.  4(a).  6.  10(b),  17,  18.  18(e),  19,  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  ii  resolved  by  the  people  of  the  slate  of  Missouri  that  the  Constitution  be  amended: 
One  new  section  is  adopted  to  be  known  as  Article  I,  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twentv-one  years  shall  have  the  ritiht  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to  rea.sonable  regulations  adopted  bv  the  state 
gONcrnment  pursuant  to  this  section. 
2i         The  purposes  of  this  section  are: 

( 1 )  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  important  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  mariiuana  producers,  distributors,  and  retailers: 

(2)  I'o  eliminate  the  prc)blenis  caused  bv  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery  ,  and  possession  of  mariiuana  within  this  state: 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  bv  those  under 
twenty-one  years  of  age,  as  the  consumption  of  marijuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of 
development: 

(4)  To  legali/u  under  state  law  the  use  of  mariiuana  by  individuals  \yho  are  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  may  provide  a  medical  benellt  to  them: 

(5)  To  raise  tax  revenue  from  the  production  and  sale  of  mariiuana,  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  firelighter  pensions  and  retirement  plans,  for  elementary .  secondary,  and  higher  education,  for  the 
cities  and  counties  ol'this  state,  for  mental  health  and  substance  abuse  programs,  and  lor  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  mariiuana  authorized  bv  this  section: 

(6)  To  legali/.e  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  mariiuana: 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  marijuana  bv  persons  twentv- 
one  years  of  age  and  older:  and 

(8)  I'o  legalize  under  state  law  the  delivery  of  mariiuana  bv  persons  twentv-one  years  of  age  and  older  to  periions 
twentv-one  vcars  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

( 1 )  Prevent  the  distribution  of  marijuana  to  persons  under  twenty-one  years  of  age: 

(2)  Prevent  revenue  from  the  sale  of  mariiuana  from  going  to  criminal  enterprises,  gangs,  and  cartels: 

(3)  Prcveni  the  diversion  of  mariiuana  from  this  state  to  other  states: 

(4)  Prevent  marijuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
trafllcking  of  other  illegal  drugs  or  other  illegal  activity: 

(5)  Prevent  violence  and  the  use  of  llrearnis  in  the  cultivation  and  distribution  of  mariiuana: 

(6)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 
the  use  of  mariiuana: 

(7)  Prevent  the  growing  of  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  bv  mariiuana  production  on  public  lands: 

(8)  Prevent  the  possession  and  use  of  mariiuana  on  federal  property:  and 

(9)  Preveni  the  marketing  and  iid\  ciiisemcni  of  marijuana,  marijuana  products,  mariiuana  extracts,  mariiuana 
paraphernalia,  or  mariiuana  usage  to  those  under  twentv-one  years  of  age. 

4.  Unless  the  context  clearlv  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1)  "Consumer"  means  an  indiv  iduai  who  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  mariiuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  perstin  to  another  of  marijuana,  mariiuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  .sale. 

(3)  "Department"  means  the  department  of  health  and  .senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "l^ntitv"  includes  a  corporation,  professional  corporation,  nonprollt  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  tru.st.  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

(6)  "lixpungeable  mariiuana  olTense"  means: 

(a)  1  he  manufacture,  production,  possession,  or  use  of  mariiuana.  mariiuana  products,  marijuana 
extracts,  or  mariiuana  paraphernalia:  or 

(b)  The  deliven  .  possession  with  intent  to  deliver,  or  trafficking  of  mariiuana.  mariiuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twenty-one  years  of 
age  or  older  at  the  time  of  the  oflense. 

(7)  "lair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  any  given  time: 

(a)  Light  mariiuana  plants  and  sixteen  ounces  of  usable  mariiuana: 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  form:  and 

(c)  Seventy-two  ounces  of  marijuana  products  in  liquid  form. 

(9)  "Industrial  hemp"  means  Cannabis  Sativa  L.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

( 10)  "License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted.  gi\  en.  or 
otherwise  made  available  bv  or  under  the  authority  of  any  state  or  local  governmental  lx)dv.  agency,  or  oHlcial. 

(11)  "Licensee"  means  any  person  who  holds: 
(a)        A  marijuana  license:  or 

lb]        A  license  issued  by  any  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


( I2l       "ManufaclLire"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  marijuana 
paraphernalia  or  of  marijuana,  mari  juana  products,  or  mari  juana  extracts,  either  directly  or  by  extraction  from  substances  of 
natural  oriein.  or  independenllv  bv  means  of  chemical  synthesis,  or  by  a  combination  of  extraction  and  chemical  synthesis,  and 
includes  any  packaging  or  repackaging  of  the  substance  or  labeling  or  relabeling  of  its  container. 

(13)  "Marijuana"  means  all  parts  of  the  plant  uenus  Cannabis  in  any  species  or  form  thereof,  whether  grovying  or 
not,  other  than  marijuana  extracts. 

( 14)  "Marijuana  extract"  means  a  product  obtained  by  separating  resins  from  marijuana  by  soKent  extraction, 
using  solvents  other  than  water,  yeuetahle  ulycerin.  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropyl  alcohol, 
cthanol.  and  carbon  dioxide. 

( 1.^)       "Marijuana  license"  means  a  license  issued  by  the  division  for  the  purchase,  sale,  manufacturinii.  production, 
processing,  transportation,  or  delivery  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(16)  "Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are 
used,  intended  for  use,  or  designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing. 
compoundin^■  converting,  producing,  processing,  preparing,  storing,  containing,  concealing,  inaesting.  inhaling,  or  otherwise 
introducing  into  the  human  body  marijuana,  marijuana  products,  or  marijuana  extracts. 

( 17)  "Marijuana  products"  means  products  that  contain  marijuana  or  marijuana  extracts  and  are  intended  for 
human  consumption.  Marijuana  products  does  not  mean  marijuana  bv  it.self.  or  a  marijuana  extract  by  itself. 

(18)  "Marijuana  retailer"  means  a  person  who  sells  marijuana,  marijuana  products,  marijuana  extracts,  or 
marijuana  paraphernalia  to  a  consumer  in  this  state. 

( 19)  "Person"  includes  any  individual  or  entity. 

(20)  "Person  twenty-one  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty-one 
years  of  age  holds  a  direct  or  indirect  interest. 

(21)  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  ol" apartment  h(Hises  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(2.1)       "State  law"  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  actjc)n. 

(24)  "1  ax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  levy,  tariff,  charge,  or  duty  of  anv  kind 
whatsoever  imposed,  assessed,  or  collected  bv  or  under  the  authority  of  any  governmental  body. 

(25)  "Usable  marijuana"  means  dried  marijuana  flowers  and  dried  marijuana  leaves,  and  any  mixture  or 
preparation  thereof 

^         Rxcept  as  otherwise  provided  in  this  section,  no  slate  law  shall: 

( 1 )  Prohibit  the  possession  or  use  ofmarijuana.  mariiuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  by  persons  twenty-one  vcar.s  of  age  and  older: 

(2)  Prohibit  the  transportation  or  delivery  ofmarijuana.  marijuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  by  persons  twenty-one  years  of  age  and  older  to  persons  twenty -one  vears  of  age  and  older; 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products, 
marijuana  extracts,  or  marijuana  paraphernalia  by  persons  twentv-one  years  of  age  and  older; 

(4)  Prohibit  the  purcha.se.  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp;  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  anv  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  or  use  ofmarijuana.  marijuana  products,  marijuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 

6.         Notwithstanding  subsection  5  of  this  section,  a  stale  law  may: 

( 1 )  Prohibit  the  importation  and  exportation  ofmarijuana.  marijuana  products,  and  marijuana  extracts  into  and 
from  this  state; 

(2)  Prohibit  the  purchase,  sale,  manulacluring.  production,  processing,  or  delivery  ofmarijuana.  marijuana 
products,  and  marijuana  extracts  in  or  on.  or  within  one  thousand  feet  of.  real  property  comprising  a  public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  by  individuals  under  twenty -(^ne  years  of  age; 

(3)  Prohibit  the  operation  of  a  vehicle,  watercraft.  aircrall.  railroad  train,  or  any  similar  device  while  using  or 
under  the  inlluence  ofmarijuana; 

(4)  Prohibit  the  use  ofmarijuana.  marijuana  products,  and  marijuana  extracts  in  a  public  place,  provided 
however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction; 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
marijuana,  marijuana  products,  and  marijuana  extracts  by  any  person  that  does  not  comply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section; 

(6)  Classify  the  penalties  for  violations  of  such  laws; 

(7)  Impose  an  excise  tax  on  the  first  fair  market  sale  of  all  marijuana  prodticed  in  this  state  at  a  rate  of  twenty- 
five  percent  ol'the  purchase  price. 

7;  Subject  to  the  provisions  of  subsection  8  of  this  section,  on  or  before  .lunc  1.  2015.  the  division  shall  promulgate  rules 

and  regulations  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  and  use  ofmarijuana.  marijuana  products,  marijuana  extracts,  and  marijuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )        Require  a  person  to  obtain  a  marijuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia; 

(2}        Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section; 

(3)  Provide  for  the  enforcement  (if  such  laws  and  for  the  examination  and  inspection  of  the  hooks,  records,  and 
premises  of  I icen.sees; 

(4)  Regulate  the  advertising  of  mariiuana.  mariiuana  products,  marijuana  extracts,  and  marijuana  paraphernalia; 

(5)  Provide  for  the  receipt  and  transfer  of  all  funds  received  by  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)  first,  to  the  division,  an  amount  that  the  general  assembly  deems  necessary  lor  the  division  to  carry 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations; 

(b)  Next,  the  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  a.ssemblv  may 
determine,  for  the  following  purposes:  (i)  for  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement 
plans,  twenty-live  percent;  (ii)  for  public  institutions  of  elementary  and  secondary  education,  twenty-five  percent:  (iii) 
for  mental  health  and  substance  abuse  programs,  twenty  percent:  (iv)  for  cities  and  counties.  Iltleen  percent:  and  (v ) 
for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions,  fifteen  percent:  and 


(c)  All  moneys  appropriated  hv  the  general  asscmhiv  Irom  the  excise  taxes  authorised  in  paragraph^  ol 
subsection  6  of  this  section  shall  pru\  ide  additional  funds  for  the  purposes  enumerated  above  and  not  replace  existing 
fundinp. 

(6)        Limit  the  amount  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  pivcn  time,  provided  however  that  the  penalty  for  v  iolation  of  such  law  may  not  exceed  that  for  an 
infraction  for  the  first  violation  and  a  niisdcineanor  for  any  second  or  subsequent  violation. 

8.  No  state  law  or  combination  of  state  laws  shall: 

( 1 )  Except  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  tax  on  marijuana, 
marijuana  products,  marijuana  extracts,  or  transactions  involving  marijuana,  mariiuana  products,  or  marijuana  extracts  that  is 
not  imposed  on  other  products  generally; 

(2)  Limit  the  amounts  of  mariiuana.  marijuana  products,  or  mariiuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

(a)  Eight  marijuana  plants  and  sixteen  ounces  of  usable  marijuana; 

(b)  Sixteen  ounces  of  mariiuana  products  in  solid  form; 

(c)  Seventy-two  ounces  of  mariiuana  products  in  liquid  form;  and 

(d)  One  ounce  of  mari  iuana  extracts. 

(3)  Limit  the  aggregate  number  of  licensees  thai  may  hold  mariiuana  licenses  or  the  aggregate  number  of 
marijuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  mariiuana  retailers  in  a  county  may  be 
limited  to  no  fewer  than  one  mariiuana  retailer  per  2.500  inhabitants  in  such  countN .  according  to  the  most  recent  census  of  the 
United  States; 

(4)  Limit  the  number  of  mariiuana  licenses  that  mav  be  granted  to  or  held  bv  the  same  person; 

^5)        Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  types  of  mariiuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state; 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating:  (i)  any  non-discretionary  expungeabic 
mariiuana  offense  in  paragraph  ( I )  or  (2)  of  subsection  ( 14)  of  this  section:  or  (ii)  any  marijuana-related  offense  that  has  been 
expunged; 

(8)  Require  an  individual  Iwciity-onc  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  mariiuana. 
mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia; 

(9)  Require  a  consumer  twentv-onc  years  of  age  or  older  to  obtain  any  license  to  purchase  marijuana,  marijuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  from  a  licensed  marijuana  retailer; 

( 10)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  deliver  marijuana,  marijuana 
products,  mariiuana  extracts,  or  marijuana  paraphernalia  lor  no  consideration  to  an  individual  twenty-one  years  of  age  or  older 

i!i 

(a)  The  marijuana,  marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  were  purchased 
from  a  licensed  mariiuana  retailer;  or 

(b)  The  mariiuana  or  mariiuana  products  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  with  paragraph  ( 12)  of  this  subsection; 

(11)  Require  any  marijuana  retailer  to  record  the  name  or  any  other  personally  identifiable  information  of  any 
consumer  twenty -one  years  of  age  or  older; 

( 12)  Require  a  person  twenty-one  years  of  aee  or  older  to  obtain  any  license  or  pay  any  tax  to  manufacture  or 
process  mariiuana  or  mariiuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
marijuana  and  marijuana  products  at  the  household  do  not  exceed  the  household  exemption  limits;  or 

( 13)  Provide  that  the  penalty  for  manufacturing  nn)re  than  the  number  of  mariiuana  plants  that  may  be 
manufactured  without  a  license  under  paragraph  ( 12)  of  this  subsection  may  not  exceed  that  for: 

(a)  An  infraction,  if  the  violation  is  a  first  violation  and  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  mav  be  manufactured  without  a  license; 

(b)  A  misdemeanor,  if  the  violation  is  a  llrst  violation  and  the  number  of  marijuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  mariiuana  plants  that  mav  be  manufactured  without  a  license;  or 

(c)  A  misdemeanor,  if:  (i)  the  violation  is  a  second  violation:  (ii)  with  respect  to  the  first  violation,  the 
number  of  mariiuana  plants  w  as  not  more  than  double  the  number  of  marijuana  plants  that  ina\  be  manufactured 
without  a  license;  and  (iii)  with  respect  to  the  second  violation,  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license:  or 

( 14)  Make  the  ownership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  mariiuana. 
mariiuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

9.  On  or  before  June  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  mav  enaci 
laws,  that: 

( 1)  Permit  individuals  with  a  medical  condition  who  may  benellt  from  the  medical  use  of  marijuana,  mariiuana 
products,  and  mariiuana  extracts  to  be  able  to  discuss  freely  with  their  doctors  the  [xtssible  risks  and  benefits  of  medical 
mariiuana  use  and  to  have  the  benellt  of  their  doctor's  professional  advice: 

(2)  Permit  individuals  suffering  from  a  medical  condition  to  be  allowed  to  use  mariiuana.  mariiuana  products, 
and  mariiuana  extracts  without  being  subiect  to  civil  t)r  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use;  and 

(3)  Provide  that  no  individual  under  eighteen  years  of  age  shall  be  allowed  to  use  mariiuana.  marijuana  products. 
or  mariiuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  for  the 
individual's  health  care  decisions  consents  to  such  use. 

10.  No  licensed  doctor  mav  be  subjected  to  any  criminal  or  civil  penalty,  or  to  any  discipline  bv  any  slate  licensing 
division,  board,  or  commission,  for: 

(JQ        Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagnosed  b\  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  of  marijuana  or  that  the 
medical  use  of  mariiuana  mav  mitigate  the  symptoms  or  elTects  of  the  person's  medical  condition,  provided  the  advice  is  ba.scd 
on  the  doctor's  personal  assessment  of  the  person's  medical  history  and  current  medical  condition;  or 

(2)        Providing  anv  written  documentation  that  evidences  or  conlirms  such  advice  and  assessment. 
1 1  ■        The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 

12.  The  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

13.  The  general  assembly  may  enact  laws  that  control,  regulate,  and  tax  the  manufacture,  production,  and  delivery  of 
industrial  hemp. 

14.  Convictions  of  mariiuana  ofTenses  shall  be  expungeabic  as  follows: 


( 1 )  An  individual  who  has  plead  guillv  to  or  has  been  convicted  of  violatin>;i  any  expunceahle  mariiuana  offense, 
and  who  was  twenty-one  vears  ofape  or  older  at  the  lime  of  the  otfense.  mav  apply  to  the  court  in  which  he  or  she  was 
sentenced  for  an  prdcr  li>  expunge  all  olTiclal  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  Iflhc  court  determines, 
upon  rc\icw.  that  such  individual  has  plead  yuiltv  to  or  has  been  convicted  ofan  cxpungcable  marijuana  offense,  the  court  shall 
enter  an  order  ol  expungement.  An  individual  shall  be  entitled  to  one  or  more  expunpements  pursuant  to  this  paragraph  ( I  ). 

(2)  After  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  auiltv  to  or  has  been  convicted  of 
violating  any  expuntieable  mariiuana  olfcnsc  tor  [he  Urst  time,  and  who  was  under  twenty-one  vears  of  ape  at  the  time  of  the 
ollcn.se.  and  who  since  such  conviction  has  not  l>ccn  convicted  of  any  lUhcr  marijuana-related  olfense.  may  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  to  cxpunpe  all  official  records  of  his  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upcm  review,  that  such  individual  has  not  been  convicted  of  any  other  mariitiana-relaled  olTense  at  the 
time  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 

Ll)        An  individual  who  has  plead  puiltv  to  or  has  been  convicted  of  violating  anv  expunpeable  mariiuana  olTen.se 
that  is  not  cxpunpeable  under  paragraphs  ( 1 )  or  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced 
for  an  order  to  expunae  all  orilcial  records  ol'his  or  her  arrest,  pica,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
that  an  expunpement  is  in  the  interests  of  justice,  the  court  mav  enter  an  order  of  expungement.  An  individual  mav  be  entitled 
to  one  or  more  expungements  pursuant  to  this  paragraph  (.1). 

(4)        The  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  individual  to  the  statu.s  he  or  she 
occupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  event  had  never  happened.  A  person  imprisoned  .solely  as  a  result 
ol  One  (^r  more  cxpunpeable  mariiuana  olTenses  that  are  expunged  shall  be  relca.sed  from  prison  immedialcly  upon  the  issuance 
of  the  applicable  order  or  orders  of  expungement.  No  individual  as  to  whom  such  order  has  been  entered  shall  be  held 
thereafter  under  an\  provision  of  any  law  to  he  guiltv  of  perjurv  or  otherwise  giving  a  false  stateinent  by  reason  of  his  or  her 
failure  hi  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expungement  in  response  to  any  inquiry  made  of  him  or 
her  for  anv  purp<')se  whatsoever. 

15.  No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using 
marijuana,  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 

16.  Nothing  in  this  section  shall  be  construed: 

( 1 )  To  amend  or  affect  in  any  way  any  state  or  federal  law  pertaining  to  employinent  matters; 

(2)  To  amend  or  affect  in  any  way  anv  stale  or  federal  law  pertaining  to  landlord-tenant  matters: 

(.3)        To  amend  or  affect  in  any  way  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  le.s.sce  of  real 
property  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohihitinp  the  manufacture,  production,  delivery, 
possession,  or  use  of  marijuana  on  such  real  property: 

(4)        To  amend  or  atfect  in  any  way  any  state  law  pertaining  to  the  op>eration  of  a  vehicle,  watercraft.  aircraft, 
railroad  train,  or  anv  similar  device  while  using  t)r  under  the  inlluence  of  mari  juana; 

^5)        To  require  a  person  to  violate  a  federal  law;  or 

(6)        To  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

17.  If  any  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illepal.  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  anv  and  all  other  subsections,  paragraphs.  phra.ses. 
and  words  of  this  section  shall  not  be  affected.  I'o  that  end,  the  subsections,  paragraphs,  phrases,  and  words  of  this  section  are 
intended  to  be  severable.  It  is  hereby  declared  to  be  the  intent  of  this  section  that  each  and  every  subsection,  paragraph,  phrase, 
and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

IS.        Ihe  prt)\isions  of  subsections  2.  .n  4.  6.  7.  9.  10.  II.  12.  1.3.  14.  15.  16.  17.  and  18  of  this  section  and  paragraphs  ( I ). 
(2).  and  (5)  of  subsection  5  of  this  section  shall  become  effective  on  .lanuary  I.  2015.  Ihe  provisions  of  sub.sections  I  and  8  of 
this  section  and  paragraphs  (.1)  and  (4)  of  subsection  5  of  this  section  shall  become  effective  on  .lune  I.  2015.  All  state  laws 
that  are  inconsistent  with  any  provision  of  paragraph  ( I ).  (2).  or  (5)  of  subsection  5  of  this  section  .shall  no  longer  remain  in  full 
force  and  effect  on  and  alter  .lanuary  I.  2015.  All  slate  laws  that  are  inconsistent  with  anv  provision  o I  subsections  I  or  8  of 
this  section  or  paragraph      or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  elTcct  on  and  after 
■fune  I.  2015.  All  of  the  provisions  of  this  section  shall  be  self-enforcing. 


Jason  Kander 


JAMHS  C.  KiRKl'ATRICK 

Statk  Information  Ci-.nti-.r 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elkctions  Division 
(573)751  2301 


December  13,  2013 


RECEIVED 

DEC  1  3  2013 


The  Honorable  Tom  Schweich 
State  Auditor 


STATE  AUDITORS  OFFICE 


State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:      Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I,  version  15  (2014-084) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMKsC.  Kirki'ATru:k  Statk  Information  Ci-ntkr 
600  W.  Main  Stri-.f.t  •  Jkffkr.son  City  65 1 0 1 
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RF:nf-iVFf1  County  

Page  No.  

ll  is  a  class  A  misdemeanor  punishable.  noiw^J^Q^if^  tfigprcfviJiaiijJ  (^'S^ction  560.02 1 ,  RSMo.  lo  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  wiih  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  tor  the  same 
measure  lor  the  same  election,  or  lo  sign  a  petition, when  such  person  knows  he  or  she  is  not  a  registered  voter. 

^WmATIVE  PETITION 

To  the  Honorable  Ja.son  Kander.  Secretary  of  State  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Mis.souri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Misst)uri.  for  their  approval  or  rejection,  at  the  general  election  lo  be  held  on  the  4"'  day  of  November.  20 14.  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition;  1  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis):  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  I  live  are  correctly  written  after  my  name. 

(SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  I, 

 ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMI-. 
(Si.cnalurc) 

Date 
Sifincd 

RfiGISTERtD  VDTING  ADDRESS 
(Slreel,  No  PO  Boxes)        (Cit\-,  Town  or  Villase) 

Zip 
Code 

Cong 
Disl 

NAME 
(Printed  or  Typed) 

I. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

8. 

/  / 

>). 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  \oler 
of  the  state  of  Mis.st)uri  and   County. 


Signature  of  Alllant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  lo  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 
Address  of  Notary:  _ 

Notary  Public  (Seal)   


My  commi.ssion  expires 


NOTICE:  You  are  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri—  Sections  9,  10.  14,  15.  31  &  32  of  Article  I;  Sections  36,  39  &  39(a)  of  Article  111;  Sections  7,  12.  15,  22.  23.  27(a) 
&  48  of  Article  IV:  Sections  14.  18  &  24  of  Article  V:  Section  18(d)  of  Article  VI:  Section  1  and  4  of  Article  VII:  Sections  2  of 
Article  VIII:  Sections  3(a),  7.  and  9(b)  of  Article  IX:  Sections  1,2.  3. 4(a).  6,  10(b),  17.  18.  18(e).  19.  20  &  24  of  Article  X: 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  be  amended: 
One  new  section  is  adopted  to  be  known  as  Article  I.  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twenty-one  years  shall  have  the  right  to  engage  in  the  production,  sale,  di.stribution.  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  b\  the  slate 
go\emment  pursuant  to  this  section. 
2t         The  purposes  of  this  section  are: 

( 1)  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  importanl  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  compo.sed  of  state-licensed  marijuana  producers,  distributors,  and  retailers: 

(2)  To  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  of  marijuana  within  this  stale: 

(3)  To  prevcni  the  nroduclion.  sale,  distribution,  and  recreational  consumption  of  marijuana  by  those  under 
twentv-one  years  of  age,  as  the  consumption  of  marijuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of 
development: 

(4)  To  legalize  under  state  law  the  use  of  marijuana  bv  individuals  who  are  sufferinu  from  a  medical  condition 
when  their  doctors  advise  that  such  use  may  provide  a  medical  benellt  to  them: 

(5)  To  raise  tax  revenue  from  the  production  and  sale  of  marijuana,  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  firefighter  pensions  and  retirement  plans,  for  elementary,  secondary,  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  marijuana  authorized  by  this  section: 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  layv  in  a  manner  separate  and  apart  from  the  regulation  of  marijuana: 

(7)  To  legalize  under  state  law  the  manufacture,  production.  p<.)ssession.  and  use  of  mariiuana  by  persons  twenty- 
one  years  of  age  and  older:  and 

(8)  To  legalize  under  state  law  tlie  deli\ery  of  mariiuana  by  persons  twenty-one  years  of  age  and  older  to  persons 
twentv-one  years  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  layvs  promulgated  and  enacted  in  accordance 
with  sub.sectiun  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

( 1)  Prevent  the  distribution  of  marijuana  to  persons  under  tyyentv-one  years  of  age: 

(2)  Prevent  revenue  from  the  sale  of  mari  juana  from  going  to  criminal  enterprises,  gangs,  and  cartels: 

(3)  Prevent  the  diversion  of  mariiuana  from  this  stale  to  other  states: 

(4)  Prevent  marijuana  activity  that  i-i  legal  under  state  layv  from  being  used  as  a  cover  or  pretext  for  the 
tranicking  of  other  illegal  drugs  or  other  illegal  activity: 

(5)  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  mariiuana: 

(6)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 
the  use  of  mariiuana: 

(7)  Prevent  the  growing  of  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  bv  mariiuana  production  on  public  lands: 

(8)  Prevent  the  possession  and  use  of  marijuana  on  lederal  property:  and 

(9)  Preveni  the  marketing  and  adv  ertisement  of  marijuana,  marijuana  products,  mariiuiina  extracts,  marijuana 
paraphernalia,  or  marijuana  usage  to  those  under  twentv-one  years  of  age. 

4.  Unless  the  context  clearlv  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  mariiuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  to  another  of  marijuana,  mariiuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia,  yyhether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  yyithin  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a  corporation,  professional  corporation,  nonprollt  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  a.ssociation.  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agencv. 

(6)  "lixpungeable  marijuana  offense"  means: 

(a)  The  manufacture,  production,  possession,  or  use  of  mariiuana.  mariiuana  products,  mariiuana 
extracts,  or  marijuana  paraphernalia:  or 

(b)  I'he  delivery,  possession  with  intent  to  deliver,  or  trafficking  of  marijuana,  marijuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  tyventv-onc  years  of 
age  or  older  at  the  time  of  the  ulTense. 

(7)  "Fair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purcha.se  price  of  the 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  any  given  time: 

(a)  Four  mariiuana  plants  and  eight  ounces  of  usable  mariiuana: 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  form:  and 

(c)  Seventy-two  ounces  of  mariiuana  products  in  liquid  form. 

(9)  "Industrial  hemp"  means  Cannabis  Sativa  L,.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

( 10)  "License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
tUhervvise  made  available  bv  or  under  the  authority  of  anv  state  or  local  governmental  bt>dy.  agencv.  or  olllcial. 

(11)  "Licensee"  means  any  person  who  holds: 
(a)        A  mariiuana  license:  or 

tb)        A  license  issued  by  anv  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


( 12)  "Manuracture"  means  the  production,  preparation,  propagution.  compoundinii'  or  processing  of  marijuana 
paraphernalia  or  ol' marijuana,  marijuana  products,  or  marijuana  cctracls.  either  directly  or  by  extraction  from  substances  ol" 
natural  oriuin.  or  indcpendcnllv  hv  means  of  chemical  synthesis,  or  bv  a  combination  of  extraction  and  chemical  synthesis,  and 
includes  any  packapinf;  or  repackauing  ol'the  substance  or  labelinu  or  rclabeiinp  of  its  container. 

(13)  "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  erowinc  or 
not,  other  than  marijuana  extracts. 

( 14)  "Marijuana  extract"  means  a  product  obtained  by  separating  resins  from  marijuana  by  solyent  extraction, 
using  solvents  other  than  water,  yegetable  filycerin.  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropvl  alcohol, 
ethanoi.  and  carbon  dioxide. 

(15)  "Marijuana  license"  means  a  license  issued  bv  the  division  for  the  purchase,  sale,  manufacturing,  production, 
proccssinn.  transportation,  or  deiiverv  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(16)  "Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are 
used,  intended  for  use,  or  designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing, 
compounding,  converting,  producing,  processinu.  preparing,  storinu.  containing,  concealing,  ingestini;.  inhaling,  or  otherwise 
introducing  into  the  human  body  marijuana,  marijuana  products,  or  marijuana  extracts. 

( 17)  "Marijuana  products"  means  products  that  contain  marijuana  or  marijuana  extracts  and  are  intended  for 
human  consumption.  Marijuana  products  does  not  mean  marijuana  by  itself,  or  a  marijuana  extract  bv  itself. 

( IX)       "Marijuana  retailer"  means  a  person  who  sells  marijuana,  marijuana  products,  marijuana  extracts,  or 
marijuana  paraphernalia  to  a  consumer  in  this  state. 

(19)  "Person"  includes  any  individual  or  entity. 

(20)  "Person  twentv-one  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty-one 
years  of  age  hc^lds  a  direct  or  indirect  interest. 

(21 )  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  hut  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  Iranspwrtation. 

(2.'))       "State  law"  means  any  .state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  "Tax"  means  any  inaime.  gross  receipts,  excise,  stamp,  property,  windfall  proHt.  (personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  levy,  tariff,  charge,  or  duty  of  any  kind 
whatsoever  imposed,  assessed,  or  collected  by  or  under  the  authority  of  any  governmental  Ix^dy. 

(25)  "Usable  marijuana"  means  dried  marijuana  llowers  and  dried  marijuana  leaves,  and  anv  mixture  or 
preparation  thereof. 

5.         Rxcept  as  otherwise  provided  in  this  section,  no  state  law  shall: 

( 1 )  Prohibit  the  possession  or  use  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  by  persons  twenty -one  years  of  age  and  older; 

(2)  Prohibit  the  transportation  or  deiiverv  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  by  persons  twenty-one  years  of  age  and  older  to  persons  twentv-one  years  of  age  and  older: 

(3J        Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia  by  persons  twenty-one  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  anv  property  used  in  connection  with  any  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  deiiverv.  pt^ssession.  or  use  ol' marijuana,  marijuana  products,  marijuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 

6^         Notwithstanding  subsection  5  of  this  section,  a  state  law  may: 

( 1 )  Prohibit  the  importation  and  exportation  of  mariiuana.  marijuana  products,  and  marijuana  extracts  into  and 
from  this  slate: 

(2)  Prohibit  the  purchase,  .sale,  manufacturing,  production,  processing,  or  deliver'  of  mariiuana.  marijuana 
products,  and  mariiuana  extracts  in  or  on.  or  within  one  thousand  feet  of.  real  properly  comprising  a  public  or  private 
elementary  or  ■sec(wdary  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  by  individuals  under  twenty-one  years  of  age: 

(3)  Prohibit  the  operation  of  a  vehicle,  watercraft.  aircraft,  railroad  U^in.  or  anv  similar  device  while  using  or 
under  the  inlluence  of  mariiuana: 

(4)  Prohibit  the  use  of  marijuana,  marijuana  products,  and  marijuana  extracts  in  a  public  place,  provided 
however  thai  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction: 

{5)        Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  pos.session  of 
marijuana,  marijuana  products,  and  marijuana  extracts  by  any  person  that  does  not  comply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section: 

(6)  C'lassifv  the  penalties  for  violations  of  such  laws: 

(7)  Impose  an  excise  tax  on  the  Urst  lair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  of  twentv- 
Hve  percent  of  the  purchase  price. 

7.         Subject  to  the  provisions  of  subsection  8  of  this  section,  on  or  before  June  1. 2015.  the  division  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  deiiverv. 
possession,  and  use  of  mariiuana.  mariiuana  products,  marijuana  extracts,  and  marijuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to  obtain  a  marijuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transpc^rt.  or 
deliver  marijuana,  marijuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia; 

(2)  Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section; 

(3)  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  bo<iks.  records,  and 
premises  of  licensees; 

(4)  Regulate  the  advertising  of  mariiuana.  mariiuana  products,  marijuana  extracts,  and  marijuana  paraphernalia: 

(5)  Provide  for  the  receipt  and  transfer  of  all  funds  received  by  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)  I'irst.  to  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  to  carry 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations; 

(b)  Next,  the  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  a.ssemblv  may 
determine,  lor  the  following  purposes:  (i)  for  .state  and  local  law  enforcement  and  firelighter  pensions  and  retirement 
plans,  twenty-five  percent:  (ii)  for  public  institutions  of  elementary  and  secondary  education,  twenty-five  percent:  (iii) 
for  mental  health  and  substance  abuse  programs,  twenty  percent;  (iv)  for  cities  and  counties,  fifteen  percent;  and  (v) 
for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions,  fifteen  percent;  and 


(c)  All  moneys  appropriated  by  the  general  assembly  from  the  excise  taxes  authorized  in  paragraph  7  ol 
subsection  6  of  this  section  shall  provide  additional  tunJs  lor  the  purposes  enumerated  above  and  not  replace  existing 
fundinK- 

(6)        Limit  the  amount  ofmariiuana.  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  giyen  time,  provided  however  that  the  penalty  lor  violation  ol  such  law  may  not  exceed  that  lor  an 
inlraction  lor  the  fust  violation  and  a  misdemeanor  lor  any  second  or  subsequent  violation. 

8.  No  state  law  or  combination  of  state  laws  shall: 

( 1 )  Except  lor  the  tax  provided  in  paragraph  (7)  ol  subsection  6  ol  this  section,  impose  any  tax  on  marijuana. 
mariiuana  products,  marijuana  extracts,  or  transactions  involving  marijuana,  marijuana  products,  or  marijuana  extracts  that  is 
not  iinposed  on  other  products  generally; 

(2)  Limit  the  amounts  of  marijuana,  mariiuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

fa)  Four  mari  juana  plants  and  eight  ounces  of  usable  mariiuana: 

fb)  Sixteen  ounces  ofmariiuana  products  in  solid  form; 

fc)  Seventy-two  ounces  ofmariiuana  products  in  liquid  form;  and 

(d)  One  ounce  of  marijuana  extracts. 

(31        Limit  the  aggregate  number  of  licensees  that  may  hold  mariiuana  licenses  or  the  aggregate  number  of 
mariiuana  licenses  that  mav  be  granted,  provided  however  that  the  number  of  licensed  mariiuana  retailers  in  a  county  may  be 
limited  to  no  fewer  than  one  mariiuana  retailer  per  2.500  inhabitants  in  such  countv.  according  to  the  most  recent  census  of  the 
United  States: 

(4)  Limit  the  number  of  mariiuana  licenses  that  mav  be  granted  to  or  held  bv  the  same  person: 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  tvpes  ofmariiuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state: 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  t)f  \'iolating:  (i)  any  non-discretionary  cxpungcable 
mariiuana  offense  in  paragraph  ( I )  or  (2)  of  subsection  ( 14)  of  this  section;  or  (ii)  any  mariiuana-related  offense  that  has  been 
expunged; 

(8)  Require  an  individual  twenty -one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  marijuana. 
mariiuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia; 

(9)  Require  a  consumer  twentv-ono  years  of  age  or  older  to  obtain  anv  license  to  purchase  mariiuana.  mariiuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  from  a  licensed  marijuana  retailer; 

( 10)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  anv  license  to  deliver  mariiuana.  mariiuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  for  no  consideration  to  an  individual  twenty-one  years  of  age  or  older 

Ui 

(a)  The  marijuana,  marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia  were  purchased 
from  a  licensed  mariiuana  retailer:  or 

(b)  The  mariiuana  or  mariiuana  products  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  with  paragraph  (12)  of  this  subsection; 

(11)  Require  any  mariiuana  retailer  to  record  the  name  or  any  other  personally  identifiable  information  of  any 
consumer  twenty-one  years  of  age  or  older; 

(12)  Require  a  person  twenty-one  years  of  age  or  older  to  obtain  any  license  or  pay  any  tax  to  manufacture  or 
process  mariiuana  or  mariiuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
mariiuana  and  mariiuana  products  at  the  household  do  not  exceed  the  household  exemption  limits;  or 

( 13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  ofmariiuana  plants  that  may  be 
manufactured  without  a  license  under  paragraph  (12)  of  this  subsection  mav  not  exceed  that  for: 

(a)  An  infraction,  if  the  violation  is  a  Urst  violation  and  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  withoul  a  license; 

(b)  A  misdemeanor,  if  the  violation  is  a  llrst  violation  and  the  number  of  marijuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  ofmariiuana  plants  that  may  be  manufactured  without  a  licen.se;  or 

(c)  A  misdemeanor,  if:  (i)  the  violation  is  a  second  violation;  (ii)  with  respect  to  the  llrst  violation,  the 
number  ofmariiuana  plants  was  not  more  than  double  the  number  of  marijuana  plants  that  mav  be  manufactured 
without  a  license;  and  (iii)  with  respect  to  the  second  violation,  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  ofmariiuana  plants  that  mav  be  manufactured  without  a  license;  or 

( 14)  Make  the  ownership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  marijuana, 
mariiuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

9.  On  or  before  June  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  mav  enact 
laws,  that: 

(1)  Permit  individuals  with  a  medical  condition  who  may  benetlt  from  the  medical  use  of  marijuana,  mariiuana 
products,  and  mariiuana  extracts  to  be  able  to  discuss  freely  w  ith  their  doctors  the  possible  risks  and  bcnellts  of  medical 
mariiuana  use  and  to  have  the  benetlt  of  their  doctor's  professional  advice; 

(2)  Permit  individuals  suffering  from  a  medical  condition  to  be  allowed  to  use  mariiuana.  mariiuana  products, 
and  mariiuana  extracts  without  being  subject  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  mav  provide 
a  medical  benelit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use;  and 

(3)  Provide  that  no  indiv  idual  under  eighteen  years  of  age  shall  be  allowed  to  use  mariiuana.  mariiuana  products, 
or  mariiuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  lor  the 
indiv  idual 's  health  care  decisions  consents  to  such  use. 

10.  No  licensed  doctor  mav  be  subjected  to  any  criminal  or  civil  penalty,  or  to  any  discipline  by  anv  state  licensing 
division,  board,  or  commission,  for: 

( 1 )  Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagnosed  bv  another  licensed  doctor,  about  the  risks  and  benellts  of  medical  use  of  mariiuana  or  that  the 
medical  use  ofmariiuana  may  mitigate  the  symptoms  or  eflects  of  the  person's  medical  condition,  provided  the  advice  is  based 
on  the  doctor's  personal  assessment  of  the  person's  medical  history  and  current  medical  condition;  or 

(2)  Providing  anv  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 

1 1 .  The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 

12.  The  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

13.  The  general  assembly  may  enact  laws  that  control,  regulate,  and  tax  the  manufacture,  production,  and  delivery  of 
industrial  hemp. 

14.  Convictions  ofmariiuana  olTenses  shall  be  cxpungcable  as  follows: 


( 1 )  An  individiial  who  has  plead  uuiUv  to  or  has  been  conviclcd  ol"  violating  any  cxpungeahle  mariiuana  ofTense. 
and  who  was  Iwcntv-onc  years  of  age  or  older  at  the  time  ollhc  olTcnse.  may  apph  to  the  court  in  which  he  or  she  was 
sentenced  tor  an  order  to  expunge  all  olUcial  records  of  his  or  her  arrest,  plea,  trial,  and  conviction,  lithe  court  determines, 
upon  review,  that  such  individual  has  plead  guilty  to  or  has  been  conviclcd  ol  an  expunueable  inariiuana  olTense.  the  court  shall 
enter  an  order  ol  expunuement.  An  individual  shall  be  entitled  to  one  or  more  expungements  pursuant  to  this  paragraph  ( I ). 

(2)  Alter  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  nuiltv  to  or  has  been  convicted  of 
violating  any  cxpungeahle  mariiuana  olTense  for  the  llrst  time,  and  who  was  under  twenty-one  years  of  age  at  the  time  of  the 
offense,  and  who  since  such  conviction  has  not  been  convicted  of  any  other  marijuana-related  ollense.  mav  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  lo  expunge  all  ofilcial  records  of  his  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upon  review,  that  such  individual  has  not  been  convicted  of  any  other  marijuana -related  offense  at  the 
time  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 

01        An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  expungeable  marijuana  offense 
that  is  not  expungeable  under  paragraphs  ( I )  or  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced 
lor  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review. 
that  an  expungement  is  in  the  interests  of  justice,  the  court  may  enter  an  order  of  expungement.  An  individual  mav  be  entitled 
10  one  or  more  expungements  pursuant  to  this  paragraph  (3). 

(4)        I'he  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  individual  to  the  status  he  or  she 
occupied  prior  lo  such  arrest,  plea  or  conviction,  as  if  such  event  had  never  happened.  No  individual  as  to  whom  such  order  has 
been  entered  shall  he  held  thereafter  under  any  provision  of  any  law  to  be  guilty  of  periury  or  otherwise  giving  a  false 
statement  bv  reason  of  his  or  her  failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expungement  in  response 
to  anv  inquiry  made  of  him  or  her  for  any  purpose  whatsoever. 

15.  N(>  contracl  shall  be  unenlorceable  on  the  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using 
mariiuana.  mariiuana  products,  marijuana  extracts,  mariiuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 

16.  Nothing  in  ihis  section  shall  be  construed: 

( 1 )  To  amend  or  affect  in  any  way  any  state  or  federal  law  pertaining  lo  employment  matters; 

(2)  To  amend  or  afl'ect  in  any  way  any  slate  or  federal  law  pertaining  to  landlord-tenant  matters: 

(3)  To  amend  or  affect  in  anv  wav  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 
possession,  or  use  of  mariiuana  on  such  real  property; 

(4)  To  amend  or  affect  in  any  wav  anv  state  law  pertaining  to  the  operation  of  a  vehicle,  watercraft.  aircraft, 
railroad  train,  or  any  similar  device  while  using  or  under  the  inlluence  of  mariiuana: 

(5)  I'o  require  a  person  to  violate  a  federal  law;  or 

(6)  To  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

17.  II  any  sub.sections.  paragraphs,  phrases,  or  words  of  this  .section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  anv  and  all  other  subsections,  paragraphs,  phrases, 
and  words  i>f  Ihis  section  shall  not  be  affected.  To  that  end,  the  subsections,  paragraphs.  phra.ses.  and  words  of  this  section  are 
intended  to  he  severable.  It  is  hereby  declared  to  be  the  intent  of  this  .section  thai  each  and  every  subsection,  paragraph,  phrase, 
and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  ol  this  section  is  held  uncon.stitutional.  void,  or  illegal. 

\H.         Phe  provisions  of  subsections  2.  3.  4.  6.  7.  9.  10.  1 1,  12.  13.  14.  15.  16.  17.  and  18  of  this  section  and  paragraphs  ( 1 ). 
(2).  and  (5)  of  subsection  5  ol'this  section  shall  become  elTective  on  .lanuarv  I.  2015.  The  provisions  ol"  sub.sections  I  and  8  of 
this  section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this  section  shall  become  effective  on  .lune  1.  2015.  All  state  laws 
that  are  inconsistent  with  any  provision  of  paragraph  ( 1 ).  (2).  or  (5)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full 
force  and  cl'I'cct  on  and  after  January  1.  2015.  All  state  laws  that  are  inconsistent  with  any  provision  of  subsections  1  or  8  of 
this  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after 
.lune  I.  2015.  All  of  the  provisions  of  this  section  shall  he  self-enforcing. 


Jason  Kander 


JAMKS  C.  KiRKl'ATRICK 

Statk  Iniormation  Ckntv.r 
(S73) 75 1-4936 


Secretary  of  State 
State  of  Missouri 


Ei.MTioNs  Division 
(573)751  2301 


December  13,2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


20J3 


RE:      Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I,  version  16  (2014-085) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMi-.s  C.  Kikki'.\trk;kStati-:  Ini-i)RM.\tu)N  Ci-nti:r 
600  W.  Main  Strhkt  •  Jki-th,r.S()n  City  65101 

AnMlNlVl  KATIVn-;  RUt.K.S  •  11[I.SINK.S.S  SKRVICK.'i  •  KUKin  iON.S  •  l'llltLIl.ATIl>N.S  •  SKCimri  lKi  •  STATH  AKl^ilVKN  •  S-I  ATH  LIBRAKY  •  WOLtNKR  LniKAKV 


Page  No. 


It  is  a  class  A  misdemeanor  punishable,  noiwithstamiina  tljitoroLVBlot^x^fseftion  360.021,  RSMo,  to  Ihe  contrary,  for  a  term  ol" 
imprisonmenl  not  to  exceed  one  year  in  the  counly^yfl4>Wb-ttni  «H)t  ivi'c'xc'iecHJn  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  lor  the  same  election,  or  to  sign  a  petition  when  .sych  person  knows  he  or  she  is  not  a  registered  voter. 



iNiTn/crrvEPETiTK^r 

To  the  Honorable  Jason  Kander,  Secretary  of  Slate  for  the  state  of  Missouri: 

We.  the  undersigned,  regi.stered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  I  .ouis), 

respectfully  order  that  the  following  proposed  amendment  to  the  con.stitulion  shall  be  submitted  to  the  voters  of  the  stale  of 
Mis.souri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4*  day  of  November.  20 14.  and  each  for  himself 
or  herself  says:  I   have  personally  signed  this  petition;  I   am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  i.ouis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUN I Y  OF  I, 

 ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(.Signature) 

Date 
Signed 

REGISTERED  VOTING  ADDRESS 
(Street.  No  PO  Boxes)        {Cit>.  Town  or  Village) 

Zip 
Ctxle 

Cong 
Disl 

NAME 
(Printed  or  Typed) 

1. 

/  / 

2, 

/  / 

7,. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

y. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  state  of  Missouri  and  County. 


Signature  of  AITiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 
Address  of  Notary:  _ 

Notary  Public  (Seal)   

My  commission  expires  


NO  riCEi:  You  arc  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri—  Sections  9.  10.  14.  15.  31  &  32  of  Article  I:  Sections  36.  39  &  39(a)  of  Article  III:  Sections  7.  12.  15.  22.  23.  27(a) 
&  4«  of  Article  IV;  Sections  14.  18  &  24  of  Article  V:  Section  18(d)  of  Article  VI;  Scxtion  I  and  4  of  Article  VII;  Sections  2  of 
Article  VIII;  Sections  3(a),  7.  and  9(b)  of  Article  IX;  Sections  1.2.  3. 4(a).  6.  10(b),  17.  18,  18(e).  19. 20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  he  amended: 
One  new  section  is  adopted  to  be  known  as  Article  1.  Section  35(a)  and  to  read  as  follows: 

35(a)  1.  Citizens  over  the  ape  of  twenty-one  years  shall  have  the  right  to  cnpagc  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state 
govcrnmcnl  pursuant  to  this  section. 

2,  The  purposes  of  this  section  are: 

( 1 )  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  iniporlant  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  marijuana  producers,  distributors,  and  retailers; 

(2)  To  eliminate  the  problems  caused  hv  the  prohibition  and  unconlrulled  criminal  manulacture.  production. 
deliverN  .  and  pt>ssession  of  mariiuana  within  this  stale: 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  mariiuana  by  those  under 
twenty-one  years  of  age,  as  the  consumption  of  mariiuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of 
development: 

(4)  To  legalize  under  state  law  the  use  of  mariiuana  b\  individuals  who  are  sufferina  from  a  medical  condition 
when  their  doctors  advise  that  such  use  may  provide  a  medical  benefit  to  them: 

(5)  to  raise  tax  revenue  from  the  production  and  sale  of  mariiuana.  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  Hrefighter  pensions  and  retirement  plans,  for  elementary,  secondary,  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  marijuana  aulhori/cd  by  this  section: 

(6)  To  legalize  under  slate  law  the  nianul'actuie.  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  mariiuana: 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  mariiuana  by  persons  twenty - 
one  years  of  age  and  older:  and 

(8)  "I'o  legalize  under  state  law  the  delivery  of  mariiuana  by  persons  twenty-one  years  of  age  and  older  to  persons 
twenty-one  years  of  age  and  older. 

3.  1  he  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  stale  law,  will: 

( 1 )  Prevent  the  distribution  of  marijuana  to  persons  under  twenty -one  years  of  age; 

(2)  Prevent  revenue  from  the  sale  of  marijuana  from  going  to  criminal  enterprises,  gangs,  and  cartels; 

(3)  Prevent  the  diversion  of  mari  juana  from  this  .state  to  other  states; 

(4)  Prevent  mariiuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
trafllcking  of  other  illegal  drugs  or  other  illegal  activity; 

(5)  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  mariiuana: 

(6)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  as.sociated  with 
the  use  of  mariiuana: 

(7)  Prevent  the  growing  of  mariiuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  by  mariiuana  production  on  public  lands; 

(8)  Prevent  the  possession  and  use  of  mariiuana  on  federal  property;  and 

(9)  Prevent  Ihe  marketing  and  ad\  eriisemcnl  of  marijuana,  mariiuana  products,  mariiuana  extracts,  marijuana 
paraphernalia,  or  mariiuana  usage  to  those  under  twenty -one  years  of  age. 

±,         Unless  the  context  clearlv  indicates  otherwise,  as  used  in  this  .section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  iiidi\  idual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  marijuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  to  another  of  mariiuana.  mariiuana  products. 
mariiuana  extracts,  or  mariiuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  department  of  health  and  senior  ser\  ices,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  .safety,  or  any 
successor  division  or  department. 

(5)  "F.ntity"  includes  a  corporation,  professional  corporatit)n.  nonprofit  corporation,  ctwperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  tru.st.  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

16)        "Lxpungeable  marijuana  offense"  means: 

(a)  "I'he  manufacture,  production,  possession,  or  use  of  marijuana,  marijuana  products,  mariiuana 
extracts,  or  mariiuana  paraphernalia:  or 

(b)  The  delivery,  possession  with  intent  to  deliver,  or  trafficking  of  mariiuana.  mariiuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twenty-one  years  of 
age  or  older  at  the  lime  of  the  olVcnse. 

(7)  "Fair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buver  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  an\  given  time: 

(a)  f  our  mariiuana  plants  and  eight  ounces  of  usable  marijuana; 

(b)  Sixteen  ounces  of  mariiuana  products  in  solid  form:  and 

(c)  Seventy-two  ounces  of  mariiuana  products  in  liquid  form. 

(9)  "Industrial  hemp"  means  Cannabis  Saliva  I.,  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

( 10)  "License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  by  or  under  the  authority  of  any  stale  or  local  governmental  tx)dv.  agency,  or  official. 

(11)  "Licensee"  means  any  person  wht)  holds: 

(a)  A  mariiuana  licen.se;  or 

(b)  A  license  issued  by  anv  stale  agency  for  the  purchase,  sale,  manufacturing,  prtiduclion.  prt>ccssing. 
transportation,  or  delivery  of  industrial  hemp. 


( 12)       "Miiniilacturc"  means  the  produclion.  prepuration.  propaption.  compoundint;  nr  processing  ot  marijuana 
paraphernalia  or  ol' marijuana,  marijuana  priidiicls.  or  marijuana  cxlracts.  either  directly  or  hv  extraclinn  from  substances  of 
natural  origin,  or  independently  hv  means  ol  ehemical  synthesis,  or  hy  a  combination  ol  cMraction  and  chemical  synthesis,  and 
includes  any  packaging  or  repackaging  oflhe  substance  or  labeling  or  relabeling  ol'its  container. 

( l.l)      "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  I'orm  thereof,  whether  growing  or 
not,  other  than  mariiuana  extracts. 

( 14)  "Marijuana  extract"  means  a  product  obtained  by  separating  resins  from  mariiuana  by  solvent  exlraction. 
using  st>K  ents  other  than  water,  vegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropvl  alcohol, 
ethanol.  and  carbon  dioxide. 

( 15)  "Marijuana  license"  means  a  license  issued  hv  the  division  for  the  purchase,  sale,  manufacturing,  produclion. 
processing,  transportation,  or  delivery  of  mariiuana.  mariiuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia. 

( 16)  "Marijuana  paraphernalia"  means  all  equipment,  products,  sub.stances  and  materials  of  any  kind  which  are 
used,  intended  for  use,  or  designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing, 
compounding,  converting,  producing,  processing,  preparing,  storing,  containing.  ct)iicealinp.  ingesting,  inhaling,  or  otherwise 
introducing  into  the  human  bod\'  marijuana,  marijuana  products,  or  marijuana  extracts. 

( 17)  "Mariiuana  products"  means  products  that  contain  mariiuana  or  mariiuana  extracts  and  are  intended  for 
human  consumption.  Marijuana  products  does  not  mean  marijuana  hv  itself,  or  a  marijuana  extract  bv  itself. 

( IX)       "Mariiuana  retailer"  means  a  person  who  sells  mariiuana.  mariiuana  products,  marijuana  extracts,  or 
mariiuana  paraphernalia  io  a  consumer  in  this  state. 

( 19)  "Person"  includes  any  indiyidual  or  entity. 

(20)  "Person  tvyenty-one  years  of  age  and  older"  includes  any  entity  in  \yhich  no  individual  under  twentv-one 
years  of  age  holds  a  direct  or  indirect  interest. 

(2! )       "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
mariiuana.  mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(22)      "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets.  sch(yils.  places  of  amusement,  parks,  playgrounds  and  premi.ses  used  in  connection  w  ith 
public  passenger  transportation. 

I23j      "Stale  law"  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  "  Tax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  prolll.  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  leyy.  tariff,  charge,  or  duly  of  any  kind 
what.soever  imposed,  assessed,  or  collected  by  or  under  the  authority  of  any  governmental  bodv. 

(25)  "Usable  mariiuana"  means  dried  marijuana  llowers  and  dried  marijuana  leaves,  and  any  mixture  or 
preparation  thereof. 

5i  f- xcept  as  otherwise  provided  in  this  section,  no  state  law  shall: 

( 1 )  Prohibit  the  possession  or  use  of  marijuana,  mariiuana  products,  mariiuana  extracts,  or  marijuana 
paraphernalia  by  persons  twenty-one  years  of  age  and  older; 

(2)  Prohibit  the  transportation  or  delivery  of  marijuana,  mariiuana  products,  mariiuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twenty-one  years  of  age  and  older  to  persons  twenty-one  years  of  ape  and  older; 

(Jj        Prohibit  the  purcha.se.  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia  by  persons  twentv-one  years  ol  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  produclion.  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  any  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery.  p<issession.  or  use  of  marijuana,  marijuana  products,  mariiuana 
paraphernalia,  or  industrial  hemp  if  such  manulaclure.  production,  delivery.  pos.session.  or  u.se  is  lawful  under  state  law. 

6.  Notwithstanding  subsection  5  of  this  section,  a  state  law  may: 

( 1 )  Prohibit  the  importation  and  exportation  of  marijuana,  marijuana  products,  and  marijuana  extracts  into  and 
frt)m  this  slate; 

(2)  Prohibit  the  purcha.sc.  sale,  manufacturing,  production,  processing,  or  delivery  of  mariiuana.  mariiuana 
products,  and  marijuana  extracts  in  or  on.  or  wilhin  one  thousand  feet  of.  real  properly  comprising  a  public  or  private 
elementary  or  secondary  school,  public  vt)cational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  by  individuals  under  twentv-one  years  of  age: 

{})        Prohibit  the  operation  of  a  vehicle,  watercralt.  aircraft,  railroad  train,  or  any  similar  device  while  using  or 
under  the  inlUience  of  marijuana: 

(4)  Prohibit  the  use  of  marijuana,  marijuana  products,  and  marijuana  extracts  in  a  public  place,  provided 
however  thai  the  penalty  for  yiolalion  of  such  law  may  not  exceed  that  lor  an  infraction: 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  p<issession  of 
marijuana,  marijuana  products,  and  marijuana  extracts  hy  any  person  that  does  not  comply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section: 

(6)  Classily  the  penalties  for  violations  of  such  laws; 

(7)  Impose  an  excise  tax  on  the  llrsi  fair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  (>l"lwenty- 
flve  percent  of  the  purcha.sc  price. 

2;  Subieet  to  the  provisions  of  subsection  8  of  this  section,  on  or  before  ,lune  I.  201 5.  the  division  shall  promulgate  rules 

and  regulations  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  and  use  of  mariiuana.  mariiuana  products,  marijuana  extracts,  and  marijuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to  obtain  a  marijuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  mariiuana.  marijuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia; 

(2)  Provide  for  Ihe  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section: 

(3 )  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  books,  records,  and 
premises  of  licensees; 

(4)  Regulate  the  advertising  of  mariiuana.  mariiuana  products,  marijuana  extracts,  and  marijuana  paraphernalia: 

(5)  Provide  for  the  receipt  and  transfer  of  all  funds  received  by  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)  First,  lo  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  to  carrv 
out  Ihe  div  ision's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations; 

(b)  Next,  the  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  assembly  may 
determine,  for  Ihe  following  purposes:  (i)  for  state  and  local  law  enforcement  and  firelighter  pensions  and  retirement 
plans,  twenty-live  percent;  (ii)  for  public  in.stiluti(Mis  of  elementary  and  secondary  education.  Iwenty-llve  percent;  (iii) 
for  mental  health  and  substance  abuse  pn)grams.  twenty  pcrceni;  (iv)  lor  cities  and  counties.  Illleen  percent;  and  (v) 
for  public  institutions  of  higher  education  or  for  scholarships  lo  attend  such  institutions,  fifteen  percent;  and 


(cl        All  moneys  appropriated  hv  the  general  assembly  from  the  excise  taxes  authorized  in  parauriiph  7  of 
subsection  6  ol'this  section  shall  provide  additional  funds  lor  the  purposes  enumerated  alx)vc  and  not  replace  existing 
funding. 

(6)        Limit  the  amount  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time,  provided  however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an 
infraction  for  the  llrst  violation  and  a  misdemeanor  for  any  second  or  subsequent  violation. 

No  state  law  or  combination  of  state  laws  shall: 

( 1)  L-xccpt  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  an\  tax  on  marijuana, 
marijuana  products,  marijuana  extracts,  or  transactions  involving  marijuana,  marijuana  products,  or  marijuana  extracts  that  is 
not  imposed  on  other  products  generally; 

(2)  Limit  the  amounts  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

(a)  Four  marijuana  plants  and  eight  ounces  of  usable  marijuana: 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  form; 

(c)  Scvcntv-two  ounces  of  marijuana  products  in  liquid  form;  and 

(d)  One  ounce  of  marijuana  extracts. 

£31        Limit  the  aggrettate  number  of  licensees  that  may  hold  marijuana  licenses  or  the  aggregate  number  of 
marijuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  marijuana  retailers  in  a  county  may  be 
limited  to  no  fewer  than  one  marijuana  retailer  per  2.500  inhabitants  in  such  county,  according  to  the  most  recent  census  of  the 
United  States: 

14)        Limit  the  number  of  mariiuana  licenses  that  mav  be  granted  to  or  held  by  the  same  person; 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  tv|x:s  of  marijuana  liccn.ses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  slate; 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating:  (i)  any  non-discretionai"v  expungcable 
mariiuana  offense  in  paragraph  ( I )  or  (2)  of  subsection  ( 14)  of  this  section:  or  (ii)  any  marijuana-related  offense  that  has  been 
expunged; 

(8)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  mariiuana. 
mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia; 

(9)  Require  a  consumer  twenty-one  years  of  age  or  older  to  obtain  any  license  to  purcha.sc  marijuana,  mariiuana 
products,  mariiuana  extracts,  or  marijuana  paraphernalia  from  a  licensed  mariiuana  retailer; 

( 10)  Require  an  individual  twenty -one  years  of  age  or  older  to  obtain  any  license  to  deliver  marijuana,  mariiuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  for  no  consideration  to  an  individual  twenty -one  years  of  age  or  older 

it 

(a)  The  mariiuana.  marijuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia  were  purchased 
from  a  licensed  mariiuana  retailer;  or 

(b)  The  mariiuana  or  marijuana  products  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  with  paragraph  (12)  of  this  subsection; 

(11)  Require  any  marijuana  retailer  to  record  the  name  or  any  other  personally  identi liable  information  of  an> 
consumer  twentv-onc  years  of  age  or  older; 

( 12)  Require  a  perM)n  twenty-one  years  of  age  or  older  to  obtain  any  license  or  pay  any  tax  to  manufacture  or 
process  mariiuana  or  marijuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
marijuana  and  mariiuana  products  at  the  household  do  not  exceed  the  household  exemption  limits;  or 

(13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  mariiuana  plants  that  mav  be 
manufactured  without  a  license  under  paragraph  ( 12)  of  this  subsection  mav  not  exceed  that  for: 

(a)  An  infraction,  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  licen,se: 

(b)  A  misdemeanor,  if  the  violation  is  a  first  violation  and  the  number  of  marijuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  mariiuana  plants  thai  may  be  manufactured  without  a  license;  or 

(c)  A  misdemeanor,  if:  (i)  the  violation  is  a  second  \iolation;  (ii)  with  respect  to  the  first  violation,  the 
number  of  mariiuana  plants  was  not  more  than  double  the  number  of  mariiuana  plants  that  mav  be  manufactured 
without  a  license:  and  (iii)  with  respect  to  the  second  violation,  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  mav  be  manufactured  without  a  license;  or 

( 14)  Make  the  ownership  or  o|?eralion  of  a  licensed  business  that  manufactures,  produces,  or  delivers  mariiuana. 
mariiuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

9.  On  or  before  June  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  mav  enact 
laws,  that: 

( 1 )  Permit  individuals  with  a  medical  condition  who  may  benefit  from  the  medical  use  of  marijuana,  mariiuana 
products,  and  marijuana  extracts  to  be  able  to  discuss  freelv  with  their  doctors  the  possible  risks  and  benefits  of  medical 
mariiuana  use  and  to  have  the  benefit  of  their  doctor's  professional  advice; 

(2)  Permit  individuals  .suffering  from  a  medical  condition  to  be  allowed  to  use  mariiuana.  marijuana  products, 
and  mariiuana  extracts  without  being  subject  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use;  and 

(3)  Provide  that  no  individual  under  eighteen  vears  of  age  shall  be  allowed  to  use  marijuana,  mariiuana  products, 
or  mariiuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  for  the 
individual's  health  care  decisions  consents  to  such  use. 

10.  No  licensed  doctor  mav  be  subjected  to  any  criminal  or  civil  penalty,  or  to  any  discipline  by  any  state  licensing 
division,  board,  or  commission,  for: 

( 1 )  Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagnosed  by  another  licensed  doctor.  atx)ut  the  risks  and  benefits  of  medical  use  of  marijuana  or  that  the 
medical  use  of  mariiuana  may  mitigate  the  symptoms  or  cITects  of  the  person's  medical  condition,  provided  the  advice  is  based 
on  the  doctor's  personal  as.sessmenl  of  the  person's  medical  historv  and  current  medical  condition;  or 

(2)  Providing  anv  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 

1 1.  The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 

12.  The  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

13.  "I  he  general  assembly  may  enact  laws  that  control,  regulate,  and  tax  the  manufacture,  production,  and  delivery  of 
industrial  hemp. 

14.  Convictions  of  mariiuana  ofl'cnses  shall  be  expungcable  as  follows: 


( 1 )  An  individual  who  has  plead  f-uilty  to  or  has  been  convicted  of  violating  any  expungcabic  marijuana  olTcnse. 
and  who  was  lvvent\-()nc  years  orapc  or  older  at  llic  titnc  oflhe  olTensc.  may  apply  to  the  court  in  which  he  or  she  was 
sentenced  for  an  order  to  cxpuniic  all  olTiciul  records  ofhis  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines, 
upon  review,  that  such  individual  has  plead  guiltv  to  or  has  been  convicted  of  an  e.\pun>ieahlc  marijuana  offense,  the  court  shall 
enter  an  order  oFexpunijement.  An  individual  shall  be  entitled  to  one  or  more  expungements  pursuant  to  this  paragraph  ( I ). 

(2)  After  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  puilty  to  or  has  been  convicted  of 
vitilalint;  any  expungcabic  marijuana  offense  for  the  Urst  time,  and  who  was  under  twcntv-one  years  of  ape  at  the  time  of  the 
olTensc.  and  who  since  such  conviction  has  not  been  convicted  of  anv  other  marijuana -related  olTense.  may  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  official  records  ofhis  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upon  review,  that  such  indi\  idual  has  not  been  convicted  of  any  other  marijuana -related  ofl'cnsc  at  the 
time  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 

(3)  An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  anv  expungeahle  marijuana  otTense 
that  is  not  expungeable  under  paragraphs  ( I )  or  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  .sentenced 
for  an  order  to  expunue  all  ofllcia!  records  ofhis  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
that  an  expungement  is  in  the  interests  of  justice,  the  court  ma\  enter  an  order  of  expungement.  An  individual  mav  be  entitled 
to  one  or  more  expungements  pursuant  to  this  paragraph  (.1). 

(4)  I'he  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  individual  to  the  status  he  or  she 
occupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  e\ent  had  never  happened.  A  person  imprisoned  solely  as  a  result 
of  one  or  more  cxpunneable  marijuana  olVenscs  that  are  expunged  shall  he  relea.sed  from  prison  immediately  upon  the  issuance 
of  the  applicable  order  or  orders  of  expungement.  No  individual  as  to  whom  such  order  has  been  entered  shall  he  held 
thereal\er  under  any  provision  of  any  law  to  be  guilty  of  perjury  or  otherwise  giving  a  false  statement  by  reason  ofhis  or  her 
failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  cxpungeinent  in  response  to  any  inquiry  made  of  him  or 
her  for  anv  purpose  whatsoever. 

\5.       No  contract  shall  be  unenforceable  on  the  basis  that  manulactu^i^^.  producina.  delivering,  possessing,  or  using 
marijuana,  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 
16.        Nothing  in  this  section  shall  be  construed: 

( 1 )  I'o  amend  or  affect  in  any  way  anv  state  or  federal  law  pertaining  to  employment  matters: 

(2)  To  amend  or  affect  in  anv  way  anv  stale  or  federal  law  pertaining  to  landlord-tenant  matters: 

L3J        To  amend  or  affect  in  any  wav  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 
possession,  or  use  of  mariiuana  on  such  real  property; 

(4)        To  amend  or  affect  in  any  way  anv  state  law  [tertaining  to  the  operation  ol  a  vehicle,  watercralt  aircrall. 
railroad  train,  or  anv  similar  device  while  using  or  under  the  intluence  of  mariiuana: 

{21        To  require  a  person  to  violate  a  federal  law:  or 

(())        To  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 
JJ.        If  anv  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases, 
and  words  of  this  section  shall  not  be  affected.  To  that  end,  the  subsections,  paragraphs,  phrases,  and  words  of  this  section  are 
intended  to  be  severable.  It  is  hereby  declared  to  he  the  intent  of  this  section  that  each  and  every  subsection,  paragraph,  phra.se. 
and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  of  this  section  is  held  unconstitiiti()nal.  void,  or  illegal. 

18.         The  provisions  ol"  subsections  2.     4.  6.  7.  0.  10.  1 1.  12.  13.  14.  \5.  16.  17.  and  18  of  this  section  and  paragraphs  ( 1 1. 
(2).  and  (5)  of  subsection  5  of  this  section  shall  become  eflective  on  January  1.  2015.  The  provisions  of  subsections  I  and  8  of 
this  section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this  section  shall  become  elTective  on  .lune  I.  2015.  All  state  laws 
that  are  inconsistent  with  anv  provision  of  paragraph  ( 1 ).  (2).  or  (5)  of  subsection  5  of  this  section  shall  no  longer  remain  in  lull 
Ibrcc  and  effect  on  and  after  .lanuary  I.  2015.  All  slate  laws  that  are  inconsistent  with  any  provision  of  subsections  I  or  8  of 
this  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after 
■lune  I.  2015.  All  of  the  provisions  of  this  section  shall  be  .self-enforcing. 


Jason  Kander 


jAMKs  C.  Kirki>atrk:k 
Statp;  Information  Ci:ntt-:r 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elk<  :ti<  )NS  Divisk  )N 
(573)751-2301 


December  13,  2013 


RECEIVED 


The  Honorable  Tom  Schweich  _„  .  _ 

State  Auditor  DEC  I  3  2013 

State  Capitol  Building 

Jefferson  City,  MO  65101  STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I,  version  17  (2014-086) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summar>  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMKS  C.  Kirki>atrk:kStatk  Information  Ckntkr 
600  W.  Main  Strkkt  •  Jkhhkrson  City  65 lOI 
Adminlsthativk  ruuh.s  •  Bu.sink.'«Skiivk;k.<  •  KLKirmiNS  •  l'imi.nATi().N.s  •  SKi.iiKniH.'i  •  stati-;  Ak(;hivk.s  •  Siaik  Libkary  •  WoLHNKuLiBHARr 


RFC^^IVc:n  County  

Page  No.  

It  is  a  class  A  misdemeanor  punishabl^,Q^\gg^a|i^ng[tli^  pljiJv^iBns  of  section  560.02 1,  RSMo.  to  the  contrary,  for  a  term  of 
imprisonmeni  not  to  exceed  one  year  m  the  county  jail  or  a  fme  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  lor  the  same  election,  or  to  sign  a  f«tition  when  siich  person  knows  he  or  she  is  not  a  registered  voter. 

^^^'-•fNlTiATlVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Mis.souri: 

We.  (he  undersigned,  registered  voters  of  the  slate  of  Missouri  and  County  (or  city  of  St.  Louis). 

respectfully  order  thai  Ihe  following  proposed  amendment  lo  the  constitution  shall  be  submitted  to  the  voters  of  the  stale  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4'''  day  of  November.  20 14.  and  each  for  himself 
or  herself  says:   I   have  personally  signed  this  [petition;   I  am  a  registered  voter  of  ihe  slate  of  Mis.souri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  I  live  arc  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF  I. 

 ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMK 
(Signalurc) 

Date 
Signed 

REGISTERKD  VOTING  ADDRESS 
(Street,  No  PC)  Boxes)        (Cily.  Town  or  Village) 

Zip 
Code 

Cong 
Dist 

NAME 
(Printed  or  Typed) 

1. 

/  / 

/  / 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  Ibregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  stale  of  Mis.souri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


NOTICE:  You  arc  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri—  Sections  9.  10.  14.  15,31  &  32  of  Article  I;  Sections  36.  39  &  39(a)  of  Article  III;  Sections  7.  12.  15.22.23.27(a) 
&  48  of  Article  IV;  Sections  14.  18  &  24  of  Article  V;  Section  18(d)  of  Article  VI;  Section  I  and  4  of  Article  VII:  Sections  2  of 
Article  VIII;  Sections  3(a).  7.  and  9(b)  of  Article  IX;  Sections  1.  2.  3. 4(a).  6.  10(b).  17.  18.  18(e),  19.  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  he  amended: 
One  new  section  is  adopted  to  be  known  as  Article  I.  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twenty-one  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state 
government  pursuant  to  this  section. 

2.  I  he  purposes  of  this  section  are: 

(1)  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  important  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  eom[xised  of  state-licensed  mariiuana  producers,  distributors,  and  retailers; 

(2)  I'o  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  of  mariiuana  within  this  state; 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  mariiuana  by  those  under 
twenty -one  vcars  of  age,  as  the  consumption  of  marijuana  poses  particular  hazards  to  minors,  whose  brains  arc  still  in  a  state  of 
development; 

(4)  To  leualize  under  state  law  the  use  of  marijuana  bv  individuals  who  arc  sulTcring  from  a  mcdictil  condition 
when  their  doctors  advise  that  such  use  nia\  provide  a  medical  benefit  to  them; 

(5)  To  raise  tax  revenue  from  the  production  and  sale  of  marijuana,  and  to  allocate  such  revenue  for  slate  and 
local  law  enforcement  and  fircfiuhter  pensions  and  retirement  plans,  for  elementary,  secondarv'.  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  menial  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
cnforcina  regulations  upon  the  sale  and  distribution  of  marijuana  authorized  bv  this  section: 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  I'rom  the  regulation  of  marijuana: 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  mari  juana  b\  persons  twent\  - 
one  years  of  age  and  older;  and 

(8)  To  legalize  under  stale  law  the  delivery  of  mariiuana  by  persons  twenty-one  years  of  age  and  older  to  persons 
twenty-one  vears  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  slate  law,  will: 

( 1)  Prevent  the  distribution  of  mariiuana  to  persons  under  twenty -one  years  of  age; 

(2)  Prevent  revenue  from  the  sale  of  mari  juana  from  going  to  criminal  enterprises,  gangs,  and  cartels: 

(3)  Prevent  the  diversion  of  marijuana  from  this  state  to  other  states: 

(4)  Prevent  mariiuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
trafficking  of  other  illegal  drugs  or  other  illegal  acli\itv; 

(5)  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  mariiuana; 

(6)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 
the  use  of  mariiuana; 

(7)  Prevent  the  growing  of  marijuana  on  public  lands  and  the  attendant  public  sal'etx  and  environmental  dangers 
posed  by  mariiuana  production  on  public  lands; 

(8)  Prevent  the  pt)ssession  and  use  of  marijuana  on  federal  property;  and 

(9)  Prcvcnl  the  markcling  and  ad\  erlisemenl  of  marijuana,  marijuana  products,  mariiuana  extracts,  mariiuana 
paraphernalia,  or  marijuana  usage  to  those  under  twenty -one  vears  of  age. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  .section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  indi\  idual  who  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  marijuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  other  than  lor  the  purpose  of  resale. 

(2)  "Deliver"  or  "dclivcn'"  means  the  transfer  I'rom  one  person  to  another  of  mariiuana.  mariiuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "F.ntitv"  includes  a  corporation,  professional  corptiration.  nonprofit  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  ioint  venture,  or  anv  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

(6)  "Hxpungeabic  marijuana  offense"  means: 

(a)  Ihe  manufacture,  production,  possession,  or  use  of  mariiuana.  marijuana  products,  marijuana 
extracts,  or  mariiuana  paraphernalia:  or 

(b)  The  delivery.  pt)s.session  with  intent  to  deliver,  or  trafficking  of  mariiuana.  mariiuana  prt^ducts. 
marijuana  extracts,  or  mariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  Iwenlv-one  years  of 
age  or  older  at  the  lime  of  the  olTensc. 

(7)  "Fair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purcha.se  price  of  the 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  any  given  time: 

(a)  Six  mariiuana  plants  and  twelve  ounces  of  usable  mariiuana: 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  form;  and 

(c)  Seventy-two  ounces  of  marijuana  products  in  liquid  form. 

(9)  "Industrial  hemp"  means  Cannabis  Saliva  I.,  containing  no  greater  than  one  percent  tetrahvdrocannabint>l. 

( 10)  "License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  bv  or  under  the  authority  of  any  stale  or  local  governmental  Ixidy.  agency,  or  olTicial. 

(Ill       "Licensee"  means  any  person  who  holds: 
(aj        A  marijuana  license;  or 

Oo)        A  licen.se  issued  by  anv  state  agency  Ibr  the  purchase,  sale,  manufacturing,  production,  processing. 
trans|X)rtation.  or  delivery  of  industrial  hemp. 


( I-)       "Manulacture"  means  the  production,  preparation,  propapation.  compounding  or  proccssinp  of  marijuana 
paraphernalia  or  of  marijuana,  marijuana  products,  or  marijuana  extracts,  either  directly  or  hv  extraction  from  substances  of 
natural  origin,  or  independenlK  h\  means  ol  chemical  synthesis,  or  hv  a  combination  oCextraction  and  chemical  synthesis,  and 
includes  any  packa^in^  or  rcpackaainp  ol  the  substance  or  labeling  or  relabeling  of  its  container. 

(13)  "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  growinp  or 
not,  other  than  marijuana  extracts. 

( 14)  "Marijuana  extract"  means  a  product  obtained  by  separating  resins  from  marijuana  by  soKent  extraction, 
using  solvents  other  than  water,  yeuetable  glycerin,  plant  oils,  and  dairy  product-s.  .such  as  butane,  hcxane.  isopropyl  alcohol, 
ethanol.  and  carbon  dioxide. 

Liil       "Marijuana  license"  means  a  license  issued  by  the  division  for  the  purcha.sc.  sale,  manufacturing,  production, 
processinu.  transportation,  or  deliyerv  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

( I6>       "Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are 
used,  intended  for  use,  or  designed  for  use,  in  planting,  propagating,  cuilivatinu.  growing,  harvesting,  manufacturing, 
compoundinu.  convertinu.  producing,  processing,  preparing,  storing,  containing,  concealinu.  ingeslinu.  inhaling,  or  otherwise 
introducing  into  the  human  body  marijuana,  marijuana  products,  or  marijuana  extracts. 

( 17)       "Marijuana  products"  means  products  that  contain  marijuana  or  marijuana  extracts  and  are  intended  li)r 
human  consumption.  Marijuana  products  does  not  mean  marijuana  by  itself,  or  a  marijuana  extract  by  itself. 

( IX)      "Marijuana  retailer"  means  a  person  who  sells  marijuana,  marijuana  products,  marijuana  extract.s.  or 
marijuana  paraphernalia  to  a  consumer  in  this  state. 

( I'))       "Person"  includes  any  individual  or  entity. 

(20)  "Person  tvventy-<ine  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty -one 
>  c'ars  of  age  holds  a  direct  or  indirect  interest. 

(21)  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  (^f 
marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  lo. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premi.ses  used  in  connection  with 
public  passenger  transportation. 

(2.^0       "Slate  law"  means  any  .state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  "  l  ax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  proHl.  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  levy,  tariff,  charge,  or  duty  of  any  kind 
whatsoever  imposed,  assessed,  or  collected  by  or  under  the  authority  of  any  governmental  body. 

(25)  "t  Isable  marijuana"  means  dried  mariiuana  (lowers  and  dried  marijuana  leaves,  and  any  mixture  or 
preparation  thereof. 

5.  I-Acept  as  otherwise  provided  in  this  section,  no  state  law  shall: 

( 1 )  Pnihibit  the  possession  or  use  of  marijuana,  mariiuana  products,  marijuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twentv-<ffle  years  of  age  and  older: 

(2)  Prohibit  the  transportation  or  delivery  of  marijuana,  mariiuana  products,  marijuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twenly-one  years  of  age  and  older  to  persons  twent\  -one  >ears  of  age  and  older: 

(3)  Prohibit  the  purcha.se.  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  product.s. 
marijuana  extracts,  or  marijuana  paraphernalia  bv  persons  twentv-onc  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  any  purchase,  .sale, 
manufacturing,  production,  processing,  transportation,  deliven'.  possession,  or  use  of  marijuana,  marijuana  products,  mariiuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 

6.  Notuithstanding  subsection  5  of  this  section,  a  .state  law  may: 

( 1 )  Prohibit  the  importation  and  exportation  of  marijuana,  marijuana  products,  and  marijuana  extracts  into  and 
from  this  state: 

(2>        Prohibit  the  purchase,  .sale,  manufacturing,  production,  processing,  or  delivery  of  marijuana,  marijuana 
products,  and  marijuana  extracts  in  or  on.  or  within  one  thousand  feet  of.  real  property  comprising  a  public  or  private 
elementary  or  sect)ndary  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  by  individuals  under  twentv-one  years  of  age: 

iXl        Prohibit  the  operation  of  a  vehicle,  watercrall.  aircraft,  railroad  train,  or  any  similar  device  while  using  or 
under  the  inlluencc  of  marijuana: 

(4)  Prohibit  the  use  of  marijuana,  marijuana  products,  and  mariiuana  extracts  in  a  public  place,  provided 
ht)weyer  that  the  |•>enall^  for  v  iolation  of  such  law  may  not  exceed  that  for  an  infraction: 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
mariiuana.  mariiuana  products,  and  mariiuana  extracts  by  any  person  that  does  not  comply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  .section: 

(6)  Classify  the  penalties  for  violations  of  such  laws: 

(7)  lmpo.se  an  excise  tax  on  the  first  fair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  of  twenty- 
live  percent  of  the  purchase  price. 

7^  Subject  lo  the  provisions  of  subsection  8  of  this  section,  on  or  before  .lune  I.  2015.  the  division  shall  promulgate  rules 

and  regulations  thai  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery. 
pi^ssession.  and  use  of  marijuana,  mariiuana  products,  mariiuana  extracts,  and  mariiuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

1 1 )         Re<.|uire  a  person  to  obtain  a  mariiuana  license  to  purchase,  sell,  manufacture,  produce,  process.  transp<")rt.  or 
deliver  marijuana,  mariiuana  products,  mariiuana  extract.s.  or  mariiuana  paraphernalia: 

(2)  Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section: 

0}        Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspecli<)n  of  the  h<H)ks.  records,  and 
premises  of  licensees: 

(4)  Regulate  the  advertising  of  marijuana,  mariiuana  products,  mariiuana  extracts,  and  mariiuana  paraphernalia: 

(5)  Provide  for  the  receipt  and  Iransfer  of  all  funds  received  bv  the  stale  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)  first,  to  the  division,  an  amount  thai  ihe  general  assembly  deems  necessary  for  the  division  lo  carry 
oul  the  division's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  working  cash  balance 
for  the  puqxxse  of  carrying  out  such  obligations: 

(b)  Next,  the  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  a.ssemblv  may 
determine,  for  the  following  purposes:  (i)  for  slate  and  local  law  enforcement  and  firefighter  pensions  and  retirement 
plans,  tyventy-five  percent;  (ii)  for  public  institutions  of  elementary  and  secondary  education,  Ivventy-nve  percent:  (iii) 
for  mental  health  and  substance  abuse  programs,  lyventy  percent:  (iv)  for  cities  and  counties,  lilteen  percent:  and  (v) 
for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions,  fifteen  percent:  and 


fc)  All  moneys  appropriated  bv  the  fiencrul  assembly  from  the  excise  taxes  authorized  in  paragraph  7  ol 
subsection  6  of  this  section  shall  pros  ide  additional  funds  lor  the  purposes  enumerated  above  and  not  replace  existing 
fundint;. 

(6)        Limit  the  amount  of  marijuana,  mariiuana  products,  or  mariiuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time,  provided  howeyer  that  the  penalty  for  yiolation  of  such  lavy  may  not  exceed  that  for  an 
infraction  for  the  first  violation  and  a  misdemeanor  for  any  second  or  subsequent  violation. 
8.         No  state  law  or  combination  of  state  laws  shall: 

( 1 )  Except  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  tax  on  marijuana, 
marijuana  products,  mariiuana  extracts,  or  transactions  involving  mariiuana.  mariiuana  products,  or  mariiuana  extracts  that  is 
not  imposed  on  other  products  generally: 

(2)  Limit  the  amounts  of  marijuana,  mariiuana  products,  or  mariiuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

(a)        Six  mariiuana  plants  and  twelve  ounces  of  usable  mariiuana: 
fb)        Sixteen  ounces  of  marijuana  products  in  solid  form; 
fel        Seventy-two  ounces  of  mariiuana  products  in  liquid  form:  and 
(d)        One  ounce  of  mariiuana  extracts.  ^ 

(3)  Limit  the  aggregate  number  of  licensees  that  may  hold  marijuana  licenses  or  the  aggregate  number  of 
mariiuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  marijuana  retailers  in  a  counts  may  be 
limited  to  no  fewer  than  one  mariiuana  retailer  per  2.500  inhabitants  in  such  county,  according  to  the  most  recent  census  of  the 
United  States: 

(4)  Limit  the  number  of  mariiuana  licenses  that  may  be  granted  to  or  held  bv  the  same  person: 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  types  of  marijuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state: 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  pers()n  has  been  convicted  of  violating:  (i)  any  non-discretionary  expungeable 
marijuana  offense  in  paragraph  ( I )  or  (2)  ol'sub.scction  (14)  of  this  .section:  or  (ii)  anv  mariiuana-related  offense  that  has  been 
expunged: 

(8)  Require  an  individual  twenty -one  years  of  age  or  older  to  obtain  anv  license  to  possess  or  use  mariiuana. 
marijuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia: 

(9)  Require  a  consumer  twentv-one  years  of  age  or  older  to  obtain  anv  licen.se  to  purchase  mariiuana.  mariiuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  from  a  licensed  marijuana  retailer: 

( 10)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  licen.se  to  deliver  mariiuana.  mariiuana 
products,  marijuana  extract.s.  or  mariiuana  paraphernalia  for  no  consideration  to  an  individual  twenty-one  vears  of  ape  or  older 

it 

(a)  The  mariiuana.  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia  were  purchased 
from  a  licensed  marijuana  retailer:  or 

(b)  The  marijuana  or  mariiuana  products  were  manufactured  or  processed  bv  a  person  without  a  license 
in  accordance  with  paragraph  ( 12)  of  this  subsection: 

(11)  Require  any  marijuana  retailer  to  record  the  name  or  any  other  personally  identillable  information  of  anv 
consumer  twentv-one  years  of  age  or  older: 

( 12)  Require  a  person  twenty-one  vears  of  age  or  older  to  obtain  anv  licen.se  or  pay  any  tax  to  manulacture  or 
proces.s  mariiuana  or  mariiuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
marijuana  and  mariiuana  products  at  the  household  do  not  exceed  the  household  exemption  limits:  or 

( 13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  mariiuana  plants  that  may  he 
manufactured  without  a  license  under  paragraph  (12)  of  this  subsection  may  not  exceed  that  for: 

(a)  An  infraction,  il'thc  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license: 

(b)  A  misdemeanor,  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  licen.se:  or 

(c)  A  misdemeanor,  if:  (i)  the  violation  is  a  second  \  iolation:  (ii )  with  respect  to  the  first  \  iolation.  the 
number  of  marijuana  plants  was  not  more  than  double  the  number  of  marijuana  plants  that  may  be  manulactured 
without  a  license:  and  (iii)  with  respect  to  the  second  violation,  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license:  or 

( 14)  Make  the  ownership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  mariiuana. 
mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
lor  a  prudent  business  person  to  urgani/.e  or  conduct  the  business. 

9i  On  or  before  June  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  may  enact 

laws,  that: 

( 1 )  Permit  individuals  with  a  medical  condition  who  may  benefit  from  the  medical  use  of  marijuana,  mariiuana 
products,  and  marijuana  extracts  to  be  able  to  discuss  freely  w  ith  their  doctors  the  possible  risks  and  benefits  of  medical 
mariiuana  u.se  and  to  have  the  benefit  of  their  doctor's  professional  advice: 

(2)  Permit  individuals  suffering  from  a  medical  condition  to  be  allowed  to  use  marijuana,  marijuana  products, 
and  mariiuana  extracts  without  being  subicct  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use:  and 

(3)  Provide  that  no  individual  under  eighteen  sears  of  age  shall  be  allowed  to  u.se  mariiuana.  mariiuana  products, 
or  mariiuana  extracts  lor  medical  purposes  unless  the  indisiduai's  custodial  parent  or  legal  guardian  with  responsibility  for  the 
indis  idual's  health  care  decisions  consents  to  such  use- 
IP.        No  licensed  doctor  may  be  subjected  to  anv  criminal  or  civil  penalty,  or  to  any  discipline  bv  anv  state  licensing 
division,  board,  or  commission,  for: 

( 1 )         Advising  a  perst)n  svhom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagno.sed  by  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  u.se  of  marijuana  or  that  the 
medical  use  of  mariiuana  may  mitigate  the  symptoms  or  effects  of  the  person's  medical  condition,  provided  the  advice  is  based 
on  the  doctor's  personal  assessment  of  the  per.s(.>n"s  medical  history  and  current  medical  condition:  or 

121        Providing  any  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 
1 1  ■        fhc  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 

12.  I  he  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  arc  not 
inconsistent  svith  this  section. 

13.  The  general  as.sembly  may  enact  laws  that  control,  regulate,  and  tax  the  manufacture.  prt)duction.  and  delivery  of 
industrial  hemp. 

14.  Convictions  of  mariiuana  offenses  shall  be  expungeable  as  follows: 


( 1 )  An  individual  who  has  plead  guiltv  to  or  has  been  convicted  of  violatinc  anv  expungeahle  marijuana  oflense. 
and  who  was  twenis  -one  years  ofage  or  older  at  the  lime  ofthe  offense,  may  appiv  lo  Ihc  court  in  which  he  or  she  was 
sentenced  for  un  order  to  expunac  all  ol'tlcial  records  of  his  or  her  arrest,  pica,  trial,  and  conviction.  I  f  the  court  determines, 
upon  review,  that  such  individual  has  plead  guilty  to  or  has  been  convicted  of  an  expungeahle  marijuana  oflense.  the  court  shall 
enter  an  order  of  expungement.  An  individual  shall  he  entitled  to  one  or  more  expungements  pursuant  to  this  paragraph  ( I ). 

(2)  Alter  u  period  ofnot  less  than  one  year,  an  individual  who  has  plead  euilty  to  or  has  been  convicted  of 
violating  anv  expungeahle  mariiuana  offense  for  the  first  lime,  and  who  was  under  lwentv-<'>ne  years  of  ape  at  the  time  ofthe 
offense,  and  who  since  such  conviction  has  not  been  convicted  of  any  t)ther  marijuana -related  oflense.  may  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  olllcial  records  t)f  his  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upon  review,  that  such  individual  has  not  been  convicted  of  anv  other  marijuana-related  offense  at  the 
time  ofthe  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 

(3)  An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  expungeahle  mariiuana  offense 
that  is  not  expungeahle  under  paragraphs  ( I )  or  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced 
for  an  order  lo  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
thai  an  expungement  is  in  the  interests  of  ju.stice.  the  court  may  enter  an  order  of  expungement.  An  individual  may  be  entitled 
to  one  or  more  expungements  pursuant  to  this  paragraph  (3). 

(4)  The  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  individual  to  the  status  he  or  she 
occupied  prior  to  such  arrest,  plea  or  conviction,  as  if  stich  event  had  never  happened.  A  person  iinprisoned  solely  as  a  resuli 
of  one  or  more  expungeahle  marijuana  otVenses  that  arc  expunged  shall  be  released  from  prison  immediately  upon  the  issuance 
ofthe  applicable  order  or  orders  of  expungement.  No  individual  as  to  whom  such  order  has  been  entered  shall  be  held 
thereafter  under  anv  provision  of  any  law  to  be  guilty  of  perjury  or  otherwise  giving  a  false  .statement  by  reason  of  his  or  her 
failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expungement  in  respon.se  to  anv  inquiry  made  of  him  or 
her  for  any  purpose  whatsoever. 

15.  No  contract  shall  he  unenforceable  on  the  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using 
marijuana,  mariiuana  products,  mariiuana  extract.s.  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 

16.  Nothing  in  this  section  shall  he  construed: 

( 1 )  Co  amend  or  affect  in  any  way  anv  state  or  federal  law  pertaining  lo  employment  matters; 

(2)  'I'o  amend  or  affect  in  anv  way  anv  state  or  federal  law  pertaining  to  landlord-tenant  matters: 

(3)  To  amend  or  affect  in  any  way  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 
possession,  or  use  of  marijuana  on  such  real  properly: 

(4)  '['o  amend  or  affect  in  anv  way  any  state  law  pertaining  to  the  operation  of  a  vehicle,  watercratl.  aircraft, 
railroad  train,  or  anv  similar  device  while  using  or  under  the  influence  of  marijuana: 

(5)  l  o  require  a  person  to  violate  a  federal  law;  or 

(6)  To  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

1 7.  If  any  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases, 
and  words  of  this  section  shall  not  he  alTected.  To  that  end,  the  subsections,  paragraphs,  phrases,  and  words  of  this  section  arc 
intended  lo  be  severable.  It  is  hereby  declared  to  be  ihe  intent  of  this  section  that  each  and  every  subsection,  paragraph,  phrase, 
and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  ofthe  subsections,  paragraphs,  phrases. 
or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

18.  "Ihe  provisions  of  subsections  2.  3.  4.  6.  7.  9.  10.  II.  12.  13.  14.  \5,  16.  17.  and  18  of  this  section  and  paragraphs  ( 1 ). 
(2).  and  (5)  of  subsection  5  of  this  section  shall  become  effective  on  .lanuan  1.  2015.  The  provisions  of  subsections  1  and  8  of 
this  section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this  sectitm  shall  become  elTeclive  on  June  I.  201     All  state  laws 
that  are  inconsistent  with  anv  provision  of  paragraph  ( I ).  (2).  or  (5)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full 
force  and  effect  on  and  after  January  I.  2015.  All  state  laws  that  are  inconsistent  with  any  provision  of  subsections  I  or  8  of 
this  section  or  paragraph  ( 3 )  or  (4)  of  subsection  5  t)f  this  section  shall  no  longer  remain  in  full  force  and  elTect  on  and  after 
June  I.  2015.  All  ofthe  provisions  of  this  section  shall  be  self-enforcing. 


Jason  Kander 


JAMKSC.  KiRKl'ATRU  K 
JJTATK  IN1-()RMATI()N  Ckntfr 
(S73) 751  4936 


Sec:rktary  of  State 
State  oh  Missouri 


ELF.cmoNS  Division 
(573)751-2301 


December  13,  2013 


RECEIVED 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


DEC  1  3  2013 


STATE  AUDITORS  OFFICE 


Jefferson  City,  MO  65101 

RE:      Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I,  version  18  (2014-087) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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RECFr.'EO  County 

Page  No.  

It  is  a  class  A  misdemeanor  punishable.  notv^^J^QjSg  \^  prBvisiiks  ^Aection  560.02 1 .  RSMo.  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  In  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  Ibr  the  same  election,  or  to  sign  a  petition  vyiiun  such  person  knows  he  or  she  is  not  a  registered  voter. 

^;>NrtlAT!VE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis). 

respccll'ully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  stale  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4'*'  day  of  November.  20 14.  and  each  for  himsell 
or  herself  says:   I   have  personally  signed  this  petition:  I  am  a  registered  voter  of  the  state  of  Miss<iuri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  1  live  are  correctly  written  after  my  name. 

(SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF   I, 

 ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMR 
(Signatun:) 

Date 
Signed 

REGISTERED  VOTING  ADDRESS 
(Sircel.  No  PO  Boxes)        (City.  Town  or  Village) 

Zip 
Code 

Cong 
Dist 

NAME 
(Printed  or  T\ped) 

1. 

/  / 

2 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  ' 

8. 

/  / 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Aniant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 
Address  of  Notary: 

Notary  Public  (Seal)   

My  commission  expires  


\^~(X\ 

NOTICE:  You  arc  advised  that  the  proposed  eonstitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
he  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  ot 
Missouri—  Sections';.  10.  14,  15.31  &  32  of  Articlcl;  Sections  36.  39  &  39(a)  of  Article  III:  Sections  7.  12.  15.22.23.27(a) 
&  48  of  Article  IV;  Sections  14,  18  &  24  of  Article  V;  Section  18(d)  of  Article  VI:  Section  I  and  4  of  Article  VII:  Sections  2  of 
Article  VIII:  Sections  3(a).  7.  and  9(b)  of  Article  IX;  Sections  I,  2.  3.  4(a).  6.  10(b).  17.  18.  18(e).  19.  20  &  24  of  Article  X: 
and  Section  2(b)  of  Article  XII. 

Be  ii  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  he  amended: 
One  new  section  is  adopted  to  be  known  as  Article  1.  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twenty-one  years  shall  have  the  ripht  to  cnj^age  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  poods  from  hemp,  subject  to  reast)nable  reaulations  adopted  by  the  state 
government  pursuant  to  this  section. 
2.  The  purpt)ses  of  this  section  arc: 

( 1 )  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  mariiuana.  and  achieve  other  important  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  marijuana  producers,  distributors,  and  retailers: 

(2)  To  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  of  marijuunu  within  this  state: 

(3)  To  prevent  the  produLtion.  sale,  distribution,  and  recreational  consumption  of  mariiuana  by  those  under 
twenty-one  years  of  age,  as  the  consumption  ol' mariiuana  poses  particular  hazards  to  minors,  whose  brains  are  .still  in  a  state  of 
development: 

(4)  To  legalize  under  state  law  the  use  of  mariiuana  by  individuals  who  are  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  ma\  provide  a  medical  bcncllt  to  Ihcm: 

(5)  To  raise  tax  re\enue  from  the  production  and  sale  of  mariiuana.  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  firefighter  pensions  and  retirement  plans,  for  elementary,  secondary  ,  and  higher  education,  lor  the 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  mariiuana  authorized  by  this  section: 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  mariiuana: 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  mariiuana  by  persons  twenty- 
one  years  of  age  and  older:  and 

(8)  I'o  legalize  under  state  law  the  delivery  ol"  marijuana  bv  persons  twentv-one  years  of  age  and  older  to  persons 
twenty-one  years  of  age  and  older. 

3^         The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

(1)        Prevent  the  distribution  ol"  mariiuana  to  persons  under  twenty -one  years  of  age: 

Prevent  revenue  from  the  sale  ol" mariiuana  [rom  going  to  criminal  enterprises,  gangs,  and  cartels; 

iif        Prevent  the  diversion  of  mariiuana  from  this  .state  to  other  states: 

[4}        Prevent  mariiuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
traOlcking  of  other  illegal  drugs  or  other  illegal  activity; 

(5>        Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  mariiuana; 

(&        Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 
the  use  of  mariiuana: 

(7)        Prevent  the  growing  of  mariiuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
(X)sed  by  mariiuana  production  on  public  lands: 

(  8)        Prevent  the  ptis.session  and  use  of  mariiuana  on  federal  property  ;  and 

fsft        Prevent  ihc  marketing  and  ad\crtiscmenl  of  marijuana,  mariiuana  products,  marijuana  extracts,  mariiuana 
paraphernalia,  or  mariiuana  usage  to  those  under  twenty -one  \curs  of  age. 

4.         Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  mariiuana 
products,  mariiuana  extracts,  or  mari  juana  paraphernalia  other  than  lor  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  Ihe  transfer  from  one  perstin  to  another  of  mariiuana.  mariiuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entitv"  includes  a  corporation,  professional  corporation,  nonprofit  cor[x>ration.  cooperative  corporation. 
pfx>fit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  ioint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency . 

((')  "Pair  market  sale"  mean.s.  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purcha.se  price  of  the 
product  is  not  less  than  the  price  that  a  willing  .seller  yvould  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
eompefition  with  other  similar  products. 

121        "Household  exemption  limits"  means,  at  any  given  time: 

(a)  Six  mariiuana  plants  and  twelve  ounces  of  u.sabic  mariiuana; 

(b)  Sixteen  ounces  of  mariiuana  products  in  solid  form;  and 

(c)  Seventy-tyvo  ounces  of  mariiuana  products  in  liquid  form. 

"Industrial  hemp"  means  Cannabis  Sativa  1..  containing  no  greater  than  one  percent  tetrahydrocannabinol. 
(2J        "Ijcense"  means  any  license,  pemiit.  registration,  consent,  or  authorization  issued,  granted,  given,  or 
ollieryvise  made  available  bv  or  under  the  authority  of  any  state  or  local  governmental  body,  agency,  or  olTicial. 

( 10)  "Licensee"  means  any  person  who  holds: 
(a)        A  mariiuana  license:  or 

Ihl        A  license  issued  bv  any  slate  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 

(11)  "Manufacture"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  marijuana 
paraphernalia  or  of  mariiuana.  mariiuana  products,  or  mariiuana  extracts,  either  directly  or  by  extraction  from  substances  ol" 
nalural  origin,  or  independently  bv  means  orchcmical  synthesis,  or  bv  a  combination  of  cxlraclion  and  chemical  synthcsi.s.  and 
includes  any  packaging  or  repackaging  of  the  substance  or  labeling  or  relabeling  of  its  container. 

( 12)  "Mariiuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  groyving  or 
not,  other  than  mariiuana  extracts. 


(13)       "Mariiuana  extract"  means  a  product  ohlained  by  separating  resins  from  mariiuana  hv  solvent  exlraction. 
usiniii  solvents  other  than  water,  vepctahle  iiilvcerin.  plant  oils,  and  dairy  products,  such  as  huianc.  hevane.  is<^propyl  alcohol, 
elhanol.  and  carbon  dioxide. 

( 141       "Mariiuana  license"  means  a  license  issued  by  the  div  Ision  lor  the  purchase,  sale,  manufacturinp.  production, 
processinp.  transportation,  or  delivery  ^>f  mariiuana.  mariiuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia. 

( l.^)      "Mariiuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  ol  anv  kind  which  are 
used,  intended  lor  use,  or  dcsiuned  for  use,  in  planting,  propagatine.  cultivatinp.  prowin^;.  harvesting,  manufacturinp. 
compounding,  converting,  producint;.  processing,  preparing,  storing,  containing,  concealing,  inuestine.  inhaling,  or  otherwise 
introducing  into  the  human  bodv  marijuana,  marijuana  products,  or  mariiuana  extracts. 

( 16)  "Marijuana  products"  means  products  that  cdiKain  mariiuana  or  mariiuana  extracts  and  arc  intended  for 
human  consumption.  Marijuana  products  docs  not  mean  marijuana  bv  itself,  or  a  mariiuana  extract  by  itself. 

( 17)  "Marijuana  retailer"  means  a  person  who  sells  marijuana,  marijuana  products,  mariiuana  extracts,  or 
mariiuana  paraphernalia  to  a  consumer  in  this  stale. 

( 18)  "Person"  includes  any  individual  or  entity. 

( I'))      "Person  twentv-one  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty-one 
years  of  age  holds  a  direct  or  indirect  interest. 

(20)  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
mariiuana.  mariiuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia. 

(21)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rot^ms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amu.sement.  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(22)  "Slate  law"  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 
(2.1)      "  l  ax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  prollt.  personal  property,  sales. 

use.  Iransler.  value  added,  concession,  add  on  minimum,  or  other  lax,  fee,  assessment,  lew,  tariff,  charge,  or  duty  of  any  kind 
w  hatsoever  imposed,  assessed,  or  collected  bv  or  under  the  aulhoriiy  of  any  governmental  bt)d\. 

(24)      "Usable  mariiuana"  means  dried  marijuana  tliuvers  and  dried  marijuana  leaves,  and  any  mixture  or 
preparation  theret)!'. 

5.  I-Acept  as  otherwise  provided  in  this  section,  no  state  law  shall: 

( 1 )  Prohibit  the  possession  or  use  of  marijuana,  marijuana  products,  marijuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twenty-one  years  ol'age  and  t)ldcr; 

(2)  Prohibit  the  transportation  or  delivery  of  marijuana,  marijuana  products,  mariiuana  extracts,  or  marijtiana 
paraphernalia  by  persons  twentv-one  years  of  age  and  older  to  persons  twentv-one  years  of  age  and  older: 

Q}        Prohibil  the  purchase,  sale,  manufacuiring.  production,  and  processing  of  marijuana,  marijuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia  by  persons  twenty-one  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  anv  purciiase.  sale, 
manufacturing,  production,  processing,  transportation.  dcli\er\.  possession.  t)r  use  of  mariiuana.  marijuana  products,  marijuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  pos.session.  or  use  is  lawful  under  state  law. 

Notwithstanding  subsection  5  of  this  section,  a  slate  law  may: 

( 1 )  Prohibil  the  importation  and  exportation  of  mariiuana.  marijuana  products,  and  mariiuana  extracts  into  and 
from  this  state: 

(2)  Prohibit  the  purchase,  sale,  manufacturinp.  production,  processing,  or  delivery  of  mariiuana.  marijuana 
products,  and  mariiuana  extracts  in  or  on.  or  within  one  thousand  feet  of.  real  properly  comprising  a  public  or  private 
elementary  or  sec(indarv  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
atlended  primarily  by  individuals  under  twenty-one  years  of  age: 

{})        Prohibit  the  operation  of  a  vehicle,  watercrall.  aircrall.  railroad  train,  or  any  similar  device  while  using  or 
under  the  influence  of  marijuana: 

(4)  Prohibil  the  u.se  of  marijuana,  mariiuana  products,  and  marijuana  extracts  in  a  public  place,  provided 
however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction: 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
marijuana,  marijuana  products,  and  marijuana  extracts  by  any  person  that  does  not  comply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section: 

(6)  Classify  the  penalties  for  violations  of  such  laws: 

(7)  Impose  an  exci.se  tax  on  the  llrst  fair  market  sale  of  all  mariiuana  produced  in  this  stale  at  a  rate  not  less  than 
lllleen  percent  and  not  more  than  thirty  percent  of  the  purchase  price.  I  he  additional  exci.se  tax  revenue  authorized  by 

this  section  shall  not  he  part  of  the  "total  state  revenue"  within  the  meaning  of  sections  1 7  and  18  of  article  X  of  this 
constilulitm.  nor  subject  to  additional  voter  approval  under  section  18(e)  of  article  X  of  this  constitution  In  addition.  Ihe 
expenditure  of  this  additional  revenue  shall  not  be  an  "expense  of  state  government"  under  section  20  of  article  X  of  this 
atnstitulion. 

7.         Subject  t(^  the  provisions  of  subsection  8  of  this  section,  on  or  before  June  1 .  2015.  Ihe  division  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  and  use  of  marijuana,  mariiuana  products,  mariiuana  extracts,  and  marijuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  lo  obtain  a  mariiuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  mariiuana.  marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia: 

(2)  Provide  for  ihe  collection  of  the  excise  lax  provided  in  paragraph  7  of  subsection  6  of  this  section: 

Qj        Provide  for  the  enforcemeni  of  such  law  s  and  for  the  examination  and  inspection  of  Ihe  books,  records,  and 
premises  of  licensees: 

(4)  Regulate  the  advertising  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  and  marijuana  paraphernalia: 

(5)  Provide  for  the  receipt  and  transfer  of  all  funds  received  by  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)  First,  lo  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  lo  carrv 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  rea.sonable  working  cash  balance 
for  the  purpose  of  carry  ing  out  such  obligations: 

(b)  Next,  the  remainder  of  such  funds,  lo  such  specific  transferees  as  the  general  assembly  may 
determine,  for  the  following  purposes:  ( i  I  for  stale  and  local  law  enforcemeni  and  llrellghler  pensions  and  retirement 
plans.  Iwentv-five  percent:  (ii)  for  public  insiilutions  of  elementary  and  secondary  education,  twenty-nve  percent:  (iii) 
for  mental  health  and  substance  abuse  programs,  twenty  percent:  (iv)  for  cities  and  counties,  fifteen  percent:  and  (v) 
for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  in.stitutions.  fifteen  percent:  and 


(c)  All  moneys  appropriated  by  the  general  assembly  from  the  excise  taxes  authorized  in  paragraph  7  ol 
subsection  b  ol  this  section  shall  proyidc  additional  Hinds  for  the  purposes  enumerated  above  and  not  replace  existinp 
funding. 

(6)        Limit  the  amount  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time,  provided  however  that  the  penalty  lor  violation  of  such  law  may  not  exceed  thai  for  an 
infraction  for  the  first  violation  and  a  misdemeanor  for  any  second  or  subsequent  violation. 
8^         No  state  law  or  combination  of  state  laws  shall: 

UQ        Except  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  tax  on  marijuana, 
marijuana  products,  marijuana  extracts,  or  transactions  involving  marijuana,  marijuana  products,  or  marijuana  extracts  that  is 
not  imposed  on  other  products  generally: 

(2)  Limit  the  amounts  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

(a)        Six  marijuana  plants  and  twelve  ounces  of  usable  marijuana: 

(Vi        Sixteen  ounces  of  marijuana  products  in  solid  form: 

idi        Seventv-two  ounces  of  marijuana  products  in  liquid  form:  and 

(d)  One  ounce  of  marijuana  extracts. 

(3)  Limit  the  aggregate  number  of  licensees  that  may  hold  marijuana  licenses  or  the  aggregate  number  of 
marijuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  marijuana  retailers  in  a  count^  may  be 
limited  to  no  fewer  than  one  marijuana  retailer  per  2.500  inhabitants  in  such  county,  according  to  the  most  recent  census  of  the 
Linited  States: 

(4)  Limit  the  number  of  marijuana  licenses  that  may  be  granted  to  or  held  by  the  same  person: 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  dilTerent  types  of  marijuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state: 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating  any  marijuana-related  offense  that  has  been 
expunged; 

(8)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  marijuana- 
marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia: 

(9)  Require  a  consumer  twenty-one  vcars  of  age  or  older  to  obtain  any  license  to  purchase  marijuana,  marijuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  from  a  licensed  mariiuana  retailer: 

( 10)  Require  an  individual  twentv-one  years  of  age  or  older  to  obtain  any  license  to  deliver  marijuana,  mariiuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  for  no  consideration  to  an  individual  tw  enty -one  years  of  age  or  older 

iii 

(a)  The  marijuana,  mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia  were  purchased 
from  a  licensed  marijuana  retailer:  or 

(b)  I'he  mariiuana  or  marijuana  products  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  with  paragraph  (12)  of  this  subsection: 

(11)  Require  any  marijuana  retailer  to  record  the  name  or  ans  other  personally  identifiable  information  of  any 
consumer  twentv-one  years  of  age  or  older: 

( 12)  Require  a  person  twentv-one  vcars  of  age  or  older  to  oblain  an^  license  or  pav  any  tax  to  manufacture  or 
process  marijuana  or  marijuana  products  at  a  household  for  noncommercial  personal  use  il'the  aggregate  amounts  of  such 
marijuana  and  marijuana  products  at  the  household  do  not  exceed  the  household  exemption  limits:  or 

( 13)  Provide  that  the  penalty  lor  manufacturing  more  than  the  number  of  mariiuana  plants  that  may  be 
manufactured  without  a  license  under  paragraph  ( 12)  of  this  subsection  may  not  exceed  that  for: 

(a)  An  infraction,  if  the  \  iolation  is  a  llr.st  violation  and  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license: 

(b)  A  misdemeanor,  if  the  violation  is  a  first  violation  and  the  number  of  marijuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license:  or 

(c)  A  miiidemeanor.  if  (i)  the  violation  is  a  second  violation:  (ii)  with  respect  to  the  first  violation,  the 
number  of  marijuana  plants  was  not  more  than  double  the  number  of  mariiuana  plants  that  may  be  manufactured 
without  a  license:  and  (iii)  with  respect  to  the  second  \iolation.  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license:  or 

( 14)  Make  the  ownership  or  operation  of  a  licen.scd  business  that  manufactures,  produces,  or  delivers  mariiuana. 
marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia  in  this  state  st)  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

9.  On  or  before  June  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  as.scmbly  may  enact 
laws,  that: 

Li)        Permit  individuals  with  a  medical  condition  who  ma\  benefit  from  the  medical  use  of  marijuana,  marijuana 
products,  and  marijuana  extracts  to  be  able  to  discuss  freely  with  their  doctors  the  possible  risks  and  benefits  of  medical 
marijuana  use  and  to  have  the  benefit  of  their  doctor's  professional  advice: 

(2)  Permit  individuals  suffering  from  a  medical  condition  to  be  allowed  to  use  mariiuana.  mariiuana  products, 
and  marijuana  extracts  without  being  subject  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use:  and 

(3)  Provide  that  no  individual  under  eighteen  vcars  of  age  shall  be  allowed  to  use  mariiuana.  marijuana  products, 
or  marijuana  extracts  for  medical  purpo.scs  unless  the  individual's  custodial  parent  or  legal  guardian  with  respt)nsibility  for  the 
indiv  idual's  health  care  decisions  consents  to  such  u.se. 

10.  No  licensed  doctor  may  be  subiected  to  any  criminal  or  civil  penalty,  or  to  any  discipline  by  any  state  licensing 
division,  board,  or  commission,  for: 

LU        Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagnosed  bv  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  t)f  marijuana  or  that  the 
medical  use  of  mariiuana  may  mitigate  the  symptoms  or  effects  ol  the  person's  medical  condition,  provided  the  advice  is  based 
on  the  doctor's  personal  a.ssessment  of  the  person's  medical  history  and  current  medical  condition:  or 

t2J        Providing  any  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 
J_L        I  he  division  is  directed  and  authorized  to  enl"t)rce.  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 

12.        I'he  department  is  directed  and  authorised  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  w  ith  this  section. 

12^        "I  hc  general  assembly  may  enact  laws  that  control,  regulate,  and  tax  the  manufacture,  production,  and  delivery  of 
indu.strial  hemp.  Any  additional  tax  revenue  authorized  bv  this  section  on  the  manufacture,  production  and  delivery  of 
industrial  hemp  shall  not  be  part  of  the  "total  state  revenue"  within  the  meaning  of  sections  17  and  18  of  article  X  of  this 
con.stitution.  nor  subject  to  additional  voter  approval  under  .section  1 8(c)  of  article  X  of  this  constitution.  In  addition,  the 


expenditure  ol  am  iiJdilional  revenue  shall  not  he  an  "expense  ol  state  povcmment"  under  section  20  of  article  X  ol'this 
constitution. 

14.        No  contract  shall  he  unenforceable  on  the  basis  that  manulacturinfi.  producinp.  delivering,  possessing,  or  usin^ 
marijuana,  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 
\5.        Nothing  in  this  section  shall  be  construed: 

( 1 )  To  amend  or  alTect  in  any  wav  anv  state  or  federal  law  pertaining  to  employment  matters: 

(2)  "I  o  amend  or  alTect  in  any  way  any  state  or  federal  law  pertaining  to  landlord-tenant  matters: 

^^)        To  amend  or  affect  in  any  wav  anv  state  or  federal  law  that  permits  an  owner,  les.sor.  or  lessee  of  real 
property  or  anv  other  person  who  has  a  legal  estate  in  real  property  from  pnihihitinu  the  manufacture,  production,  delivery . 
possession,  or  use  of  marijuana  on  such  real  property: 

(4)  To  amend  or  affect  in  any  way  any  stale  law  pertaining  to  the  operation  of  a  vehicle,  watercraft.  aircrafl. 
railroad  train,  or  un>  similar  device  while  using  or  under  the  inlliience  of  mariiuana: 

(5)  To  require  a  person  to  violate  a  federal  law:  or 

(6)  To  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

16.  If  anv  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  anv  and  all  other  subsections,  paragraphs,  phrases, 
and  words  of  this  section  shall  not  be  affected.  To  that  end,  the  subscction.s.  paragraphs,  phrases,  and  words  of  this  section  are 
intended  to  he  severable.  It  is  hereby  declared  to  be  the  intent  of  this  section  that  each  and  every  subsection,  paragraph,  phrase, 
and  word  of  this  section  would  ha\e  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  ol'this  section  is  held  unconstitutional,  void,  or  illegal. 

17.  Ihe  provisions  of  subsections  2. .^.4.  6.  7.9.  10.  II.  12.  1.1.  14.  15.  16.  and  1 7  of  this  section  and  paragraphs  ( I ).  (2). 
and  (.S)  of  sub.section  5  ol'this  section  shall  become  effective  on  January  I.  2015.  I  he  provisions  of  subsections  1  and  X  of  this 
section  and  paragraphs  (3 )  and  (4)  of  subsection  5  ol'this  section  shall  liecome  effective  on  June  1 .  2015.  Ail  state  laws  thai  are 
inconsistent  with  an\  provision  of  paragraph  ( I ).  (2).  or  (5)  of  subsection  5  of  this  .section  shall  no  longer  remain  in  full  force 
and  effect  on  and  after  January  I.  2015.  All  state  laws  that  are  inconsistent  with  any  provision  of  subsections  I  or  X  of  this 
section  or  paragraph  (.1)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after  June  I. 
2015.  All  of  the  provisions  of  this  section  shall  he  self-enforcing. 


I 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


The  Honorable  Tom  Schweich 
State  Auditor 


December  13,2013 


OEC  1 3  20,3 


State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  I,  version  19  (2014-088) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 1 0 1 
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County  

Page  No. 


It  is  a  class  A  misdemeanor  punishable.  not*wjljln.lBi>t|Hia  Ae  pfOTisfjMi^^' section  560.02 1 ,  RSMo.  to  the  contrary,  lor  a  term  of 
imprisonment  not  to  exceed  one  year  in  thrciynW^rfil  ora  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  lor  the  same 
measure  for  the  same  election,  or  to  sign  a  petition -when  such  person  Knows  he  or  she  is  not  a  registered  voter. 

j^^lTlATIVE  l*ETITION 

To  the  Honorable  Jason  Kander.  Secretary  of  State  for  the  state  of  Missouri: 


We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis). 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4'''  day  of  November,  2014.  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition:  I  am  a  registered  voter  of  the  stale  of  Mi.ssouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  I  live  are  correctly  written  after  my  name. 

I  (SPACE  RESERVED  FOR  OFFICIAL  BALLO  f  TITLE] 


CirtCULA TOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COLrNTY  OF 


teing  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(.Signature) 

Dale 
Signed 

REGISTliRED  VOTING  ADDRESS 
(Streel.  No  PO  Boxes)       (City,  Town  or  Village) 

Zip 
Code 

Cong 
Dist 

NAME 
(Primed  or  Typed) 

I. 

/  / 

■> 

/  / 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

<). 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1  believe  that  each 
has  staled  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  state  of  Missouri  and  County. 

!of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 
 ,  A.D.  


Notary  Public  (Seal) 
My  aimmission  expires 


Signature  of  Notary 
Address  of  Notary: 


NOTICE:  You  arc  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri—  Sections  9.  10,  14.  15.  31  &  32  of  Article  I;  Sections  36.  39  &  39(a)  of  Article  111:  Sections  7.  12.  15.  22.  23.  27(a) 
&  48  of  Article  IV;  Sections  14.  18  &  24  of  Article  V;  Section  18(d)  of  Article  VI;  Section  1  and  4  of  Article  VII:  Sections  2  of 
Article  VIII:  Sections  3(a).  7.  and  9(b)  of  Article  IX;  Sections  1,2.  3. 4(a).  6.  10(b).  17.  18.  18(e).  19.  20  &  24  of  Article  X: 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  slate  of  Missouri  that  the  Constitution  he  amended: 
One  new  section  is  adopted  to  be  known  as  Article  1,  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twentv-onc  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  mariiuana  and  the  manufacture  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state 
government  pursuant  to  this  section. 
2»,        The  purposes  of  this  section  are: 

(1)  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  mariiuana  in  order  to 
combat  illegal  underage  use  of  mariiuana.  and  achieve  other  important  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  niariiuanu  producers,  distributors,  and  retailers: 

(2)  l  o  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  of  mariiuana  within  this  state; 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  mariiuana  by  those  under 
twenty-one  years  of  age,  as  the  consumption  of  mariiuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of 
development: 

(4)  "lo  legalize  under  state  law  the  use  of  mariiuana  by  individuals  who  are  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  may  provide  a  medical  bcnellt  to  them; 

(5)  To  raise  tax  revenue  from  the  production  and  sale  of  marijuana,  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  firetlghter  pensions  an  J  retirement  plans,  for  elementary,  secondary  ,  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purpo.ses  of 
enl'orcing  regulations  upon  the  sale  and  distribution  of  mariiuana  authorized  by  this  section; 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  marijuana: 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  mariiuana  by  persons  twentv- 
one  years  of  age  and  older:  and 

(8)  To  legalize  under  state  law  the  delivery  of  mariiuana  by  persons  twenty-one  years  of  age  and  older  to  persons 
twenty-one  years  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

(1)        Prevent  the  distribution  of  mariiuana  to  persons  under  twenty-one  years  of  age: 

Prevent  revenue  from  the  sale  of  mariiuana  from  going  to  criminal  enterprises,  gangs,  and  cartels: 
Pfi'       Prevent  the  diversion  of  marijuana  from  this  state  to  other  states: 

f4^        Prevent  marijuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
trafllcking  of  other  illegal  drugs  or  other  illegal  activity; 

(5)        Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  mariiuana; 

fi^)        Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  a.ssociated  with 
the  use  of  marijuana: 

(7)  Prevent  the  growing  of  mariiuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  by  mariiuana  production  on  public  land.s: 

(8)  Prevent  the  pos.session  and  use  of  mariiuana  on  federal  property:  and 

Preveiu  ihe  marketing  and  advertisement  of  marijuana,  niariiuanu  products,  marijuana  extracts,  mariiuana 
paraphernalia,  or  marijuana  usage  to  those  under  twentv-onc  years  ol'agc. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  individual  \\\w  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  mariiuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivers"  means  the  transfer  from  one  person  to  another  of  mariiuana.  mariiuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation- 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  ioint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

(6)  "E.xpungcable  mariiuana  offense"  means: 

(a)  The  manufacture,  production,  possession,  or  use  of  mariiuana.  mariiuana  products,  mariiuana 
extracts,  or  mariiuana  paraphernalia:  or 

(b)  The  delivery,  possession  with  intent  to  deliver,  or  trafficking  of  mariiuana.  mariiuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twenty -one  years  of 
age  or  older  at  the  time  of  the  offense. 

(7)  "Fair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  any  given  time: 

(a)  Six  mariiuana  plants  and  twelve  ounces  of  usable  marijuana: 

(b)  Sixteen  ounces  of  mariiuana  products  in  .solid  form;  and 
(e)        Seventy-two  ounces  of  mariiuana  products  in  liquid  form. 

"Industrial  hemp"  means  Cannabis  Sativa  1  -.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 
( 10)      "License"  means  any  license,  permit,  regi.stration.  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  by  or  under  the  authority  of  any  state  or  local  governmental  body,  agency,  or  official. 
(ID       "Licensee"  means  anv  person  who  holds: 

(a)        A  mariiuana  license;  or 

(bj        A  license  issued  by  any  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


( 12)       "Manufacture"  means  the  production,  preparation,  propagation,  gtmpounding  or  processing  ot  mariiuana 
paraphernalia  or  ol" marijuana,  marijuana  products,  or  marijuana  extracts,  either  directly  or  by  extraction  from  substances  of 
natural  oriuin.  or  independently  hv  means  of  chemical  synthesis,  or  hv  a  combination  of  extraction  and  chemical  synthesis,  and 
includes  any  packapinji  or  repackaging  of  the  substance  or  labeling  or  relabeling  of  its  container. 

( 1-^)       "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  anv  species  or  form  thereof,  whether  growing  or 
not,  other  than  mariiuana  extracts. 

( 14)  "Marijuana  extract"  means  a  product  obtained  by  separating  resins  from  mariiuana  by  solvent  extraction, 
using  solvents  other  than  water,  vegetable  glycerin,  plant  oils,  and  dairy  products,  such  a.s  butane,  hexane.  isopropyl  alcohol, 
ethanol.  and  carbon  dioxide. 

( 15)  "Marijuana  license"  means  a  license  issued  by  the  division  for  the  purchase,  sale,  manufacturing,  production, 
processing,  transptirtalion.  or  delivery  of  mariiuana.  marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia. 

( 16)  "Marijuana  paraphernalia"  means  all  equipmenl.  products,  substances  and  materials  t)f  any  kind  which  are 
used,  intended  for  use,  or  designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing, 
compounding,  converting,  producing,  processing,  preparing,  storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise 
introducing  into  the  human  bodv  marijuana,  marijuana  products,  or  mariiuana  extracts. 

( 17)  "Mariiuana  products"  means  products  that  contain  mariiuana  or  marijuana  extracts  and  are  intended  for 
human  consumption.  Marijuana  products  docs  not  mean  marijuana  by  itself,  or  a  mariiuana  extract  by  itself. 

( IX)      "Mariiuana  retailer"  means  a  person  who  sells  marjiuana.  marijuana  products,  marijuana  extracts,  or 
mariiuana  paraphernalia  to  a  consumer  in  this  slate. 

( l*>)       "Person"  includes  any  individual  or  entity. 

(20)  "Person  twenty-one  years  of  age  and  older"  includes  anv  entity  in  which  no  individual  under  twenty-one 
years  of  age  holds  a  direct  t)r  indirect  interest. 

(21 )  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(2.'^)       "Stale  law"  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  "Tax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  proHt.  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  lax,  fee,  as.sessment.  lew,  tariff,  charge,  or  duty  of  anv  kind 
whatsoever  impo.sed.  assessed,  or  collected  bv  or  under  the  authority  of  any  governmental  bodv. 

(25)  "Usable  mariiuana"  means  dried  marijuana  llovvers  and  dried  marijuana  leaves,  and  anv  mixture  or 
preparation  thereof. 

5.  F-xcept  as  otherwise  provided  in  this  section,  no  state  law  shall: 

( 1 1        Pmhihit  the  po.ssession  or  use  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  bv  persons  twenty -one  years  of  age  and  older; 

(2)  Prohibit  the  transportation  or  delivery  of  mariiuana.  marijuana  products,  mariiuana  extracts,  or  mariiuana 
paraphernalia  bv  persons  IwentVH^nc  years  of  age  and  older  to  persons  lwenly-(>ne  years  of  age  and  older: 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products. 
mariiuana  extracts,  or  marijuana  paraphernalia  bv  persons  twenlv-tme  years  of  age  and  older: 

(4)  Prt)hibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  anv  purcha.se.  sale, 
manufacturing,  production,  processing,  transpt^rtation.  delivery  ,  po.ssession.  or  use  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 

6.  Notwithstanding  subsection  5  ()f  this  section,  a  slate  law  may: 

( 1 )  Prohibit  the  importation  and  exportation  of  marijuana,  marijuana  product.s.  and  marijuana  extracts  into  and 
from  this  .state: 

(2)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery  of  marijuana,  marijuana 
products,  and  mariiuana  extracts  in  or  on.  or  within  one  thousand  feet  of.  real  property  comprising  a  public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  by  individuals  under  twentv-one  years  of  age; 

(.1)        Prohibit  the  operation  of  a  vehicle,  watercraft.  aircraft,  railroad  train,  or  anv  similar  deyice  while  using  or 
under  the  inlluence  of  mariiuana; 

(4)  Prohibit  the  use  of  marijuana,  marijuana  products,  and  mariiuana  extracts  in  a  public  place,  provided 
however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction: 

(5)  Prohibit  the  purcha.se.  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
marijuana,  mariiuana  products,  and  mariiuana  extracts  by  any  person  that  does  not  comply  with  anv  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section: 

(6)  Classify  the  penalties  for  violations  of  such  laws; 

(7)  Impose  an  excise  tax  on  the  first  fair  market  sale  of  all  mariiuana  produced  in  this  slate  at  a  rate  not  less  than 
fifteen  percent  and  not  more  than  thirty  percent  of  the  purcha.se  price.  The  additional  excise  tax  revenue  authorized  bv 

this  section  shall  not  be  part  t)f  the  "total  state  revenue"  within  the  meaning  of  sections  17  and  18  of  article  X  of  this 
constitution,  nor  subiect  to  additional  voter  approval  under  section  18(e)  of  article  X  of  this  constitution.  In  addition,  the 
expenditure  of  this  additional  revenue  shall  not  be  an  "expense  of  state  government"  under  section  20  of  article  X  of  this 
constitution. 

7.  Subject  to  the  provisions  of  subsection  8  of  this  section,  on  or  bclorc  .lune  1 .  201 5.  the  division  shall  promulgate  rules 
and  regulations  that  control  and  regulale  the  purchase,  .sale,  manufacturing,  production,  processing.  transpt)rtation.  delivery, 
possession,  and  use  of  marijuana,  mariiuana  products,  marijuana  extracts,  and  marijuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to  obtain  a  mariiuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  marijuana,  mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia: 

(2)  Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section: 

(3)  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  bw)ks.  records,  and 
premises  olTicensees; 

(4)  Regulate  the  advertising  of  mariiuana.  mariiuana  products,  marijuana  extracts,  and  mariiuana  paraphernalia: 

(5)  Provide  Ibr  the  receipt  and  transfer  of  all  funds  received  by  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)        First,  to  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  to  carry 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations; 


(b)  Next,  the  remainder  ol'such  luiids.  to  such  specific  transferees  as  the  general  assembly  may 
determine.  Ibr  the  following  purposes:  (!)  lor  stale  and  local  law  cnrorccmcnl  and  Urcllghter  pensions  and  retirement 
plans,  twenty-live  percent:  (ii)  for  public  institutions  ofelemenlary  and  secondan  education.  iwenty-Hvc  percent;  (iii) 
for  mental  health  and  substance  abuse  programs,  twenty  percent:  (iv)  for  cities  and  counties.  Illleen  percent:  and  ( v) 
for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions.  11  fteen  percent:  and 

(c)  All  moneys  appropriated  by  the  general  assembly  from  the  excise  taxes  authorized  in  paranraph  7  of 
subsection  6  of  this  sectit)n  shall  provide  additional  funds  lor  the  purposes  enumerated  above  and  not  replace  existing 
funding. 

(6)        Limit  the  amount  of  mariiuana.  mariiuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time,  provided  however  that  the  penalty  for  violation  of  such  law  mav  not  exceed  that  Ibr  an 
infraction  for  the  llrst  yiolation  and  a  misdemeanor  for  any  second  or  subsequent  violation. 
8.         No  state  law  or  combination  of  slate  laws  shall: 

(1)  Kxcept  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  tax  on  mariiuana. 
mariiuana  products,  mariiuana  extracts,  or  transactions  inyolvina  mariiuana.  mariiuana  products,  or  mariiuana  extracts  that  is 
not  imposed  on  other  products  generally: 

(2)  Limit  the  amounts  of  marijuana,  mariiuana  products,  or  mariiuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

(al       Six  mariiuana  plants  and  twelve  ounces  of  usable  marijuana: 

(b)        Sixteen  ounces  of  mariiuana  products  in  solid  form: 

fiB>        Seyenty-two  ounces  of  mariiuana  products  in  liquid  form:  and 

(d)  One  ounce  ()f  mariiuana  extracts. 

(3)  Limit  the  agureuate  number  of  licensees  that  may  hold  mariiuana  licen.ses  or  the  aaareaate  number  of 
mariiuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  mariiuana  retailers  in  a  county  mav  be 
limited  to  no  fewer  than  one  mari  juana  retailer  per  2.500  inhabitants  in  such  county,  according  to  the  most  recent  census  of  the 
United  States: 

(4)  Limit  the  number  of  mariiuana  licenses  that  may  be  granted  to  or  held  bv  the  same  person: 

(5)  Prohibil  the  same  person  from  being  granted  or  holding  one  or  more  different  types  of  mariiuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state: 

(7)  Prohibit  a  person  from  being  granted  or  hoidint;  a  mariiuana  license  because  the  person  or  any  individual 
yvho  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating:  (i)  any  non-discretionarv  expungeabic 
marijuana  otVensc  in  paragraph  ( I )  or  (2)  of  subsection  (14)  of  this  section:  or  Iii)  any  mariiuana-related  offense  that  has  been 
expunged: 

(8)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  marijuana, 
mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia: 

(9)  Require  a  consumer  twenty-one  years  of  age  or  older  to  obtain  any  license  to  purchase  mariiuana.  mariiuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  from  a  licensed  mariiuana  retailer: 

( 10)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  deliver  mariiuana.  marijuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  for  no  consideration  to  an  individual  twenty-one  years  of  age  or  older 

iH 

(a)  The  mariiuana.  mariiuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia  were  purchased 
from  a  licensed  mariiuana  retailer:  or 

(b)  The  marijuana  or  marijuana  products  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  with  paragraph  ( 12)  of  this  subsection: 

(in       Require  any  marijuana  retailer  to  record  the  name  or  any  other  personally  identifiable  information  of  any 
consumer  twenty-one  years  of  age  or  older: 

( 12)  Require  a  person  twenty-one  years  of  age  or  older  to  obtain  any  license  or  pay  any  tax  to  manufacture  or 
process  mariiuana  or  marijuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
marijuana  and  mariiuana  products  at  the  household  do  not  exceed  the  household  exemption  limits:  or 

( 13)  Provide  that  the  penally  Ibr  manufacturing  more  than  the  number  of  mariiuana  plants  that  may  be 
manufactured  without  a  license  under  paragraph  ( 12)  of  this  subsection  may  not  exceed  that  tor: 

(a)  An  infraction,  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license: 

(b)  A  misdemeanor,  if  the  violation  is  a  first  yiolation  and  the  number  of  marijuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  marijuana  plants  thai  mav  be  manufactured  without  a  license:  or 

(c)  A  misdemeanor,  if:  (i)  the  violation  is  a  second  violation:  (ii)  with  respect  to  the  first  v  iolation.  the 
number  of  marijuana  plants  was  not  more  than  double  the  number  of  marijuana  plants  that  mav  be  manufactured 
without  a  license:  and  (iii)  with  respect  to  the  second  violation.  Ihc  number  ol  mariiuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  vvithoul  a  license:  or 

( 14)  Make  the  ownership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  mariiuana. 
marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

9;  On  or  before  June  1 .  20 1 5.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  may  enact 
laws,  that: 

(I)        Permit  individuals  with  a  medical  condition  who  may  benefit  from  the  medical  use o I' mariiuana.  mariiuana 
products,  and  mariiuana  extracts  to  be  able  to  discuss  freely  with  their  doctors  the  possible  risks  and  benefits  of  medical 
mariiuana  use  and  to  have  the  benefit  of  their  doctor's  professional  ads  ice: 

121        Permit  individuals  suffering  from  a  medical  condition  to  be  allowed  to  use  mariiuana.  mariiuana  products, 
and  marijuana  extracts  without  being  subject  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  u.se  may  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  arc  met  regarding  that  use:  and 

til  Provide  that  no  individual  under  eighteen  years  of  age  shall  be  allowed  to  use  mariiuana.  mariiuana  products, 
or  marijuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  lor  the 
individual's  health  care  decisions  consents  to  such  u.se. 

HL        No  licensed  doctor  may  be  subiected  to  any  criminal  or  civil  penalty,  or  to  any  discipline  by  any  state  licensing 
division,  board,  or  commission,  for: 

LU         Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagnosed  by  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  u.se  of  mariiuana  or  that  the 
medical  use  of  mariiuana  mav  mitigate  the  symptoms  or  effects  of  the  person's  medical  condition,  provided  the  advice  is  ba.scd 
on  the  doctor's  personal  a.sscssment  of  the  person's  medical  history  and  current  medical  condition:  or 

m        Providing  any  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 
IL        The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 


12.        The  department  is  direcled  and  authori/cd  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

Ji         The  general  assembly  mav  enact  laws  that  control,  rcuulate.  and  tax  the  manulbcture.  production,  and  delivery  of 
industrial  hemp.  Any  additional  tax  revenue  authorized  by  this  section  on  the  manufacture.  productit)n  and  delivery  oT 
industrial  hemp  shall  not  he  part  of  the  "total  stale  revenue"  within  the  meaning  of  sections  17  and  18  of  article  X  of  this 
constitution,  nor  subject  to  additional  voter  approval  under  section  18(c)  t)f  article  X  of  this  con.stitution.  In  addition,  the 
expenditure  of  any  additional  revenue  shall  not  be  an  "expense  of  state  government"  under  section  20  of  article  X  of  this 
constitution. 

14.  Convictions  of  marijuana  offenses  shall  be  cxpungeahle  as  follows: 

( 1 )  An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violatinp  any  expungeahle  marijuana  ofFense. 
and  who  was  twenty-one  years  of  age  or  older  at  the  time  of  the  olTensc.  mav  apply  to  the  court  in  which  he  or  she  was 
sentenced  for  an  order  to  expunge  all  ofllcial  records  of  his  or  her  arrest,  plea,  trial,  and  conviction,  lithe  court  determines, 
upon  review,  that  such  individual  has  plead  guilty  to  or  has  been  convicted  of  an  expungeahle  marijuana  olTense.  the  court  shall 
enter  an  order  of  expuncement.  An  individual  shall  be  entitled  to  one  or  more  expunucmcnts  pursuant  to  this  paragraph  ( I ). 

(2)  After  a  period  of  not  less  than  one  vear.  an  individual  who  has  plead  guiltv  to  or  has  been  convicted  of 
violatinp  any  expungeahle  marijuana  ofiense  for  the  first  time,  and  who  was  under  twenty-one  years  of  age  at  the  lime  of  the 
offense,  and  who  since  such  conviction  has  not  been  convicted  of  any  other  marijuana-related  offense,  may  apply  to  the  coun 
in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial  and  convicli(^n.  If 
the  court  determines,  upon  review,  that  such  individual  has  not  been  convicted  of  any  other  marijuana-related  (ilVense  at  the 
lime  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 

(3)  An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  \  iolating  any  expungeahle  marijuana  olTense 
that  is  not  expunncabie  under  paragraphs  ( I )  or  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced 
for  an  order  to  expunge  all  olllcial  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
that  an  expungement  is  in  the  interests  ol  justice,  the  court  may  enter  an  order  of  expungement.  An  individual  may  be  entitled 
U)  one  or  more  expungements  pursuant  to  this  paragraph  (3). 

(4)  The  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  individual  to  the  stalus  he  or  she 
occupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  evenl  had  never  happened.  No  individual  as  to  whom  such  order  ha.s 
been  entered  shall  be  held  thercalU'r  under  any  provision  of  any  law  to  be  guilty  of  perjury  or  otherwise  giving  a  false 
slalement  by  reason  of  his  or  her  failure  to  recite  or  acknoyvledge  such  arrest,  plea,  trial,  conviction  or  expungement  in  response 
to  any  inquiry  made  of  him  or  her  lor  any  purpose  yvhalsoever. 

No  contract  shall  be  unenforceable  on  Ihe  basis  that  manufacturing,  producing,  delivering,  pos.sessing.  or  using 
marijuana,  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  layy. 

16.  Nothing  in  this  scctit)n  shall  be  con.strued: 

( 1 )  To  amend  or  affect  in  any  yvay  any  state  or  federal  law  pertaining  to  employment  matters: 

(2)  To  amend  or  affect  in  any  way  any  state  or  federal  law  pertaining  to  landlord-tenant  matters: 

O)        To  amend  or  affect  in  any  way  any  state  or  federal  layv  that  permits  an  owner,  lessor,  or  lessee  ol" real 
property  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 
possession,  or  use  of  marijuana  on  such  real  property: 

(4)  I'o  amend  or  affect  in  any  way  anv  state  law  pertaining  lo  the  operation  of  a  vehicle,  watercraft.  aircraft. 
railroad  train,  or  anv  similar  device  yvhile  using  or  under  the  inlluence  of  marijuana; 

(5)  To  require  a  person  lo  violate  a  federal  law:  or 

(6)  To  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

17.  If  anv  subsections,  paragraphs,  phra.ses.  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases, 
and  yvords  of  this  section  shall  not  he  affected,  lo  that  end,  the  subsecti(^ns.  paragraphs,  phrases,  and  words  of  this  .section  are 
intended  to  be  severable.  It  is  hereby  declared  lo  be  the  intent  of  this  .section  that  each  and  every  subsection,  paragraph,  phrase, 
and  yyord  ol'this  section  yvould  have  been  adopted  regardless  ofyvhelher  one  or  more  of  the  subsections,  paragraphs,  phrases. 
or  yvords  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

15.  The  provisions  of  subsections  2.  3.  4.  6.  7.  *).  10.  II.  12.  13.  14.  15.  16.  17.  and  18  of  this  section  and  paragraphs  ( I ). 
(2).  and  (5)  of  subsection    of  this  section  shall  become  effective  on  January  I.  2015.  The  proy  isions  of  sub.seetions  I  and  8  of 
this  section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this  .section  shall  become  effective  on  June  I.  2015.  All  state  laws 
that  are  inconsistent  yvith  anv  provision  of  paragraph  ( I ).  (2).  or  (5)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full 
force  and  effect  on  and  after  January  I.  2015.  All  state  laws  that  are  inconsistent  yvith  any  provision  of  subsections  I  or  8  of 
Ihis  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after 
June  I.  2015.  All  of  the  provisions  of  this  section  shall  be  self-enforcing. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


RECEiVtD 

DEC  1  3  2013 


Elections  Division 
(573)751-2301 


December  13,  2013 


The  Honorable  Tom  Schweich 


STATE  AUDITORS  OFFICE 


State  Auditor 

State  Capitol  Building 

Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  I,  version  20  (2014-089) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  116.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 1 0 1 
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It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1,  RSMo.  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  v2ifl|i2sOSu>'|i2finf  nptifJ  ^^^d  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

I  o  the  I  lonorable  .lason  Kander,  Secretary  of  State  for  the  state  of  Mis.souri: 

We.  ihc  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis). 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri.  Ibr  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4""  day  of  November,  2014,  and  each  for  himself 
or  herself  says:  I   have  personally  signed  this  petition;   I  am  a  registered  voter  of  the  state  of  Missouri  ;ind 

 County  (or  city  of  St.  Louis);  niy  registered  voting  address  and  the  name  of  the  city,  town  or  village 

In  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RF.SERVED  FOR  OFFICIAL  BALLOT  TITLE] 


County  

Page  No.  


CIRCULAl  OR'S  AI  FIDAVI I  STATE  OF  MISSOURI.  COUNTY  OF  1. 

 .  being  llrst  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
iSicnulurel 

Date 

Signed 

RFGISTliRtD  VOTING  ADtJRliSS 
(Street.  No  PO  Roxcs)        (Cilv.  Town  or  Village) 

Zip 
Code 

Cong 
Oist 

NAMf-: 
(Printed  or  Typed) 

1. 

/  / 

2, 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

X. 

/  / 

y. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  slated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  stale  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Afllant 

Subscribed  and  .sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 
Address  of  Notary:  _ 

Notary  Public  (Seal)   


My  commission  expires 


NO  TICE:  You  arc  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modilV  by  implication,  the  follow  ing  provisions  of  the  Constitution  of 
Missouri—  Sections  9.  10.  14.  15.  31  &  32  of  Article  I;  Sections  36.  39  &  39(a)  of  Article  III;  Sections  7.  12,  15,  22.  23.  27(a) 
&  48  of  Article  IV;  Sections  14.  18  &  24  of  Article  V;  Section  1 8(d)  of  Article  VI;  Section  I  and  4  of  Article  VII;  Sections  2  t)f 
Article  VIII;  Sections  3(a),  7,  and  9(b)  of  Article  IX;  Sections  I.  2.  3, 4(a),  6.  10(b),  17,  18,  18(e).  19,  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  he  ameiuied: 
One  new  section  is  adopted  to  be  known  as  Article  I,  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twenty-one  years  shall  have  the  right  to  enaaae  in  the  production,  sale.  distributit)n.  and 
consumption  of  mariiuana  and  the  manufacture  of  poods  from  hemp,  subject  to  reasonable  regulations  adopted  bv  the  stale 
go\crnment  pursuant  to  this  section. 

2.  The  purposes  of  this  section  are: 

( 1 )  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  mariiuana  in  order  to 
combat  illegal  underage  use  of  mariiuana.  and  achieve  other  important  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  mariiuana  producers,  distributors,  and  retailers; 

(2)  To  eliminate  the  problems  caused  bv  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  of  mariiuana  within  this  state; 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  mariiuana  bv  those  under 
twenty-one  years  of  age,  as  the  consumption  of  mariiuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of 
development; 

(4)  To  legalize  under  state  law  the  use  of  tnariiuana  by  individuals  who  are  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  mav  provide  a  medical  bcnclll  to  Ihcm; 

(5)  To  raise  tax  revenue  from  the  production  and  sale  of  mariiuana.  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  firelighter  pensions  and  retirement  plans,  for  elementary,  secondary  ,  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  mari  juana  authorized  by  this  section; 

(6)  "l  o  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  mariiuana; 

(7)  To  legalize  under  slate  law  the  manufacture,  production,  possession,  and  use  of  mariiuana  by  persons  twenty - 
one  years  of  age  and  older;  and 

(8)  I'o  legalize  under  state  law  the  delivery  of  mariiuana  bv  persons  twenty-one  years  of  age  and  older  to  persons 
twenty-t)nc  years  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

( 1)        Prevent  the  distribution  of  mari  juana  to  persons  under  twenty-one  years  of  age; 

Qi        Prevent  revenue  from  the  sale  of  mariiuana  from  going  to  criminal  enterprises,  gangs,  and  cartels; 
Prevent  the  diversion  of  mariiuana  from  this  state  to  other  states; 

(i\        Prevent  mariiuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
trafllcking  of  other  illegal  drugs  or  other  illegal  activity; 

i^S\        Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  mariiuana; 

fiSi        Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  ass(.>ciated  with 
the  use  of  mariiuana; 

(7)        Prevent  the  growing  of  mariiuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  by  mariiuana  production  on  public  lands; 

(81        Prevent  the  possession  and  use  of  mariiuana  on  federal  property;  and 

£2        Prev  ent  the  marketing  and  ad\ertiscmcnt  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  mariiuana 
paraphernalia,  or  mariiuana  usage  to  those  under  twentv-one  years  of  age. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  mariiuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  other  than  lor  ihe  purpose  of  resale. 

(2)  "Deliver"  or  "deliven  "  means  the  transfer  from  one  person  to  another  of  mariiuana.  mariiuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  department  of  health  and  senior  serv  ices,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership.  Joint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

(6)  "Expungeable  mariiuana  offense"  means: 

(a)  The  manufacture,  production,  possession,  or  use  of  mariiuana.  mariiuana  products,  mariiuana 
extracts,  or  mariiuana  paraphernalia:  or 

(b)  The  delivery  ,  possession  with  intent  to  deliver,  or  tratTicking  of  mariiuana.  mariiuana  products, 
marijuana  extracts,  or  marijuana  paraphernalia  lo  one  or  more  individuals  if  such  individuals  were  twenty -one  years  of 
age  or  older  at  the  time  of  the  olTcnse. 

(7)  "Fair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  ihe  price  that  a  willing  seller  would  accept  and  a  willing  buver  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  anv  given  time: 

(a)  Six  marijuana  plants  and  twelve  ounces  of  usable  man'iuana: 

(b)  Sixteen  ounces  of  mariiuana  products  in  solid  I'orm:  and 

(c)  Seventy-two  ounces  of  mariiuana  products  in  liquid  form. 

(21        "Industrial  hemp"  means  Cannabis  Saliva  L.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 
1 10)      "License"  means  any  license,  permit,  registration,  consent,  or  authori/iilion  issued,  granted,  given,  or 
othcrwl.sc  made  available  by  or  under  the  authority  of  unv  state  or  local  governmental  lx)dv,  agency,  or  onicial. 
(II)       "Licensee"  means  any  person  who  holds: 
(a)        A  mariiuana  license:  or 

LbJ        A  license  issued  bv  anv  slate  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


( 12)       "ManiiCaclure"  means  the  production,  preparation,  propagalion.  compounding  or  piocessinp  ofmariiuana 
parapiiemalia  or  ol"  marijuana,  marijuana  products,  or  marijuana  extracts,  either  directly  or  hv  extraction  from  substances  of 
natural  oriuin.  or  independcntU  by  means  ol  chemical  synthesis,  or  by  a  combination  of  extraction  and  chemical  s\nthesis.  and 
includes  any  packauing  or  repackaging  of  the  substance  or  labeling  or  relabclinp  of  its  container. 

( 1.^)       "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  urowinp  or 
not,  other  than  marijuana  extracts. 

( 14)  "Marijuana  extract"  means  a  product  obtained  by  separating  resins  from  mariiuana  bv  soKent  exiraclion. 
using  soKents  other  than  water,  yeaetahle  glycerin,  plant  oils,  and  dairy  products,  such  a.s  butane,  hexane.  isopropyl  alcohol, 
elhanol.  and  carbon  dioxide. 

( 15)  "Marijuana  licen.se"  means  j  license  issued  bv  the  diyision  for  the  purchase,  sale,  manufacturinu.  production, 
processina.  transportation,  or  deliyery  of  marijuana,  marijuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia. 

( 16)  "Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are 
ii.sed.  intended  for  use,  or  designed  lor  use,  in  planting,  propagating,  cuiliyating.  growing,  haryesting.  manufacturing, 
compounding,  conyerting.  producing,  proccssinu.  preparing,  storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise 
introducing  into  the  human  h(^dy  marijuana,  marijuana  products,  or  marijuana  extracts. 

( 17)  "Marijuana  products"  means  products  that  contain  mariiuana  or  marijuana  extracts  and  are  intended  tor 
human  consumption.  Mariiuana  products  does  not  mean  marijuana  by  itself,  or  a  mariiuana  extract  by  it.self 

( 18)  "Marijuana  retailer"  means  a  person  who  sells  mariiuana.  marijuana  products,  marijuana  extracts,  or 
mariiuana  paraphernalia  to  a  consumer  in  this  stale. 

( \  '-))       "I'erson"  includes  any  individual  or  entity. 

(20)  "Person  twenty-one  years  of  age  and  older"  includes  any  entity  in  \yhich  no  indiv  iduai  under  twenty -one 
years  t)f  age  holds  a  direct  or  indirect  interest. 

(21 )  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  haryesting  of 
marijuana,  mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallvvay.s.  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amu.sement.  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(2.1)       "Slate  law"  means  any  .state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  "  lax"  means  any  income,  gross  receipts,  excise,  stamp,  pniperty.  windfall  profit,  personal  pn^perlv.  sales, 
use,  transfer,  value  added.  ct)ncession.  add  on  minimum,  or  other  lax,  fee,  a.s.sessment.  levy,  tariff,  charge,  or  duty  of  any  kind 
whatsoever  imposed,  assessed,  or  collected  by  or  under  the  authority  of  anv  governmental  body. 

(25)  "I  Isable  mariiuana"  means  dried  marijuana  Howers  and  dried  marijuana  leaves,  and  any  mixture  or 
preparation  thereof. 

5;         Rxcept  as  otherwise  provided  in  this  section,  no  state  law  shall: 

( 1 )  Prohibit  the  po.sse.ssion  or  u.se  ofmariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twenlv-one  years  of  age  and  older. 

(2)  Prohibit  the  transportation  or  delivery  ofmariiuana.  mariiuana  products,  mariiuana  cxtract.s.  or  mariiuana 
paraphernalia  by  persons  twenty-one  years  of  age  and  older  to  persons  twenty -one  years  of  age  and  older; 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia  hv  persons  twenty-c^ne  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  anv  property  used  in  connection  with  anv  purcha.se.  sale, 
manufacturing,  production,  processing,  transportation,  delivery.  p<issession.  or  use  of  marijuana,  mariiuana  product.s.  mariiuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  slate  law. 
(j.          Nolwilh.standing  subsection  .5  of  this  .section,  a  state  law  may: 

( 1 )  Prohibit  the  importation  and  exportation  ofmariiuana.  marijuana  product.s.  and  marijuana  extracts  into  and 
from  this  state: 

(2)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery  (if  marijuana,  mariiuana 
products,  and  marijuana  extracts  in  or  on.  or  within  one  thousand  feet  ol".  real  property  comprising  a  public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  bv  individuals  under  twenty -one  years  of  age: 

(3j        Prohibit  the  operation  of  a  vehicle,  watercraft.  aircraft,  railroad  train,  or  anv  similar  device  while  using  or 
under  the  inlhience  of  marijuana: 

(4)  Prohibit  the  u.se  ofmariiuana.  marijuana  products,  and  mariiuana  extracts  in  a  public  place,  provided 
however  that  the  penally  for  violation  of  such  law  may  not  exceed  that  for  an  infraction: 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  p<issession  of 
mariiuana.  mariiuana  products,  and  mariiuana  extracts  by  any  person  that  does  not  comply  with  anv  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section: 

(6)  Classify  the  penalties  for  violations  of  such  laws: 

(7)  Impose  an  excise  lax  on  the  lirsl  fair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  not  less  than 
nUeen  percent  and  not  more  than  thirty  percent  ol'lhc  purchase  price.  I'he  additional  excise  lax  revenue  authorized  bv 
this  section  shall  not  be  part  ol'lhe  ••total  stale  revenue"  within  tlie  meaning  of  sections  1 7  and  IX  of  article  X  of  this 
constitution,  nor  subject  to  additional  voter  approval  under  section  IS(c)  t)f  article  X  of  this  constitution.  In  addition,  the 
expenditure  of  this  additional  revenue  shall  not  be  an  "expense  of  .state  government"  under  section  20  of  article  X  of  this 
constitution. 

7.         Subject  to  the  provisions  of  subsection  8  of  this  section,  on  or  before  June  I.  201.^.  the  division  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery. 
[•Qs.session.  and  u.se  ol' mariiuana.  mariiuana  products,  mariiuana  extracts,  and  mariiuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to  obtain  a  marijuana  license  to  purchase,  .sell,  manufacture,  produce,  process.  transpt)rt.  or 
deliver  mariiuana.  marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia: 

(2)  Provide  for  the  collection  ol'lhe  excise  tax  prov  ided  in  paragraph  7  of  subsection  6  of  this  section: 
(.'^1         Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  books,  records,  and 

premises  of  licensees: 

(4)  Regulate  the  advertising  of  mariiuana.  mariiuana  products,  marijuana  extracts,  and  marijuana  paraphernalia: 

(5)  Provide  for  the  receipt  and  transfer  of  all  funds  received  hv  the  state  from  the  exci.se  ta.xes  and  license  and 
other  fees  collected  under  such  laws,  as  I'ollows: 

(a)        First,  to  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  to  carry 
out  the  division's  obligations  under  such  laws,  including  a  resene  fund  to  maintain  a  reasonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations: 


1^- 

(b)  Next,  the  remainder  of  such  limds.  lo  such  specific  transferees  as  the  general  usscmblv  may 
determine,  for  the  following  pur[x>ses:  (i)  for  slate  unJ  lucai  law  entorccnicnt  and  firelighter  pensions  and  retirement 
plans,  twenty-five  percent:  (ii)  for  public  institutions  of  elementary  and  secondary  education,  twenty-five  percent;  (iii) 
for  mental  health  and  substance  abuse  programs,  tyventv  percent;  (iv)  for  cities  and  counties,  fifteen  percent:  and  (v) 
for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions,  fl  f\een  percent:  and 

(c)  All  moneys  appropriated  b\  the  aencral  assembly  from  the  excise  taxes  authorized  in  paragraph  7  of 
subsection  6  of  this  section  shall  provide  additional  funds  for  the  purposes  enumerated  above  and  not  replace  existing 
funding. 

(6)        Limit  the  amount  of  marijuana,  mariiuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time,  provided  however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an 
infraction  for  the  first  violation  and  a  misdemeanor  for  any  second  or  sub.sequenl  violation. 
8^         No  state  layv  or  combination  of  state  laws  shall: 

(1)  Except  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  tax  on  marijuana, 
mariiuana  products,  marijuana  extracts,  or  transactions  involving  marijuana,  mariiuana  products,  or  mariiuana  extracts  that  is 
not  imposed  on  other  products  penerallv: 

(2)  Limit  the  amounts  of  marijuana,  mariiuana  products,  or  mariiuana  extracts  that  a  person  other  than  a  iieensee 
may  possess  at  any  given  time  to  amounts  less  than: 

(a)  Six  mariiuana  plants  and  twelve  ounces  of  usable  mariiuana: 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  form: 

(c)  Scventy-tyvo  ounces  of  marijuana  products  in  liquid  form:  and 

(d)  One  ounce  of  mari  juana  extracts. 

(3)  Limit  the  aggregate  number  of  licensees  that  may  hold  mariiuana  licen.scs  or  the  aggregate  number  of 
mariiuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  mariiuana  retailers  in  a  countv  may  be 
limited  to  no  fewer  than  one  mariiuana  retailer  per  2.500  inhabitants  in  such  county,  according  to  the  most  recent  census  of  the 
finited  States: 

(4)  Limit  the  number  of  mariiuana  licenses  that  may  be  granted  to  or  held  by  the  same  person: 

15)        Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  tvpes  of  mariiuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organised  in  or  a  resideni  of  this  state; 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating:  (i)  any  non-discretionarv  expungcable 
marijuana  offense  in  paragraph  ( I)  or  (2)  of  sub.section  ( 14)  of  this  section:  or  (ii)  any  marijuana-related  offense  that  has  been 
expunged: 

(8)  Require  an  individual  tvsenty-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  mariiuana. 
marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia: 

(9)  Require  a  consumer  tyvcntv-one  years  of  age  or  older  to  obtain  any  license  to  purchase  mariiuana.  mariiuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  from  a  licensed  marijuana  retailer: 

( 10)  Require  an  individual  twentv-onc  years  of  age  or  older  to  obtain  any  license  lo  deliver  marijuana,  marijuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  for  no  consideration  to  an  individual  tw  enty-one  years  of  age  or  oldei' 

it 

(a)  The  mariiuana.  marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  yvere  purchased 
from  a  licensed  mariiuana  retailer;  or 

(b)  The  mariiuana  or  mariiuana  products  yvere  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  yvith  paragraph  ( 12)  of  this  sub.section: 

(11)  Require  any  mariiuana  retailer  to  record  the  name  or  any  other  personally  identifiable  information  of  any 
consumer  tyventv -one  years  of  age  or  older: 

(12)  Require  a  person  twenty-one  years  of  age  or  older  to  obtain  any  license  or  pay  anv  tax  to  manufacture  or 
process  marijuana  or  mariiuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
mariiuana  and  mariiuana  products  at  the  household  do  not  exceed  the  household  exemption  limits:  or 

( 13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  marijuana  plants  that  may  be 
manufactured  without  a  license  under  paragraph  ( 12)  of  this  subsection  may  not  exceed  that  for; 

(a)  An  infraction,  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license: 

(b)  A  misdemeanor,  if  the  violation  is  a  llrst  violation  and  the  number  of  mariiuana  plants  is  more  than 
double  but  nut  more  than  quadruple  the  number  of  inarjiuana  plants  that  may  be  manufactured  without  a  license:  or 

(c)  A  misdemeanor,  if;  (i)  the  violation  is  a  second  violation:  (ii)  with  respect  to  the  first  viofation.  the 
number  of  mariiuana  plants  was  not  more  than  double  the  number  of  mariiuana  plants  thai  may  be  manufactured 
without  a  license:  and  ( iii)  with  respect  to  the  .second  violation,  the  number  of  mariiuana  plants  is  not  iikuc  than 
double  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license:  or 

( 14)  Make  ihe  oyvnership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  mariiuana. 
mariiuana  products,  mariiuana  cxtract.s.  or  marijuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

i  On  or  before  June  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  may  enact 
laws,  that: 

( I)        Permit  individuals  yvith  a  medical  condition  who  may  benefit  from  the  medical  use  of  mariiuana.  mariiuana 
products,  and  mariiuana  extracts  to  be  able  to  discuss  freely  yvith  their  doctors  the  pi^ssible  risks  and  benefits  of  medical 
mariiuana  use  and  lo  have  the  benefit  of  their  doctor's  professional  advice; 

(2J         Permit  individuals  suffering  from  a  medical  condition  to  be  allowed  to  use  mariiuana.  marijuana  products, 
and  marijuana  extracts  without  being  subject  to  ciy  il  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benellt  lo  them  and  yvhen  other  reasonable  restrictions  are  met  regarding  that  use;  and 

LU  Provide  that  no  indi\  idual  under  eighteen  years  of  age  shall  be  allowed  to  use  mariiuana.  mariiuana  products, 
or  mariiuana  extracts  lor  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  for  the 
individual's  health  care  decisions  consents  to  such  use. 

iSL        No  licensed  doctor  may  be  subiected  lo  anv  criminal  or  civil  penally,  or  to  any  discipline  by  any  state  licensing 
division,  board,  or  commission,  for: 

UQ        Ad\  ising  a  person  yvhom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  ihe  doctor 
knows  has  been  so  diagno.sed  bv  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  of  marijuana  or  that  the 
medical  use  of  marijuana  may  mitigate  the  symptoms  or  effects  of  the  person's  medical  condition,  provided  the  advice  is  based 
on  the  doctor's  personal  assessment  of  the  person's  medical  history  and  current  medical  condition:  or 

l2J        Providing  anv  yvritten  documentation  that  evidences  or  confirms  such  advice  and  asses.smenl. 
J-L        I  he  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
yvith  this  section. 


12.        I  he  depanmenl  is  directed  and  uulhori/ed  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

IL         I  he  ucneral  assembly  may  enact  laws  that  control,  renulute.  and  tax  Ihe  manufacture,  production,  and  delivery  of 
industrial  hemp.  Any  additional  tax  revenue  authorized  by  this  section  on  the  manufacture,  production  and  delivery  of 
industrial  hemp  shall  not  be  part  of  the  "total  state  revenue"  within  the  meaning  of  sections  17  and  18  of  article  X  of  this 
institution,  nor  subject  to  additional  voter  approval  under  .seclion  18(e)  of  article  X  of  this  constitution.  In  addition,  the 
expenditure  of  any  additional  revenue  shall  not  be  an  "expense  of  state  uovernment"  under  section  20  of  article  X  of  this 
con.stitution. 

14.  Convictions  of  marijuana  offenses  shall  be  expungeable  as  follows: 

( I )        An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  expungeable  marijuana  oflense. 
and  who  was  twenty-one  years  of  age  or  older  at  the  time  of  the  offense,  may  apply  to  the  court  in  which  he  or  she  was 
sentenced  for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines, 
upon  review,  that  such  individual  has  plead  guilty  to  or  has  been  convicted  of  an  expunpeahic  marijuana  offense,  the  court  shall 
enter  an  order  of  expungement.  An  individual  shall  he  entitled  to  one  or  more  expungements  pursuant  to  this  paragraph  ( 1  ). 

121        After  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  guiltv  to  or  has  been  convicted  of 
violating  any  expungeable  marijuana  offense  for  the  llrst  time,  and  who  was  under  twentv-one  years  of  age  at  the  time  of  the 
offense,  and  who  since  such  conviction  has  not  been  convicted  of  any  other  marijuana-related  (WTense.  may  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  oHlcial  records  of  his  or  her  arrest,  plea,  trial  and  conviction.  If 
Ihe  court  determines,  upon  review,  that  such  individual  has  not  been  convicted  of  any  other  marijuana-related  otrense  at  the 
lime  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 

(JJ        An  individual  who  has  plead  guiltv  to  or  has  been  convicted  of  violating  any  expungeable  marijuana  offense 
that  is  not  expungeable  under  paragraphs  ( I )  or  (2)  of  this  subsection  may  apply  to  Ihe  court  in  which  he  or  she  was  sentenced 
fi>r  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
that  an  expungement  is  in  the  interests  of  justice,  the  court  may  enter  an  order  of  expungement.  An  individual  may  be  entitled 
to  one  or  more  expungements  pursuant  to  this  paragraph  (3). 

(4)        The  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  individual  to  the  status  he  or  she 
occupied  prior  to  such  arre.st.  plea  or  conviction,  as  if  such  event  had  never  happened.  A  person  impris(^ncd  solely  as  a  result 
of  ime  or  more  expungeable  marijuana  olTenses  that  are  expunged  shall  be  relea,sed  from  prison  immediately  upon  (he  issuance 
of  the  applicable  order  or  orders  of  expungement.  No  individual  as  to  whom  such  order  has  been  entered  shall  be  held 
thereafter  under  any  provision  of  any  law  to  he  guiltv  of  perjury  or  otherwise  giving  a  false  statement  by  reason  of  his  or  her 
failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expungement  in  response  to  any  inquiry  made  of  him  or 
her  for  any  purpose  whatsoever. 

15.  No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using 
marijuana,  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  indastrial  hemp  is  prohibited  bv  federal  law. 

16.  Nothing  in  this  section  shall  be  construed: 

( 1 )  Tt)  amend  or  affect  in  any  way  any  state  or  federal  law  peilaining  to  employment  matters: 

(2)  To  amend  or  affect  in  any  way  any  state  or  federal  law  pertaining  to  landlord-tenant  matters: 

(3)  To  amend  or  affect  in  any  wav  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery. 
possession,  or  use  of  marijuana  on  such  real  property: 

(4)  I'o  amend  or  affect  in  anv  wav  any  state  law  pertaining  to  the  operation  of  a  vehicle,  watercraft.  aircraft, 
railroad  train,  or  any  similar  device  while  using  or  under  the  infiuence  of  mariiuana: 

(5)  [o  require  a  person  to  violate  a  federal  law:  or 

(6)  I'o  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

n.        If  any  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied.  Ihe  applicability,  constitutionality,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases, 
and  words  of  this  seclion  shall  not  be  affected.  I'o  lhat  end,  the  subsections,  paragraphs,  phrases,  and  words  of  this  section  arc 
intended  to  be  .severable.  It  is  hereby  declared  to  be  the  intent  of  this  .section  that  each  and  every  subsection,  paragraph,  phra.se. 
and  word  of  this  seclion  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

IX.        The  provisions  of  subsections  2.  3.  4.  6.  7.  9.  10.  1 1.  12.  13.  14.  15.  16.  17.  and  18  of  ihis  section  and  paragraphs  ( I ). 
(2).  and  (5)  of  .subsection  5  of  this  section  shall  become  effective  on  .lanuary  1.2015.  The  provisions  of  subsections  I  and  8  of 
this  .section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this  section  shall  become  elTective  on  June  I.  2015.  All  state  laws 
lhat  are  inconsistent  with  anv  provision  of  paragraph  ( I ).  (2).  or  (5)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full 
force  and  effect  on  and  aller  .lanuary  1 .  201 5.  All  state  laws  lhat  are  inconsistent  with  any  provision  of  suKseclions  I  or  8  of 
this  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after 
June  I.  2015.  All  of  the  provisions  of  this  section  shall  be  self-enforcing. 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  13.  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  1,  version  21  (2014-090) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332.  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 1 0 1 
administrative  Rules  •  Business  Services  •  Elections  •  publications  •  Securities  ■  state  archives  •  State  Library  •  Wolfner  Library 
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Page  No. 


Il  is  a  class  A  misdemeanor  punishable,  not\viilistandi|QWl><pWY*j^^  '  •  RSMo.  to  the  contrary,  for  a  term  of 

imprist)nmenl  not  to  exceed  one  year  in  the  county  jWIMrUQific'rtttt  tci  e^cetll  (cfi* thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  lor  the  same  election,  or  to  sign  a  petition  when  sucH  person  knows  he  or  she  is  not  a  registered  voter. 

INIT^Tjli^E'PBTmON"!  6 
T»)  the  hlonordbic  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  slate  of  Missouri  and  County  (or  city  of  St.  Louis). 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"' day  of  November,  2014,  and  each  for  himself 
or  herself  says:  1  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  I  live  are  correctly  written  after  my  name. 

(SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULA  rOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  1, 

 ,  being  tlrst  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMH 

(Signature) 

Daic 
Signed 

REGIS TE^RIiD  VOTING  ADDRESS 
(Slreet.  No  PO  Boxes)        (City,  Town  or  Village) 

Zip 
Code 

Cong 
Dist. 

NAME 
(Printed  or  Typed) 

1. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

.signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  slate  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 
Address  of  Notary: 

Notary  Public  (Seal)  .  

My  commission  expires  


NOTICE:  You  arc  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri—  Sections  9.  10.  14.  15.31  &  32  of  Article  I;  Sections  36.  39  &  39(a)  of  Article  111;  Sections  7.  12.  15.22.23.27(a) 
&  4X  of  Article  IV;  Sections  14.  18  &  24  of  Article  V:  Section  1 8(d)  of  Article  VI:  Section  I  and  4  of  Article  VII;  Sections  2  of 
Article  VIII:  Sections  3(a).  7.  and  9(b)  of  Article  IX;  Sections  I,  2.  3. 4(a).  6,  10(b).  17.  18.  18(e).  19.  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  slate  of  Missouri  that  the  Constitution  be  amended: 
One  new  section  is  adopted  to  be  known  as  Article  I,  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twentv-one  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  mariiuana  and  the  manufacture  of  poods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state 
government  pursuant  to  this  section. 

2.  The  purposes  of  this  section  are: 

( 1 )  lo  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  mariiuana  in  order  to 
combat  illegal  underage  use  of  mariiuana.  and  achieve  other  important  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  mariiuana  producers,  distributors,  and  retailers; 

(2)  To  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture.  pr()duction. 
delivery,  and  pt)ssession  of  mariiuana  within  this  state: 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  mariiuana  by  those  under 
twenty-one  years  of  age,  as  the  consumption  of  mariiuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of 
development; 

(4)  To  legalize  under  state  law  the  use  of  mariiuana  by  individuals  who  are  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  mav  provide  a  medical  benefit  to  them; 

(5)  I  o  raise  tax  revenue  from  the  production  and  sale  of  mariiuana.  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  llrellghter  pensions  and  retirement  plans,  for  elementary,  secondary  ,  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  lor  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  mariiuana  authorized  by  this  section; 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  dclivcPi  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  marijuana; 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  mariiuana  by  persons  twcnt>  - 
one  years  of  age  and  older;  and 

(8)  To  legalize  under  state  law  the  delivery  of  mariiuana  bv  persons  twenty-one  vears  of  age  and  older  to  persons 
twentv-one  years  of  age  and  older. 

3.  I  he  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

( 1)        Prevent  the  distribution  of  mariiuana  lo  persons  under  twentv-one  vears  of  age; 

£21        Prevent  revenue  from  the  sale  of  mariiuana  from  going  to  criminal  enterprises,  gangs,  and  carteLs; 

(21        Prevent  the  diversion  of  mariiuana  from  this  state  to  other  states; 

(4)        Prevent  mariiuana  activ  it\  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
trafficking  of  other  illegal  drugs  or  other  illegal  activity; 

(5>        Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  mariiuana; 

Prevent  drugged  driving  and  the  exacerbatit)n  of  other  adverse  public  health  consequences  associated  with 
the  use  of  marijuana; 

(7)  Prevent  the  growing  of  mariiuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  bv  mariiuana  production  on  public  lands; 

(8)  Prevent  the  possession  and  use  of  mariiuana  on  federal  oropertv;  and 

i9\        Prevent  the  marketing  and  ad\ertiseinent  of  mariiuana.  marijuana  products,  mariiuana  extracts,  mariiuana 
paraphernalia,  or  marijuana  usage  to  those  under  twentv-one  vears  of  age. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  mariiuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery  "  means  the  transfer  from  one  person  to  another  of  marijuana,  marijuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  department  of  health  and  senior  sen  ices,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "l.ntitv"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency . 

(6)  "Ivxpungeable  mariiuana  olVense"  means: 

(a)  The  manufaclurc.  production,  pos-session.  or  use  of  mariiuana.  mariiuana  products,  mariiuana 
extracts,  or  mariiuana  paraphernalia;  or 

(b)  The  delivery,  possession  with  intent  lo  deliver,  or  tralUlcking  of  mariiuana.  mariiuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twenlv-t)ne  vears  of 
age  or  older  at  the  time  of  the  olTense. 

til        "Fair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  \yilling  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)        "Household  exemption  limits"  means,  al  any  given  lime: 

(aj        Eight  marijuana  plants  and  sixteen  ounces  of  usable  mariiuana: 

(b)  Sixteen  ounces  of  mariiuana  products  in  st>lid  form;  and 

(c)  Sevenlv-lwo  ounces  of  mariiuana  products  in  liquid  form. 

£21        "Industrial  hemp"  means  Cannabis  Saliva  I,,  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

(10)  "I. icen.se"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  by  or  under  the  authority  of  any  state  or  local  govcrnmcnial  body,  agency,  or  olUcial. 

(11)  "Licensee"  means  any  person  who  holds: 
(a)        A  mariiuana  license;  or 

(bl        A  licen.se  issued  by  anv  slate  agency  for  the  pureha.se.  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


(12)  "Manufacture"  means  the  production,  preparation,  propagation,  compoundinie  or  processing  of  marijuana 
paraphernalia  or  ol  marijuana,  marijuana  products,  or  marijuana  extracts,  cither  directly  or  by  extraction  from  substances  of 
natural  oriain.  or  independently  b\  means  of  chemical  synthesis,  or  by  a  combination  of  extraction  and  chemical  synthesis,  and 
includes  any  packaiiinu  or  repackaging  of  the  substance  or  labeling  or  relabeling  of  its  container. 

( 13)  "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  growing  or 
not,  other  than  marijuana  extracts. 

( 14)  "Marijuana  extract"  means  a  product  obtained  by  separating  resins  from  marijuana  by  solvent  extraction, 
using  solvents  other  than  water,  vegetable  alvcerin.  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropvl  alcohol, 
elhanol.  and  carbon  dioxide. 

(15)  "Marijuana  license"  means  a  license  issued  by  the  division  for  the  purchase,  sale,  manufacturing,  production, 
processina.  transportation,  or  delivery  of  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(16)  "Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  arc 
used,  intended  for  use,  or  desiuned  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing, 
compounding,  convcrtine.  producing,  processing,  preparinu,  storing,  containina.  concealing,  ingeslina.  inhalint;.  or  otherwise 
introducing  \nlo  the  human  body  marijuana,  marijuana  products,  or  marijuana  extracts. 

( 17)  "Marijuana  products"  means  products  that  contain  marijuana  or  marijuana  extracts  and  are  intended  for 
human  consumption.  Marijuana  products  does  not  mean  marijuana  by  itself,  or  a  marijuana  extract  by  itself 

( IX)       "Mariiuana  retailer"  means  a  pers(^n  who  sells  mariiuana.  marijuana  products,  marijuana  extracts,  or 
mariiuana  paraphernalia  to  a  consumer  in  this  stale. 

( 19)  "Person"  includes  any  individual  or  entity. 

(20)  "Person  tsventv-onc  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty-one 
years  of  age  holds  a  direct  or  indirect  interest. 

(21)  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
marijuana,  marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  ol" apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(23)  "Stale  law"  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  ""lax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property,  sales, 
use.  Iransl'er.  value  added,  concession,  add  on  minimum,  or  other  lax,  fee,  assessment,  lew,  tariff,  charge,  or  duly  of  any  kind 
whatsoever  imposed,  as.se.s.sed.  or  collected  by  or  under  the  authority  of  any  governmental  body. 

(25)  "I  Isable  mariiuana"  means  dried  mariiuana  flowers  and  dried  mariiuana  leaves,  and  any  mixture  or 
preparation  thereof 

5.  lixcepl  as  otherwise  provided  in  this  section,  no  stale  law  shall: 

( 1 )  Prohibit  the  pos.session  or  use  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twenty  -one  years  of  age  and  older: 

(2)  Prohibit  the  transportation  or  delivery  of  mariiuana.  marijuana  products,  mariiuana  extracts,  or  marijuana 
paraphernalia  by  persons  twenty-one  years  of  age  and  older  to  persons  twenty -one  Ncars  of  age  and  older: 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  mariiuana  products, 
marijuana  extracts,  or  marijuana  paraphernalia  by  persons  twenty-one  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing.  transp<irtation.  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  seiioire  or  forfeiture  of  any  property  used  in  connection  with  any  purchase,  sale, 
manufacturing.  productit)n.  processing,  transportation,  delivery,  possession,  or  use  of  marijuana,  marijuana  products,  marijuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 

6.  Notwithstanding  subsection  5  of  this  section,  a  state  law  may: 

( 1 )  Prohibit  the  importation  and  exportation  of  mariiuana.  mariiuana  products,  and  mariiuana  extracts  inio  and 
from  this  stale: 

(2)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery  of  mariiuana.  marijuana 
products,  and  marijuana  extracts  in  or  on.  or  within  one  thousand  feel  of.  real  property  comprising  a  public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  b^  individuals  under  twenty -<")ne  years  of  age: 

(3)  Prohibit  the  operation  of  a  vehicle,  watercrall.  aircrall.  railroad  train,  or  any  similar  device  while  using  or 
under  the  influence  of  mariiuana: 

(4)  Prohibit  the  use  of  marijuana,  mariiuana  products,  and  marijuana  extracts  in  a  public  place,  provided 
however  that  Ihe  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction: 

(5)  Prohibit  ihe  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
mariiuana.  mariiuana  products,  and  marijuana  extracts  by  any  person  that  does  not  comply  with  any  rules,  regulation.s.  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section: 

(6)  Classify  the  penalties  for  violations  of  such  laws: 

(7)  Impose  an  excise  tax  on  the  first  fair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  not  less  than 
fifteen  percent  and  not  more  than  thirty  percent  of  the  purchase  price.  I  he  additional  excise  lax  revenue  authorized  by 

this  section  shall  not  be  part  of  the  "total  state  revenue"  within  the  meaning  of  sections  1 7  and  18  of  article  X  of  this 
constitution,  nor  subiect  to  additional  voter  approval  under  section  18(e)  of  article  X  ol"  this  constitution.  In  addition,  the 
expenditure  of  this  additional  revenue  shall  not  be  an  "expense  of  .state  government"  under  section  20  of  article  X  of  this 
ct)nstitution. 

7.  Subiect  to  the  provisions  of  subsection  8  ol"this  section,  on  or  before  .lune  I.  2015.  the  division  shall  promulgate  rtiles 
and  regulations  thai  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
pos.se.ssion.  and  use  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  and  mariiuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to  obtain  a  mariiuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  marijuana,  marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia: 

(2)  Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  sub.section  6  of  this  section: 

(3)  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  book.s.  records,  and 
premises  of  licensees: 

(4)  Regulate  the  advertising  of  mariiuana.  mariiuana  products,  marijuana  extracts,  and  marijuana  paraphernalia: 

(5)  Provide  for  the  receipt  and  transfer  of  all  funds  received  bv  the  stale  l"rom  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)        First,  to  the  division,  an  amount  that  the  general  a.ssemblv  deems  necessary  for  the  division  to  carry 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  rea.sonable  working  cash  balance 
for  the  purpi.)se  of  carrying  out  such  obligations: 


(b)  Next,  the  remainder  of  such  funds,  to  such  spccilic  transferees  as  the  general  assembly  may 
dctemiine.  for  the  following  purposes:  (I)  for  state  and  local  law  enforcement  and  llrcllahter  pensions  and  retiremenl 
plans,  tvvenlv-live  percent;  (ID  lor  public  institutions  of  elementary  and  secondary  education,  twentv-nvc  percent:  (ill) 
for  mental  health  and  substance  abuse  programs,  twenty  percent:  (iy)  for  cities  and  counties.  Illleen  percent:  and  (y ) 
for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions,  fifteen  percent:  and 

(c)  All  moneys  appropriaicd  by  the  general  assembly  from  the  excise  taxes  authorized  in  paragraph  7  of 
subsection  6  of  this  section  shall  proyide  additional  funds  lor  the  purposes  enumerated  aboye  and  not  replace  existing 
funding. 

(6)        Limit  the  amount  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  perst>n  other  than  a  licen.see 
may  possess  at  any  piyen  time,  proyided  hovveyer  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an 
infraction  for  the  first  yiolation  and  a  misdemeanor  for  any  second  or  subsequent  yiolation. 
8i         No  state  law  or  combination  of  state  laws  shall: 

( 1)  Except  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impo.se  any  tax  on  marijuana. 
marijuana  products,  marijuana  extracts,  or  transactions  involving  marijuana,  marijuana  products,  or  marijuana  extracts  that  is 
nt>t  imp<.)sed  on  other  products  generally: 

(2)  Limit  the  amounts  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  anv  given  time  to  amounts  less  than: 

(a)  Eight  mari  juana  plants  and  sixteen  ounces  of  usable  mari  juana: 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  form: 

(jjl        Seventy-two  ounces  of  mariiuana  products  in  liquid  form:  and 

(d)  One  ounce  of  marijuana  extracts. 

(3)  Limit  the  aggregate  number  of  licensees  that  may  hold  marijuana  licenses  or  the  aggregate  number  of 
mariiuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licen.sed  marijuana  retailers  in  a  county  mas  be 
limited  to  no  fewer  than  one  marijuana  retailer  per  2.50t)  inhabitants  in  .such  county,  according  to  the  most  recent  census  of  the 
United  States: 

(4)  Limit  the  number  of  mariiuana  licenses  that  may  be  granted  to  or  held  by  the  same  person; 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  dilTcrent  types  ol  mariiuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state; 

(7)  I'rohihit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating:  (i)  any  non-discretionary  expungeable 
marijuana  offense  in  paragraph  ( I )  or  (2)  of  subsection  ( 14)  of  this  section;  or  (ii)  any  marijuana-related  offense  that  has  been 
expunged; 

(8)  Require  an  individual  twentv-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  mariiuana. 
mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia; 

(9)  Require  a  consumer  twentv-one  vears  of  age  or  older  to  obtain  any  license  to  purchase  mariiuana.  marijuana 
products,  marijuana  extract,s.  or  mariiuana  paraphernalia  from  a  licensed  mariiuana  retailer; 

( 10)  Require  an  individual  twenty-one  vears  of  age  or  older  to  obtain  anv  license  to  deliver  marijuana,  marijuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  for  no  consideration  to  an  individual  twenty -one  years  of  age  or  older 

Ui 

(a)  The  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia  were  purchased 
from  a  licen.sed  marijuana  retailer;  or 

(b)  The  marijuana  or  marijuana  products  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  with  paragraph  ( 12)  of  this  subsection; 

(11)  Require  any  marijuana  retailer  to  record  the  name  or  anv  other  personally  identifiable  information  of  anv 
consumer  twenty-one  years  of  age  or  older; 

( 12)  Require  a  person  twenty-one  years  of  age  or  older  to  obtain  any  license  or  pay  any  tax  to  manufacture  or 
process  marijuana  or  marijuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
marijuana  and  marijuana  products  at  the  household  do  not  exceed  the  household  exemptit)n  limits;  or 

(13)  Provide  that  the  penallN  for  manufacturing  more  than  the  number  of  marijuana  plants  that  mav  be 
manufactured  without  a  license  under  paragraph  (12)  of  this  subsection  may  not  exceed  that  for: 

(a)  An  infraction,  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  not  nK)rc  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license; 

(b)  A  misdemeanor,  if  the  yiolation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  mariiuana  plants  that  mav  be  manufactured  w  ithout  a  license;  or 

(c)  A  misdemeanor,  if:  (i)  the  violation  is  a  second  violation;  (ii)  with  respect  to  the  first  violation,  the 
number  of  mariiuana  plants  was  not  more  than  double  the  number  of  marijuana  plants  that  may  be  manufactured 
without  a  license;  and  (iii)  with  respect  to  the  .second  violation,  the  number  of  mariiuana  plants  is  not  nn)re  than 
double  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license:  or 

( 14)  Make  the  ownership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  mariiuana. 
mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

'L  On  or  before  June  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  may  enact 
laws,  that: 

(1)  Permit  individuals  with  a  medical  condition  who  may  benefit  from  the  medical  use  of  mariiuana.  marijuana 
products,  and  mariiuana  extracts  to  be  able  to  discuss  freely  with  their  doctors  the  possible  risks  and  benefits  of  medical 
mariiuana  use  and  to  ha\  e  the  benefit  of  their  doctor's  professional  advice: 

(2)  Permit  individuals  suffering  from  a  medical  condition  to  be  allowed  to  use  marijuana,  mariiuana  products. 
and  marijuana  extracts  without  being  subject  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use;  and 

13J  Provide  that  no  individual  under  eighteen  years  of  age  shall  be  allowed  to  use  marijuana,  mariiuana  products. 
t)r  marijuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  lor  the 
individual's  health  care  decisions  consents  to  such  use. 

JJL        No  licensed  doctor  may  be  subiected  to  any  criminal  or  civil  penalty,  or  to  anv  discipline  by  anv  state  licensing 
division,  board,  or  commission,  for: 

LU        Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagnosed  by  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  of  mariiuana  or  that  the 
medical  use  of  mariiuana  mav  mitigate  the  symptoms  or  effects  of  the  perstin's  medical  condition.  pro\  ided  the  advice  is  based 
on  the  doctor's  personal  as.scssmcnt  of  the  person's  medical  history  and  current  medical  condition;  or 

i2i        Providing  any  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 
IL        The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 


12.  The  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  w  ith  this  section. 

13.  I'he  general  assembly  may  enact  laws  that  control,  regulate,  and  tax  the  manufacture,  production,  and  deliver^'  of 
industrial  hemp.  Any  additional  tax  revenue  authorized  hv  this  section  on  the  manufacture,  production  and  delivery  of 
industrial  hemp  shall  not  be  part  of  the  "total  state  revenue"  within  the  meaning  of  .sections  17  and  18  ot"  article  X  of  this 
con.slitution.  nor  subject  to  additional  voter  approval  under  section  18(e)  of  article  X  of  this  constitution.  In  addition,  the 
expenditure  of  any  additional  revenue  shall  not  he  an  "expense  of  state  government"  under  section  20  of  article  X  of  this 
constitution. 

14.  Convictions  of  marijuana  offenses  shall  be  expungeahlc  as  follows: 

( 1 )  An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  cxpungeable  marijuana  offense, 
and  who  was  twentv-one  years  of  age  or  older  at  the  time  of  the  offense,  may  apply  to  the  court  in  which  he  or  she  was 
sentenced  Ibr  an  order  to  expunge  all  ofllcial  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines, 
upon  review,  that  such  individual  has  plead  guilty  to  or  has  been  convicted  of  an  cxpungeable  inarijuana  offense,  the  court  shall 
enter  an  order  of  expungement.  An  individual  shall  be  entitled  to  one  or  more  expungements  pursuant  to  this  paragraph  ( 1 ). 

(2)  After  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  guilty  to  or  has  been  convicted  of 
violating  any  cxpungeable  marijuana  offense  for  the  first  time,  and  who  was  under  twentv-one  years  of  age  at  the  time  of  the 
offense,  and  who  since  such  conviction  has  not  been  convicted  of  anv  other  marijuana-related  offen.se.  may  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  ofUcial  records  of  his  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upon  review,  that  such  individual  has  not  been  ct)nvicted  of  anv  other  marijuana-related  offense  at  the 
lime  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 

Li]        An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  cxpungeable  marijuana  offense 
that  is  not  cxpungeable  under  paragraphs  ( 1 )  or  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced 
for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
that  an  expungement  is  in  the  interests  of  justice,  the  court  may  enter  an  order  of  expungement.  An  individual  may  be  entitled 
to  one  or  more  expungements  pursuant  to  this  paragraph  (.3). 

(41        The  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  individual  to  the  status  he  or  she 
occupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  event  had  never  happened.  A  person  imprisoned  solely  as  a  result 
of  one  or  more  cxpungeable  marijuana  olTenses  that  are  expunged  shall  be  released  from  prison  immediately  upon  the  issuance 
t)f  the  applicable  order  or  orders  of  expungement.  No  individual  as  to  whom  such  order  has  been  entered  shall  be  held 
thereafter  under  anv  provision  of  anv  law  to  be  guilty  of  penury  or  otherwise  giving  a  false  statement  by  reason  of  his  or  her 
failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expungement  in  response  to  any  inquiry  made  of  him  or 
her  lor  anv  purpose  whatsoever. 

15.  No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using 
marijuana,  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  bv  federal  law. 

16.  Nothing  in  this  section  shall  be  construed: 

( 1 )  To  amend  or  affect  in  any  way  anv  state  or  federal  law  pertaining  to  employment  matters: 

(2)  To  amend  or  affect  in  any  way  any  state  or  federal  law  pertaining  to  landlord-tenant  matters; 

(3)  To  amend  or  affect  in  any  way  anv  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  anv  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 
possession,  or  use  of  marijuana  on  such  real  property: 

(4)  To  amend  or  affect  in  any  way  any  slate  law  pertaining  to  the  operation  of  a  vehicle,  watercraft.  aircrafi. 
railroad  train,  or  any  similar  device  while  using  or  under  the  inlluencc  ol  marijuana: 

(5)  To  require  a  person  to  violate  a  federal  law:  or 

(6)  To  exempt  a  person  from  a  federal  law  or  ob.strucl  the  enforcement  of  a  federal  law. 

r7.        If  any  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  Iheir  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases. 
and  words  of  this  section  shall  not  he  affected.  To  that  end,  the  subsections,  paragraphs,  phra.ses.  and  words  of  this  section  are 
intended  to  be  severable.  It  is  hereby  declared  to  be  the  intent  of  this  section  that  each  and  every  subsection,  paragraph,  phrase, 
and  word  ol  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  sub.sections.  paragraphs,  phrases, 
or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

IK.        I'he  provisions  of  subsections  2.  3. 4.  6.  7.9.  10.  11.  12.  13.  14.  15.  16,  17.  and  18  of  this  section  and  paragraphs  ( 1 ). 
(2).  and  (5)  of  subsection  5  of  this  section  shall  become  effective  on  .lanuarv  I.  2015.  The  provisions  of  subsections  1  and  8  of 
this  section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this  section  shall  become  elTective  on  .lunc  1.  2015.  All  state  laws 
that  are  inconsistent  with  any  provision  of  paragraph  ( 1 ).  (2).  or  (5)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full 
I'orce  and  effect  on  and  after  January  1.  201 5.  All  state  laws  that  arc  inconsistent  with  anv  provision  of  subsections  I  or  8  of 
this  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after 
.kmc  1 .  201 5.  All  of  the  provisions  of  this  section  shall  be  self-enforcing. 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elicfcltjj^  VISION 
(573)751-2301 


December  13,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  1,  version  22  (2014-091) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summar)'  as  required  by  section  116.332,  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 1 01 
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RFCFIVFO 


County  

Page  No. 


It  is  a  class  A  misdemeanor  punishable,  yo^jij1fElgic|i^  li^^l^rdYtsgri^  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  inlhe  county  jaiTor  a  line  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
an>  iniliativc  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  lor  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 


INITIATIVE  PETITION 


1  o  the  1  lonorable  .iason  Kander.  Secretary  ofSiate  tor  the  state  of  Missouri: 
We.  Ihe  undersigned,  registered  voters  of  the  slate  of  Missouri  and  


 County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4'''  day  of  November.  20 14,  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  I  live  are  correctly  written  after  my  name. 

ISPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


C  IRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF 


,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

(Signature) 

Date 
Signed 

RHGI.STF.RED  VOTING  ADDRt-SS 
(Street,  No  PO  Boxes)       (Citv.  Town  or  Village) 

Zip 
Code 

Cong. 
Dist 

NAME 
(Printed  or  Typed) 

1. 

/  / 

2, 

/  / 

.1. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

«. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 
.  A.D.  


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


NOTICE:  You  are  advised  thai  Ihe  proposed  conslitulional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  b>  implication,  the  following  provisions  of  the  Constitution  of 
Missouri—  Sections^.  10.  14.  15.31  &  32  of  Article  I;  Sections  36.  39  &  39(a)  of  Article  ill:  Sections  7.  12.  15.22.23.27(a) 
&  48  of  Article  IV;  Sections  14.  18  &  24  of  Article  V:  Section  18(d)  of  Article  VI:  Section  1  and  4  of  Article  VII;  Sections  2  of 
Article  VIII:  Sections  3(a).  7.  and  9(b)  of  Article  IX;  Sections  I.  2.  3.  4(a).  6.  10(b).  17.  18.  18(e).  19.  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  .state  of  Missouri  that  the  Constitution  be  amended: 
One  new  section  is  adopted  to  be  known  as  Article  I.  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twenty-one  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state 
government  pursuant  to  this  section. 

2.  The  purposes  <>f  this  section  are: 

( 1 )  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  (.irdcr  to 
combat  illegal  underage  u.se  of  marijuana,  and  achieve  other  important  stale  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  mariiuana  producers,  distributors,  and  retailers: 

(2)  To  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  ol' mariiuana  within  this  slate; 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  bv  those  under 
twenty-one  vears  of  age,  as  the  consumption  of  marijuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  stale  of 
development; 

(4)  To  lenalize  under  state  law  the  use  of  mariiuana  by  individuals  who  are  sulferinK  from  a  medical  condition 
when  their  doctors  advise  that  such  use  mav  provide  a  medical  benelll  to  ihcm: 

(5)  To  raise  tax  revenue  from  the  production  and  sale  of  mariiuana.  and  to  aliocale  such  revenue  for  stale  and 
local  law  enforcement  and  firefighter  pensions  and  retirement  plans,  lor  elementary,  scx'ondan .  and  higher  education,  for  ihe 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
enforcini:  regulations  upon  the  sale  and  distribution  of  marjjuana  authorized  bv  this  section: 

(6)  To  legali/.e  under  state  law  the  manufacture,  production,  and  dclivcrv  ol' industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  mariiuana; 

(7)  "I'o  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  mariiuana  by  persons  twenty - 
one  vears  of  age  and  older;  and 

(8)  I'o  legalize  under  state  law  the  delivery  of  mariiuana  by  persons  twenty-one  years  of  age  and  older  to  persons 
twenty-one  years  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

( 1 )  Prevent  the  distribution  of  mariiuana  to  persons  under  twenty -one  years  of  age; 

(2)  Prevent  revenue  from  the  sale  of  marijuana  from  going  to  criminal  enterprises,  gangs,  and  cartels; 

(3)  Prevent  the  diversion  of  mariiuana  from  this  state  to  other  states: 

(4)  Prevent  mariiuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
tralTicking  of  other  illegal  drugs  or  other  illegal  activity; 

(5)  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  marijuana; 

(6)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 
the  use  of  mariiuana; 

(7)  Prevent  the  growing  of  mariiuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  bv  marijuana  production  on  public  lands; 

(8)  Prevent  the  possession  and  use  of  marijuana  on  federal  property;  and 

(9)  Prevent  the  marketing  and  ad\  eriisemcnl  of  marijuana,  mariiuana  products,  mariiuana  extracts,  mariiuana 
paraphernalia,  or  marijuana  usage  to  those  under  twenty  -one  vears  of  age. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  hav  e  the  following 
meanings: 

( 1 )  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  mariiuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "deliverv"  means  the  transfer  from  one  person  to  another  of  marijuana,  mariiuana  products, 
mariiuana  extracts,  or  marijuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  department  of  health  and  .senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "l-ntity"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corpt)ration. 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  ioint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

(6)  "I'air  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(7)  "Household  exemption  limits"  means,  at  any  given  lime: 

(a)  four  mariiuana  plants  and  eight  ounces  of  usable  mariiuana; 

(b)  Sixteen  ounces  of  mariiuana  products  in  st)lid  form;  and 
is)        Seventy-two  ounces  of  mariiuana  products  in  liquid  form. 

tSl        "Industrial  hemp"  means  Cannabis  Saliva  L.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 
19)        "License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  by  or  under  the  authority  of  any  state  or  local  governmental  lx)dy.  agency,  or  official. 

( 10)  "Licensee"  means  any  person  who  holds: 
(a)        A  mariiuana  license;  or 

Lb]        A  license  issued  by  any  stale  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
traniiportation.  or  delivery  of  industrial  hemp. 

(11)  "Manufacture"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  mariiuana 
paraphernalia  or  of  marijuana,  mariiuana  products,  or  marijuana  extracts,  cither  directly  or  bv  cxlruction  from  substances  of 
natural  origin,  or  independently  by  means  of  chemical  synthesis,  or  by  a  combination  of  extraction  and  chemical  synlhesi.s.  and 
includes  any  packaging  or  repackaging  ol'lhe  substance  or  labeling  or  relabeling  of  its  container. 

( 12)  "Mariiuana"  means  all  parts  of  the  planl  genus  Cannabis  in  any  species  or  form  thereof,  whether  growing  or 
not,  other  than  mariiuana  extracts. 


( I  ' )       "Mariuiana  exlract"  means  a  priiduct  ob(ained  hv  separatinji  resins  liom  mariiuana  hv  solvent  extraction, 
using  soKenls  other  than  water,  vepclahle  civcerin.  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropvl  alcohol. 
cthanol.  and  carbon  dioxide. 

( 14)  "Marijuana  license"  means  a  license  issued  by  the  division  for  the  purchase,  sale,  manufacturing,  production, 
processinu.  transportation,  or  delivery  ol  mariiuana.  mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(15)  "Mariiuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  ol'uny  kind  which  are 
used,  intended  lor  use,  or  designed  for  use,  in  planting,  propagating,  cullivalinu.  growing,  harvesting,  manufacturing, 
compounding,  converting,  producing,  processine.  preparing,  storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise 
introducing  into  the  human  body  mariiuana.  mariiuana  products,  or  mariiuana  extracts. 

(16)  "Mariiuana  products"  means  products  that  contain  marijuana  or  mariiuana  extracts  and  are  intended  for 
human  consumption.  Mariiuana  products  does  not  mean  mariiuana  bv  itself,  or  a  mariiuana  extract  by  it.self 

(17)  "Marijuana  retailer"  means  a  person  who  sells  mariiuana.  mariiuana  products,  mariiuana  extracts,  or 
marijuana  paraphernalia  to  a  consumer  in  this  state. 

(IX)      "Person"  includes  any  individual  or  entity. 

( "Person  twenty  -one  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty-one 
years  of  ape  holds  a  direct  or  indirect  interest. 

(20)  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

(21 )  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  w  ith 
public  passenger  transportation. 

(22)  "State  law"  means  any  slate  or  Kical  law,  regulation,  rule,  charier,  ordinance,  or  other  governmenlai  action. 

(23)  "Tax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property  ,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee.  a.ssessment.  levy,  tariff,  charge,  or  duty  of  any  kind 
whatsoever  imposed,  a.ssessed.  or  collected  by  or  under  the  authority  of  any  governmental  bodv. 

(24)  "Usable  mariiuana"  means  dried  mariiuana  Howers  and  dried  mariiuana  leaves,  and  anv  mixture  or 
preparation  thereof. 

5.         Ivxcept  as  otherwise  provided  in  this  section,  no  state  law  shall: 

( 1 )  Prohibit  the  possession  or  use  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twenty  -one  years  of  ape  and  older: 

(2)  Prohibit  the  transportation  or  delivery  of  mariiuana.  mariiuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  by  persons  tvvent\-one  years  of  age  and  older  to  persons  twenty-one  years  of  age  and  older: 

(3 )  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  mariiuana.  mariiuana  product.s. 
mariiuana  extracts,  or  mariiuana  paraphernalia  by  persons  twenlv-one  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  inanulacturing.  production,  processing,  transportation,  or  delivery  of  indu.strial 

hemp:  or 

(5j        Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  any  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  or  use  of  mariiuana.  mariiuana  products,  mariiuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 
(y         Notwithstanding  subsection  5  of  this  section,  a  stale  law  may: 

( 1 )  Prohibit  the  im[Tortalion  and  exportation  of  mariiuana.  mariiuana  products,  and  mariiuana  extracts  into  and 
from  this  state:  ^ 

(2)  Prohibit  the  purchase,  sale,  manulacturing.  production,  processing,  or  delivery  of  marijuana,  marijuana 
products,  and  marijuana  extracts  in  or  on.  or  within  one  thousand  feet  of.  real  property  comprising  a  public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  by  individuals  under  twenty-one  years  of  age: 

(3)  Prohibit  the  operation  o\  a  vehicle,  watercralt.  aircraft,  railroad  train,  or  anv  similar  device  while  using  or 
under  the  inlluence  of  mariiuana: 

(4)  Prohibit  the  use  of  mariiuana.  mariiuana  products,  and  marijuana  extracts  in  a  public  place,  provided 
however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction: 

i5)        Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
mariiuana.  mariiuana  products,  and  mariiuana  extracis  hv  any  pe rson  that  does  not  comply  yvith  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  sub.section  7  of  this  .section: 

(6)  Class! I'v  the  penalties  for  \  i(ilaljons  of  such  laws: 

(7)  lmpo.se  an  excise  lax  on  the  llrsi  fair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  not  less  than 
filleen  percent  and  not  more  than  Ihirty  percenl  of  the  purchase  price,  fhe  additional  excise  tax  revenue  authorized  bv 

this  seclion  shall  not  be  pari  of  the  "total  stale  revenue"  within  (he  meaning  of  sections  I  7  and  18  of  article  X  of  this 
constitution,  nor  subiect  to  additional  voter  approval  under  section  IX(e)  of  article  X  of  this  constitution.  In  addition,  the 
expenditure  of  this  additional  revenue  shall  not  be  an  "expense  t)f  state  govemmenl"  under  section  20  of  article  X  of  this 
constitution. 

7,  Subiect  to  the  provisions  of  sub.sectit>n  8  oi'lhis  section,  on  or  before  June  1.  2015.  the  division  shall  promulgate  rules 

and  regulations  that  control  and  reguiate  Ihe  pu rclia.se.  sale,  manulacturing.  production,  processing,  transportation,  delivery, 
possession,  and  use  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  and  mariiuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  lo  obtain  a  mariiuana  license  U)  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  mariiuana.  mariiuana  products,  mariiuana  cxiracis.  or  mariiuana  paraphernalia; 

(2)  Provide  for  the  colleciion  ol  the  cxci.se  lax  providecl  in  paragraph  7  of  subsection  6  of  this  seclion: 

(3)  Prt)yide  for  the  enforcemeni  of  such  laws  and  for  the  examination  and  in.spection  of  the  books,  records,  and 
premises  olTicensees: 

(4)  Regulate  the  advertising  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  and  marijuana  paraphernalia: 
j5j        Provide  for  the  receipt  and  transfer  of  all  funds  received  bv  the  stale  from  the  excise  taxes  and  license  and 

other  fees  collected  under  such  laws,  as  follows: 

(a)  First,  to  the  division,  an  amouni  thai  the  general  assembly  deems  necessary  for  the  division  to  carrv 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  lo  maintain  a  reasonable  working  cash  balance 
lor  Ihe  purpose  »>f  carrying  out  such  ohligatiims: 

(b)  Next,  the  reniaindei  oi'such  funds,  lo  such  specific  transferees  as  the  general  assembly  may 
delerminc,  for  the  lollowing  purposes:  (i)  ii)r  slate  and  local  law  enforcement  and  firefighter  pensions  and  retirement 
plans,  twentv-five  percenl:  (ii)  for  pu  blic  iiisiitutions  ofelementarv  and  secondary  education,  ivventv-five  percent:  (iii) 
for  mental  healih  and  suhslance  abuse  prograins.  tweiilv  percent:  (iy  )  for  cities  and  counties,  fifteen  percent:  and  (v) 
for  public  institutions  of  higher  education  or  for  scholarships  lo  attend  such  institutions,  fifteen  percent:  and 


(c)  AH  moneys  appropriated  bv  the  general  assembly  from  the  excise  taxes  authorized  in  paragraph  7  ol 
subsection  6  of  this  section  shall  provide  additional  liincis  lor  the  purposes  enumerated  above  and  not  replace  existing; 
funding. 

(6)        Limit  the  amount  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time,  prov  ided  however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an 
infraction  for  the  first  violation  and  a  misdemeanor  for  any  second  or  subsequent  violation. 

8.  No  .state  law  or  combination  of  state  laws  shall: 

( 1 )  Except  for  the  tax  pro\  idcd  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  tax  on  marijuana, 
marijuana  products,  marijuana  extracts,  or  transactions  involving  marijuana,  marijuana  products,  or  marijuana  extracts  that  is 
m)t  imposed  on  other  products  generally: 

(2)  Limit  the  amounts  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  ^^iven  time  to  amounts  less  than: 

(H^.        Four  marijuana  plants  and  cipht  ounces  of  usable  marijuana: 
fflt^        Sixteen  ounces  of  marijuana  products  in  solid  form: 

Seventy-two  ounces  of  marijuana  products  in  liquid  form:  and 
fd)        One  t)uncc  of  marijuana  extracts. 
1_3J        Limit  the  agigrcpatc  number  of  licensees  that  mav  hold  marijuana  licenses  or  the  aggregate  number  of 
marijuana  licenses  that  mav  be  granted,  provided  however  that  the  number  of  licensed  marijuana  retailers  in  a  county  may  be 
limited  to  no  fewer  than  one  marijuana  retailer  per  2.500  inhabitants  in  such  county,  according  to  the  most  recent  census  of  the 
United  States: 

(4)  Limit  the  number  of  marijuana  licenses  that  may  be  granted  to  or  held  hv  the  same  person: 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  dilTcrent  tvpes  of  marijuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  licen.se  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  oruani/ed  in  or  a  resident  of  this  state: 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  \  iolating  any  mariiuuna-relaled  t)ffense  that  has  been 
expunged: 

(8)  Require  an  individual  twcntv-onc  \  cars  of  age  or  older  to  obtain  any  license  to  possess  or  use  marijuana, 
marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia: 

(9)  Require  a  consumer  twenty-one  years  of  age  or  older  to  obtain  any  license  to  purchase  marijuana,  marijuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  from  a  licensed  marijuana  retailer: 

( 10)  Require  an  indiv  idual  twenty-one  years  of  age  or  older  to  obtain  an\  license  to  deliver  marijuana,  marijuana 
products.  iTiariiuana  extracts,  or  marijuana  paraphernalia  for  no  consideration  to  an  individual  twenty-one  years  of  age  or  older 
ill 

(a)  The  marijuana,  marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia  were  purchased 
from  a  licensed  marijuana  retailer:  or 

(b)  The  mariiuana  or  marijuana  products  were  manufactured  or  processed  bv  a  person  without  a  license 
in  accordance  with  paragraph  ( 12)  of  this  subsection: 

(11)  Require  any  marijuana  retailer  to  record  the  name  or  any  other  personally  identifiable  information  of  anv 
a)nsumer  twenty-one  years  of  age  or  older: 

( 12)  Require  a  person  twents  -one  \  ears  of  age  or  older  to  obtain  anv  license  or  pay  anv  lax  to  manufacture  or 
process  mariiuana  or  marijuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  o  I  such 
marijuana  and  marijuana  products  at  the  household  do  not  exceed  the  household  exemption  limits:  or 

(13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  marijuana  plants  that  may  be 
manufactured  without  a  license  under  paragraph  ( 12)  of  this  subsection  may  not  exceed  that  for: 

(a)  An  infraction,  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license: 

(b)  A  misdemeanor,  if  the  violation  is  a  first  violation  and  the  number  of  marijuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license:  or 

(c)  A  misdemeanor,  if  (i)  the  violation  is  a  second  violation:  (ii)  with  respect  to  the  first  \  iolation.  the 
number  of  mariiuana  plants  was  not  more  than  double  the  number  of  marijuana  plants  that  mav  be  manufactured 
without  a  license:  and  (iii)  with  respect  to  the  second  violation,  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  mav  be  manufactured  without  a  license;  or 

( 14)  Make  the  ownership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  marijuana- 
marijuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

9.  On  or  before  June  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  a.ssembly  mav  enact 
laws,  that: 

( 1 )  Permit  individuals  with  a  medical  condition  who  mav  benefit  from  the  medical  use  of  marijuana,  marijuana 
products,  and  marijuana  extracts  to  be  able  to  discuss  freely  with  their  doctors  the  possible  risks  and  benefits  of  medical 
marijuana  use  and  to  have  the  benefit  of  their  doctor's  professional  advice: 

(2)  Permit  individuals  sul'fering  from  a  medical  condition  to  be  allowed  to  use  marijuana,  mariiuana  products, 
and  mariiuana  extracts  without  being  subiect  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  mav  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use:  and 

(3)  Provide  that  no  indiv  idual  under  eighteen  years  of  age  shall  be  allowed  to  u.se  mariiuana.  mariiuana  products, 
or  marijuana  extracts  for  medical  purptiscs  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  for  the 
individual's  health  care  decisions  con.senls  to  such  use. 

10.  No  licensed  doctor  mav  be  subjected  to  anv  criminal  or  civil  penalty,  or  to  anv  discipline  by  anv  state  licensing 
division,  board,  or  commission,  for: 

LU        Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagnosed  bv  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  of  marijuana  or  that  the 
medical  u-se  of  mariiuana  mav  mitigate  the  symptoms  or  effects  of  the  person's  medical  condition,  provided  the  advice  is  hiused 
on  the  doctor's  personal  assessment  of  the  person's  medical  history  and  current  medical  condition:  or 

I2l        Providing  any  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 

11.  Thedi  vision  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 

I  he  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

ii         The  general  assembly  mav  enact  laws  that  control,  regulate,  and  tax  the  manufacture,  production,  and  delivery  of 
industrial  hemp.  Anv  additional  tax  revenue  authorized  bv  this  section  on  the  manufacture,  production  and  delivery  of 
industrial  hemp  shall  not  be  pan  of  the  notal  state  revenue"  within  the  meaning  of  sections  17  and  18  of  article  X  of  this 
constitution,  nor  subject  to  additional  voter  approval  under  section  18le)  of  article  X  of  this  constitution.  In  addition,  the 


expenditure  ol  any  adJilional  revenue  shall  not  he  an  "expense  ol  state  povemmcnl"  under  section  20  ol  article  X  of  this 
constitution. 

H.        No  contract  shall  be  unenforceable  on  the  hasis  that  manufacturina.  producing,  delivering,  pc^ssessing.  or  using 
marijuana,  mariiuana  products,  mariiuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  hv  lederal  law. 
J 5^        Nothing  in  this  section  shall  be  construed: 

( 1 )  "['o  amend  or  ulTeet  in  any  wav  any  state  or  federal  law  pertaining  to  employment  matters; 

(2)  To  amend  or  affect  in  any  wav  any  state  or  federal  law  pertaining  lo  landlord-tenant  matters: 

(3)  To  amend  or  affect  in  any  wav  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
pR)perty  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery. 
pos.session.  or  use  of  marijuana  on  such  real  property: 

(4)  1  o  amend  or  affect  in  any  wav  any  state  law  pertaining  to  the  operation  of  a  vehicle,  watercraft.  aircraft, 
railroad  train,  or  any  similar  device  while  using  or  under  the  inlluence  of  marijuana: 

(5)  fo  require  a  person  to  violate  a  federal  law:  or 

(6)  I'o  exempt  a  person  from  a  lederal  law  or  obstruct  the  enforcement  of  a  federal  law. 

16.        If  anv  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  appljcahility.  constitutionality,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases, 
and  words  of  this  section  shall  not  be  affected.  I'o  that  end,  the  subsections,  paragraphs,  phrase.s.  and  words  of  this  section  are 
intended  to  be  severable.  It  is  hereby  declared  to  be  the  intent  of  this  section  that  each  and  every  subsection,  paragraph,  phrase, 
and  word  of  this  section  would  have  been  adopted  regardless  (if  whether  one  or  more  of  the  subsections,  paragraphs,  phra.ses. 
or  words  ol'ihis  section  is  held  unconstitutional,  void,  or  illegal. 

VL         I  he  provisions  of  subsections  2.  3.  4.  6.  7. ').  10.  II.  12.  I.^>.  14.  15.  U).  and  17  of  this  section  and  paragraphs  ( I ).  (2 1, 
and  (5)  of  subsection  5  of  this  section  shall  become  effective  on  .lanuary  1 .  2015.  The  provisions  of  subsections  1  and  S  of  this 
section  and  paragraphs  (.1)  and  (4)  of  subsection  5  of  this  section  shall  become  effective  on  .lune  I.  2015.  All  state  laws  that  are 
inconsistent  with  anv  provision  of  paragraph  ( I ).  (2).  or  (5)  of  subsection  5  of  this  .section  shall  no  longer  remain  in  full  force 
and  effect  on  and  alter  January  I.  2015.  All  stale  laws  that  are  inconsistent  with  any  provision  of  subsections  I  or  8  of  this 
section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  eflect  on  and  after  .lune  I. 
2015.  All  of  the  pro\  isions  of  this  section  shall  be  self-enforcing. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 


njDEC  1  3  2013 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  13,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  1,  version  23  (2014-092) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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Sincerely, 


County  

Page  No. 


JmtJ.lte  Pf:5Xv;isLonsa)llsection  560.02 1.  RSMo.  to  the  contrary,  for  a  term  of 


It  is  a  class  A  misdemeanor  punishable,  notv 

imprisonment  not  to  exceed  one  year  in  theAXArfiiyLjJil  liVie Imtt l(<«Sfceed  ten  thousand  dollars  or  txith.  for  anyone  to  sign 
any  iniliali ve  petition  with  any  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  lor  the  same  election,  or  to  sign  a  petition  -when  such  person  knows  he  or  she  is  not  a  registered  voter. 


County  (or  city  of  St.  Louis), 


''XijNlTlATIVB  PCTITION 
IV)  the  I  lonorable  .lason  Kander.  Secretary  of  State  for  the  state  of  Missouri: 
We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  

respectfully  order  that  the  follow  ing  propo.sed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4""  day  of  November,  20 14,  and  each  for  him.seir 
or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  1  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULAIOR'S  AFFIDAVIT  STATE  OF  MISSOLIRI,  COIJN  fY  OF 


_.  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMh 
( Signature) 

Dale 
Signed 

REOISThRFD  VOTING  At)DRKS.S 
(Street.  No  PO  Boxes)        (City.  Town  or  Village) 

Zip 
Code 

Cong. 
Dist 

NAME 
(Printed  or  Typed) 

1. 

/  / 

/  / 

■> 

/  / 

4. 

/  / 

.S. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

I). 

/  / 

10. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


dav  of 


.Address  of  Affiant 
 ,  A.D.  


Notar>'  Public  (Seal) 


Signature  of  Notary 
Address  of  Notary:  _ 


My  commission  expires 


NOTICE:  You  are  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modit>  b\  iniplication.  ihc  rollowing  provisions  ofthe  Constitution  of 
Missouri—  Sections9.  10.  14.  15.31  &  32  of  Article  1:  Sections  36.  39  &  39(a)  of  Article  III:  Sections  7.  12.  15.22.  23.27(a) 
&  48  of  Article  IV:  Sections  14.  18  &  24  of  Article  V:  Section  l8(d)of  Article  VI:  Section  I  and  4  of  Article  VII;  Sections  2  of 
Article  VIII:  Sections  3(a).  7.  and  9(b)  of  Article  IX:  Sections  1.2.  3. 4(a).  6.  I()(b).  17.  18.  18(e).  19.  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  stale  of  Missouri  that  the  Constitution  be  amended: 
One  new  section  is  adopted  to  be  known  as  Article  I.  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  ol  tvventv-one  years  shall  have  the  ripht  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  ^oods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state 
government  pursuant  to  this  section. 

2.  The  purposes  of  this  section  are: 

( 1)  To  promote  the  vital  state  interest  in  the  regulation  ofthe  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  mariiuana.  and  achieve  other  important  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  marijuana  producers,  distributors,  and  retailers: 

(2)  To  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  pi>ssession  ol" mariiuana  within  this  state: 

(3)  lo  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  mariiuana  by  those  under 
twenty-one  years  of  age,  as  the  consumption  of  marijuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of 
development; 

(4)  To  leualize  under  state  law  the  use  of  mariiuana  bv  individuals  who  arc  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  mav  prov  ide  a  medical  benefit  to  them; 

(5)  To  raise  tax  revenue  from  the  production  and  sale  ol  marijuana,  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  firefighter  pensions  and  retirement  plans,  for  cicmenta rv.  secondary,  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  ol" 
enforcing  regulations  upon  the  sale  and  distribution  of  mariiuana  authorized  b\  this  section: 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  delivery  ol' industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  ol' mariiuana: 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  mariiuana  bv  persons  twenty - 
one  years  of  age  and  older:  and 

(8)  To  legalize  under  state  law  the  delivery  of  marijuana  by  persons  twenty-one  years  of  age  and  older  to  persons 
twenty-one  vears  of  age  and  older. 

3.  The  people  ofthe  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

( 1 )  Prevent  the  distribution  of  mariiuana  to  persons  under  twenty-one  vears  of  age; 

(2)  Prevent  revenue  from  the  sale  of  marijuana  from  going  to  criminal  enterprises,  gangs,  and  cartels; 

(3)  Prevent  the  diversion  of  marijuana  from  this  state  to  other  states: 

(4)  Prevent  mariiuana  activity  that  is  legal  under  stale  law  from  being  used  as  a  cover  or  pretext  for  the 
trafficking  of  other  illegal  drugs  or  other  illegal  activity: 

(5)  Prevent  violence  and  the  use  of  llrearms  in  the  cultivation  and  distribution  of  mariiuana; 

i(h        Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 
the  use  of  mariiuana; 

(7)  Prevent  the  growing  of  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
pt>sed  bv  marijuana  production  on  public  lands; 

(8)  Prevent  the  possession  and  use  of  marijuana  on  federal  property;  and 

(9^        Prevent  Ihc  marketing  and  adverlisement  of  mariiuana.  mariiuana  products,  inarijuuna  extracts,  mariiuana 
paraphernalia,  or  marijuana  usage  to  those  under  twenty  -one  \  ears  of  age. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1)  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  mariiuana 
products,  mariiuana  extracts,  or  marijuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  to  another  of  mariiuana.  marijuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  diy  ision  of  alcohol  and  tobacco  control  within  the  department  of  public  .safety,  or  any 
successor  division  or  department. 

(5)  "Lntity"  includes  a  corporation,  professional  corporation,  nonprolil  corporation,  cooperatiye  corporation, 
profit  or  nonprofit  unincorpt)rated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

(6)  "Kxpungcable  mariiuana  offense"  means: 

(a)  fhe  manufacture,  production,  possession,  or  use  of  marijuana,  mariiuana  products,  marijuana 
extracts,  or  marijuana  paraphernalia:  or 

(b)  I  hc  delivery,  pos.session  with  intent  to  deliver,  or  trafficking  of  marijuana,  mariiuana  products, 
marijuana  extract.s.  or  mariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twenty-one  years  of 
age  or  older  at  the  time  ofthe  olTcnse. 

17}        "Fair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  ofthe 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buyer  vyould  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)        "Household  exemption  limits"  means,  at  anv  given  time: 

(a)  Four  mariiuana  plants  and  eight  ounces  of  usable  mariiuana; 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  form;  and 

(c)  Seventy-two  ounces  of  marijuana  products  in  liquid  form. 

iSl        "Industrial  hemp"  means  Cannabis  Sativa  I.,  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

(10)  "Licen.se"  means  any  license,  permit,  registration,  consent,  or  authoriz.ation  issued,  granted,  given,  or 
ollicrvvise  made  available  bv  or  under  the  authority  of  any  slate  or  local  governmental  body,  agency,  or  onicial. 

(11)  "Licensee"  means  any  person  who  holds: 

(a)  A  mariiuana  license;  or 

(b)  A  license  issued  bv  anv  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  deliyerv  of  industrial  hemp. 


( 12)      "Manulaclnre"  means  the  prodiiciion.  prcpaialion.  propauation.  compoundinp  or  processing  o(  mariiuana 
paraphernalia  or  ol' marijuana,  marijuana  products,  or  marijuana  e.Mracls.  either  directly  or  hv  extraction  from  substances  of 
natural  oriuin.  or  independently  b\  means  ol  chemical  synthesis,  or  bv  a  combination  of  extraction  and  chemical  synthesis,  and 
includes  any  packaging  or  repackaging  of  the  substance  or  labeling  or  relahelinc  of  its  container. 

( 1.^)       "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  growing  or 
not,  other  than  marijuana  extracts. 

( 14)  "Mariiuana  extract"  means  a  product  obtained  by  separating  resins  from  mariiuana  by  solvent  extraction, 
using  soKents  other  than  water,  yegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  ist)propyl  alcohol, 
ethanol.  and  carbon  dioxide. 

(15)  "Marijuana  license"  means  a  licence  issued  hy  the  divisit)n  Ibr  the  purchase,  sale,  manufacturing,  production, 
processinii.  transportation,  or  delivery  of  marijuana,  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

( 16)  "Mariiuana  paraphernalia"  means  all  cc|uipmcnl.  products,  substances  and  materials  of  any  kind  which  are 
used,  intended  for  u.se.  or  designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing. 
compounding,  converting,  producing,  processina.  preparinn.  storinu.  containing,  concealini;.  iniicstinu.  inhalint;.  or  otherwise 
introducing  into  the  human  body  marijuana,  mariiuana  products,  or  marijuana  extracts. 

( 17)  "Marijuana  products"  means  products  that  contain  niarijuatia  or  marijuana  extracts  and  are  intended  for 
human  consumption.  Mariiuana  products  docs  not  mean  mariiuana  by  itself,  or  a  mariiuana  extract  by  itself 

( 18)  "Mariiuana  retailer"  means  a  person  who  sells  marijuana,  mariiuana  products,  marijuana  extracts,  or 
marijuana  paraphernalia  to  a  consumer  in  this  stale. 

(I'))       "Person"  includes  any  individual  or  eniii>  . 

(20)  "I'erson  lwent\-one  years  of  auo  anci  older"  includes  an\  entity  in  which  no  individual  under  twenty-one 
years  of  age  holds  a  direct  or  indirect  interest. 

(21)  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
mariiuana.  mariiuana  products,  marijuana  extracts.  t)r  marijuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  ijcncral  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  .street.s.  schools.  r)laces  ol  amusement,  park.s.  playgrounds  and  premi.ses  used  in  connection  with 
public  pa.s.senger  transportation. 

(2,1)       "State  law"  means  any  state  i>r  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)       "  l  ax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property,  sales, 
use,  irunsl'cr.  value  added,  concession,  add  on  minimum,  or  other  lax,  fee,  assessment,  lew,  tariff,  charge,  or  duty  of  anv  kind 
whatsoever  imposed,  assessed,  or  collected  by  or  under  the  authority  of  any  gu\ernmenial  body. 

(2.^)       "Usable  marijuana"  means  dried  mariiuana  llowcrs  and  dried  marijuana  leaves,  and  any  mixture  or 
preparation  thereof. 

5.  Ivxcepl  as  otherwise  provided  in  this  section,  mi  stale  law  shall: 

( 1 )  Prohibit  the  pcrssession  or  use  i>f  marijuana,  marijuana  products,  marijuana  extracts,  or  mariiuana 
paraphernalia  bv  persons  twenty-one  years  of  age  and  older: 

(2)  Prohibit  the  transportation  or  deli  very  ol  mariiuana,  mariiuana  products,  mariiuana  cxtract.s,  or  mariiuana 
paraphernalia  hv  persons  twenty-one  years  of  age  and  older  to  pcrstms  twenty-one  sears  of  age  and  older: 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products, 
mariiuana  extracts,  or  marijuana  paraphernalia  bv  persons  twenty -one  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  inanulaciuring.  produciioii.  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

{>)        Provide  for  the  seizure  or  forfeiture  of  anv  property  u.sed  in  connection  with  anv  purchase,  sale, 
manufacturing,  production,  processing,  traiispoitation.  delivery,  pos.sessit)n,  or  use  of  marijuana,  mariiuana  products,  mariiuana 
paraphernalia,  or  industrial  hemp  i  1  such  nianulacliirc.  produclion.  delivery,  pt^ssession.  or  use  is  lawful  under  state  law. 

6.  Notwithstanding  subsection  i  ol  ihis  section,  a  slate  latv  niav: 

( 1 )  Prohibit  the  importation  and  cxponalion  of  mariiuana,  mariiuana  products,  and  marijuana  extracts  into  and 
from  this  state: 

(2)  Prohibii  ihc  purcnjsc,  sale,  manufacturing,  produclion.  processing,  or  delivery  of  mariiuana.  mariiuana 
products,  and  marijuana  extracts  in  or  on.  or  within  one  thou.sand  feel  ol',  real  proper^  comprising  a  public  or  private 
elementary  or  secondary  school,  public  \ocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  by  indiv  iduals  under  lwenis-t>i^c  years  of  age: 

(■"!)        Prohibit  the  operation  of  a  vcnicle,  waiercrail,  aircraft,  railroad  train,  or  anv  similar  device  while  using  or 
under  the  inlluence  of  mariiuana: 

(4)        Prohibit  the  use  of  marijuana,  inanjuana  products,  and  marijuana  extracts  in  a  public  place,  provided 
however  that  the  penalty  for  yit)lation  of  sucn       iu:is  not  excceu  ihal  for  an  infraction: 

Prohibii  the  purchase,  sale.  manufacliirinK.  production,  processing,  transportation,  delivery,  or  possession  of 
marijuana,  marijuana  producls .  aiiu  muriiiiana  i  \ [Tiic ( s_b> ji uv  |)e rsj tu  jji . t]>u--s  not  a>mpiv  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  wiin  subsection  7  of  this  section: 

(6)  Classify  the  penalties  for  \  iolalioiis  of  such  laws: 

(7)  Impose  an  excise  lax  on  the  l"r-»i  fair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  not  less  than 
nileen  percent  and  not  more  lliun  ihiny  perceiil  of  Ihc  purchase  price.  The  additional  excise  lax  revenue  authorized  bv 

this  section  shall  not  be  part  of  the  "lota!  stjtc  r';vcnue"  within  the  meaning  of  sections  17  and  18  of  article  X  of  this 
constitution,  nor  subjeci  lo  addiiional  yoier  apprt>val  under  seclion  I  S(ci  ol  ariicle  X  of  this  constitution.  In  addition,  the 
expenditure  of  this  additional  revenue  shall  not  he  nu  •'expense  ul'slale  goycrnmenl"  under  section  20  of  article  X  of  this 
con.stitution. 

7^  Subject  to  the  provisions  of  suhscctioii    ol  tliis  section,  on  oi  lieiou  .lunc  1.  20[5.  ihe  division  shall  promulgate  rules 

and  regulations  that  control  and  reguiate  the  purchase,  sale,  mnnulacturing.  production,  processing,  transportation,  delivery, 
possession,  and  use  of  marinia.ia,  marijuana  products,  iiiarijuanu  extracts,  and  mariiuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  .ind  la\ys  that; 

( 1 )  Ret|uirc  a  person  lo  «)litain  a  marijuaria  license  ui  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  marijuana,  marijiiana  pioOucls.  niarijuiiM.i  cxtracis.  u:  ii.Hriiuaiu  paraphernalia: 

(2)  Prtiy  idc  fi)i'  the  cullecmm  ol  ilic  »..\>.ise  lay  prt)vidc>.l  i  ,  |iaiagiapli  7  of  sub.section  6  of  this  section: 

12A        Proy  idc  li)r  the  eniorcemeni  of  such  laws  and  lor  ihe  examination  and  inspection  of  the  book.s.  records,  and 
premises  of  licensees: 

(4)  Keguiate  the  advertising  of  m^riiuaiu,  aiariiuana  [iioduci.s.  mariiuana  extracts,  and  marijuana  paraphernalia: 

(5)  Proy  idc  for  the  receipt  and  irarsler  ol'all  kinds  receiver  by  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  un>ler  such  la\ys.  ::s  l'^llioyv^: 

(a)        I'irst,  to  the  division,  an  jmount  that  the  general  assembly  deems  necessary  for  the  division  to  carry 
out  the  division's  obiiga'ions  unoer  such  laws,  includinn  a  resci-vc  fund  to  maintain  a  rca.sonahle  working  cash  balance 
for  the  purpose  ol  can  vinu  iui(  such  iil>!(i^;j lions. 


(b)  Next,  the  remain Jcr  oT such  I'tinus.  lo  such  spocil'ic  truiislcices  as  the  aenerul  assembly  may 
determine,  lor  the  following  purptises:  (i)  lor  stale  and  local  la-.v  cnioreement  and  llrefighter  pensions  and  retirement 
plans,  twenlv-llvc  percent;  (ii)  lor  public  instiititions  ot  elementary  and  sccondar\  education,  iwenty-llye  percent;  (iii) 
lor  mental  health  and  substance_abuse  programs,  twenty  percent;  (i\ )  lor  cities  and  counties.  llHeen  percent;  and  (y) 
for  public  institutions  of  higher  education  or  lor  scholarships  to  attend  such  institutions,  llllcen  percent;  and 

(c)  All  moneys  appropriated  by  the  ueneral  asscnibU  troni  the  excise  taxes  authorized  in  paragraph  7  ol" 
subsection  6  ol  this  section  shall  provide  additional  Hinds  lor  the  purposes.enumeratcd  aboye  and  not  replace  existing 
funding. 

(61        Limit  the  amount  ol  mariiuana.  niariitiana  produces,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  pjycn  time,  proyidcd  however  that  the  penalty  for  yiolation  of  such  la\v  may  not  exceed  that  lor  an 
infraction  for  the  first  violation  and  a  misdemeanor  for  any  second  or  subsequent  viol.atioji. 
8.         No  state  law  or  combination  of  stale  laws  shall: 

( 1)  lixcept  for  the  tax  provided  in  paragraph  (7)  of  subsec'.ion  6  of  this  section,  impose  any  tax  on  mariiuana. 
mariiuana  products,  mariiuana  extracts,  or  transactions  involving  mariiuana.  marijuana  products,  or  mariiuana  extracts  that  is 
nt)t  imposed  on  other  products  generally; 

(2)  Limit  the  amounts  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  ^^ivcn  time  to  amounts  less  than: 

Four  marijuana  plants  and  eight  ounce.^  ol  usable  mariiuana; 
fbll        Sixteen  ounces  of  marijuana  products  in  solid  form; 
feU        Seventy-two  ounces  of  mariiuana  products  in  liouid  form;  and 

(d)  One  ounce  of  mariiuana  extracts. 

(3)  Limit  the  aggregate  number  of  licensees  that  nia\  hold  mariiuana  licenses  or  the  aggregate  number  of 
marijuana  licenses  that  may  be  granted,  provided  however  that  the  number  ol'iicensed  mariiuana  retailers  in  a  county  may  be 
limited  to  no  fesver  than  one  marijuana  retailer  per  2.500  inhabitants  in  such  county .  according  lo  the  most  recent  census  of  the 
United  States: 

(4)  Limit  the  number  of  mariiuana  licenses  that  mav  be  ^^ranted  to  or  held  by  the  same  person; 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  dilTcrent  ivpes  of  mariiuana  licenses; 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  anv  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state; 

£21        Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating:  (i)  any  non-discretionary  expungcabic 
marijuana  olTense  in  paragraph  ( I )  or  (2 )  of  subsection  ( 14)  of  this  section;  or  (ill  any  marijuana-related  olfense  that  has  been 
expunged; 

(8)  Require  an  individual  twenty -one  \  ears  o''age  or  older  to  obtain  my  license  to  possess  or  use  mariiuana. 
mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia; 

(9)  Require  a  consumer  tyventv-one  years  ol'agc  or  older  to  obtain  anv  license  to  purchase  mariiuana.  mariiuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  li"om  a  licensed  mariiuana  retailer; 

( 10)  Require  an  individual  twenty -one  years  of  age  or  older  to  obtain  any  license  to  deliver  mariiuana.  mariiuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  for  no  consideration  to  an  individual  twenty -one  vcars  of  age  or  older 

it 

(a)  The  marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia  were  purchased 
from  a  licensed  marijuana  retailer:  or 

(b)  The  marjjuana  or  marijuana  prt)dueis  yyerc  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  with  paragraph  (12)  of  this  subsection; 

(11)  Require  anv  marijuana  retailer  to  record  the  name  or  any  other  personally  identifiable  information  of  any 
con.sumer  twenty-one  years  of  age  or  older; 

(12)  Require  a  person  twenty-one  years  of  age  or  older  to  obtain  any  license  or  pay  anv  tax  to  manufacture  or 
process  marijuana  or  mariiuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
mariiuana  and  mariiuana  products  at  the  household  do  not  exceed  the  household  exemption  limits;  or 

( 13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  mariiuana  plants  that  may  be 
manufactured  yvithout  a  license  under  paragraph  ( 12)  of  this  subsection  mav  not  exceed  that  for: 

(a)  An  infraction,  if  the  yiolation  is  a  lirsi  violation  and  the  number  ol  marijuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license: 

(b)  A  misdemeanor,  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  marijuana  plants  that  may  be  manufactured  without  a  license;  or 

(cj        A  misdemeanor,  if:  (i)  the  violation  is  a  second  y  iolation:  (ii)  yvith  respect  to  the  first  violation,  the 
number  of  mariiuana  plants  was  not  more  than  double  the  number  of  marijuana  plants  that  may  be  manufactured 
yvithout  a  license:  and  (iii)  with  respect  to  the  second  violation,  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  marijuana  plants  that  may  be  manufactured  yvithout  a  license;  or 

(14)  Make  the  oyvnership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  mariiuana. 
marijuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia  in  this  state  so  burdensome  that  it  yvould  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

9i  On  or  before  June  I.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  may  enact 
laws,  that: 

LQ        Permit  individuals  yvith  a  medical  condition  yvho  mav  benefit  from  the  medical  use  of  mariiuana.  mariiuana 
products,  and  mariiuana  extracts  to  be  able  to  discuss  frcclv  yvith  their  doctors  the  possible  risks  and  benefits  of  medical 
mariiuana  use  and  to  hay  e  the  benefit  of  their  doctor's  professional  advice: 

I2l        Pemiil  individuals  suffering  from  a  medical  condition  to  be  allowed  (o  use  mariiuana.  mariiuana  products. 
and  mariiuana  extracts  yvithout  being  subject  to  civil  or  criminal  penalties  yvhen  their  doctors  advise  that  such  use  may  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use;  and 

01  Provide  that  no  individual  under  eighteen  years  of  age  shall  be  alkuved  to  use  marijuana,  mariiuana  products, 
or  mariiuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  yvith  responsibility  for  the 
individual's  health  care  decisions  consents  to  such  use. 

iili       No  licensed  doctor  may  be  subjected  to  anv  criminal  or  civil  penalty,  or  to  anv  discipline  by  any  state  licensing 
division,  board,  or  commission,  for: 

LLl        Advising  a  person  yvhom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagnosed  by  another  licensed  doctor,  about  the  risks  and  benellls  of  medical  use  of  mariiuana  or  that  the 
medical  use  of  mariiuana  may  mitigate  the  symptoms  or  effects  of  the  person's  medical  condition,  provided  the  advice  is  ba.sed 
on  the  doctor's  personal  assessment  of  the  person's  medical  history  and  current  medical  condition:  or 

ID        Providing  any  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 
IJL        Thed  ivision  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 


12.  The  departmcni  is  directed  and  aiithori/ed  to  enTorce.  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

13.  The  general  assemhh  ma\  enact  laws  thai  control,  rcuulalc.  and  lav  the  manulacturc.  production,  and  delivery  of 
industrial  hemp.  Any  additional  lax  revenue  aiithori/cd  hv  this  section  on  ihc  inanulacUirc.  production  and  delivery  of 
industrial  hemp  shall  not  he  part  ol'the  "total  stale  revenue"  within  the  meaning  ofsections  17  and  18  ofarticle  X  ofthis 
eonstimtion.  nor  subject  to  additional  voter  approval  under  section  18(c)  ofarticle  X  ofthis  constitution.  In  udditl(>n.  the 
expenditure  ol'anv  additional  revenue  shall  not  be  an  "expense  ol'state  povernment"  under  section  20  orarticle  X  ofthis 
constitution. 

14.  Convictions  of  marijuana  offenses  shall  be  expunpeahle  as  follows: 

( 1 )  An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  expuneeable  marijuana  ofTense. 
and  who  was  twonty-»)nc  years  of  aac  or  older  at  the  time  of  the  offense,  mav  appiv  to  the  court  in  which  he  or  she  was 
sentenced  for  an  order  to  expunge  all  ol'llcial  records  ofhis  or  her  arrest,  pica,  trial,  and  conviction.  If  the  court  determines, 
upon  review,  that  such  individual  has  plead  guillv  to  or  has  been  convicted  of  an  expunaeable  marijuana  offense,  the  court  shall 
enter  an  order  of  expunnement.  An  individual  shall  he  enlitled  lo  one  or  more  expungements  pursuant  to  this  paragraph  ( I  ). 

(2)  After  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  guilty  to  or  has  been  convicted  of 
violaling  any  cxpungeahle  marijuana  offense  for  the  tlrst  time,  and  who  was  under  twenty-one  years  of  age  at  the  time  of  the 
otTense.  and  who  since  such  conviction  has  not  been  convicted  (>f  any  other  marijuana-related  olTense.  may  apply  to  the  court 
in  \shich  he  or  she  was  sentenced  for  an  order  to  expunge  all  oflicial  records  ofhis  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  deterniines.  upt>n  re\  lew,  that  such  individual  has  nol  been  conv  ictcd  of  any  other  mariiuana-rclatcd  olTensc  at  the 
time  ol'the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 

(.1)        An  individual  who  has  plead  guillv  Id  or  has  been  convicled  of  violating  any  expungeable  marijuana  offense 
that  is  not  expunueahle  under  paragraphs  ( I )  or  (2)  ofthis  subseclion  may  appIv  to  the  court  in  which  he  or  she  was  .sentenced 
for  an  order  to  expunge  all  official  records  ofhis  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
that  an  expungement  is  in  the  interests  (if  justice,  the  court  mav  enter  an  order  of  expungement.  An  individual  ma\  be  entitled 
to  one  or  more  expungements  pursuant  to  this  paragraph  (3). 

(4)         Ihc  effect  of  an  order  ()f  expungement  shall  be  to  restore  the  applicable  individual  to  the  status  he  or  she 
occupied  prior  to  such  arresi.  plea  or  conv  iction .  a^  if  such  event  had  never  happened.  Nt)  individual  as  lo  whom  such  order  has 
been  entered  shall  he  held  thereafter  under  an\  provision  of  an\  law  lo  he  guillv  of  perjury  or  otherwise  giving  a  false 
statement  by  reason  ofhis  or  her  failure  lo  recite  or  acknowledge  such  arrcsl.  pica,  trial,  conviction  or  evpunpement  in  response 
U)  any  inquiry  made  of  him  or  her  Ibr  any  purpose  whatsoever. 

15.  No  contract  shall  he  uncniorceahic  on  Ihc  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using 
marijuana,  marijuana  producls.  marjjuana  extracts,  inarijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 

16.  Nothing  in  this  section  shall  be  construed: 

( 1 )  To  amend  or  alVect  in  an\  vyav  anv  slate  or  federal  law  pertaining  to  employment  matters: 

(2)  I'o  amend  or  affect  in  any  wav  anv  state  or  federal  law  pertaining  to  landlord-tenant  matters: 

(3)  It)  amend  or  alTect  in  any  wav  anv  slate  or  ledcral  law  that  permits  an  owner,  lessor,  or  les.see  of  real 
property  or  any  other  pt:rson  who  has  a  legal  esiate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery. 
possession,  or  use  of  marijuana  on  such  real  properly ; 

(4)  fo  amend  or  affect  in  anv  wav  anv  siaie  law  pertaining  to  the  operation  of  a  vehicle,  vvatercrafl.  aircraft, 
railroad  train,  or  any  similar  device  while  using  or  under  the  inHuence  ol  marijuana: 

(5)  To  ret|uire  a  pers(in  to  violale  a  federal  law:  or 

(6)  lo  exempt  a  person  Irom  a  federal  law  or  obstruct  ihe  enforcement  of  a  federal  law. 

17.  If  any  sub.seclions.  paragraphs.  plira.se.s.  or  words  ofthis  section  shall  he  held  unconstitutional,  void,  or  illegal,  either 
on  their  lace  or  as  applied.  Ihe  applicabilitv.  consliiutionalily.  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases, 
and  words  ofthis  sectit^n  shall  not  be  affected,  lo  that  end,  the  siihsectii>n  s^  paragraphs,  phrases,  and  words  of  this  section  are 
inlended  lo  be  severable.  Il  is  herein  declared  lo  be  ihe  inleni  ofthis  secliiin  that  each  and  every  subseclion.  paragraph,  phrase, 
and  word  ofthis  section  would  have  been  adopicil  icgardless  of  whether  one  or  more  ol  the  subsections,  paragraphs,  phrases, 
or  words  ofthis  section  is  held  uncon.siiiulional, '  oid^oijilejiaj; 

18.  fhe  provisions  of  subsections  1.  }.  4.  o.  7,  9.  It).  II.  12.  13.  14.  15.  16.  17.  and  IS  of  this  section  and  paragraphs  ( I ). 
(2).  and  (5)  of  subsectioii  5  of  Ihis  section  shall  become  efleciive  on  .lanuarv  I.  2015.  The  provisions  of  sub.seclions  I  and  X  of 
this  section  and  paragraphs  (3  i  .iiul  (4)  t>l\ubseclii"i  5  ol'lhis  seclioii  shall  become  elVeclive  on  June  I.  2015.  All  siale  laws 
thai  are  inconsislent  with  anv  pi\.v  ision  ol  paragrajih  ( I ).  (2).  iir  (5)  >if  subsection  5  ofthis  section  shall  no  longer  remain  in  full 
Ibrce  and  el  feet  on  and  al  ter  .lanuarv  1 .  20 1 5.  Ah  state  laws  thai  are  inconsistent  with  any  provision  of  subsections  I  or  X  of 
this  section  or  paragraph  (3)  or  (4|  of  subsecti>>ii  5  ofthis  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after 
.liine  I.  2015.  All  ofllie  prov  isions  ofthis  section  shall  be  self-enforcing. 


STATE  AUDITOR'S  OFF'OE 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  13,2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  I,  version  24  (2014-093) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 1 0 1 
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RECEIVFD  County  

Page  No.  

It  is  a  class  A  misdemeanor  punishable.  n^3l(}gi(Tdi}igilit{"l)i;c)4j.-di29^>l  scciion  560.021.  RSMo,  to  the  contrary,  for  a  term  of 
iniprisonmenl  not  to  exceed  one  year  in  the  eouiily  jail  or  a  tine  not  lo  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initialis  e  petition  with  any  name  other  than  hi^s.or  her  owny  or  know  ingly  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  .\<hcn  such  person  knows  he  or  she  is  not  a  registered  voter. 

"  '  .  '   '  .  ' 
iSrtT(A''riVfi'?'feTITION 

To  the  Honorable  Ja.son  Kander.  Secretary  of  Slate  for  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  tlic  stale  ot  Missouri  and  County  (or  city  of  St.  I.ouis). 

respectfully  order  that  ilie  following  proposed  amendment  lo  the  constitution  shall  be  submitted  to  the  voters  of  the  stale  of 
Misstiuri.  tor  their  approval  or  rejeciion.  at  the  general  election  to  be  held  on  the  4""  day  of  November,  2014,  and  each  for  himself 
or  herself  says:  I  have  personallv   signed  ihis  petition;  I  am  a  registered  voter  of  the  slate  of  Mi.sstjuri  and 

 County  (or  city  of  Si.  I  ,ouis);  my  registered  voting  address  and  the  name  ot  the  city,  town  or  village 

in  which  I  live  are  correctly  written  al\er  my  name. 

(SI'ACK  RRMiRVED  FOK  OrnCIAL  BALLOT  TITLE] 


CIRCULA  l  OR'S  AFFIDAVI  r  SI  Al  H  Of  MISSOURI.  COUNTY  OF  ^  I. 

 .  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAI^F 
( Signature) 

Date 
.Signed 

Rici.';i  t:i;i:t)  voting,  Ai)t)i<t;is 

(.Slreel.  No  PC)  Boxes)       (Citv.  town  or  Viltage) 

/ip 
Code 

Cong 
Disi 

NAIVIH 
(Printed  or  t  vped) 

1. 

/'  / 

/  / 

-> 

. 

/  / 

4. 

/  / 



5. 

6. 

/  / 

1 

7. 

 1 

/  / 

X. 

/  /  i 

9. 

/  / 

10. 

/  / 

1 

signed  this  page  of  the  toregoing  petiiion.  and  each  ol'ihem  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  regi.slered  voter 
of  the  .stale  of  Missouri ;  nd  County. 


Signature  of  Affiant 
(Person  obtaining  .signatures) 


.^ddrcss  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.f).  


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


NOTICE:  You  are  advised  thai  the  prorH>sc<l  corsti'ulion.O  amfnlmctH  mav  chitfiix!.  repeal,  or  modify  hv  implication  or  may 
be  construed  by  some  persons  to  chiinL',c.  repc.il  i>r  n.odilv  b>  implicMUiin  the  lolkn^  .mi  jmov  isumsorihe  Constitution  of 
Missouri—  Sections  9,  10.  14.  15.  .>!  It  S2  of'Artiele  I:  Sections  36.  39  &  39ia)  ol  ArticIc  III:  Sections  7.  12.  15.  22.  23.  27(a) 
&  48  of  Article  IV:  Sections  14.  18  &  24  ol  Aniele  V;  Section  I8(dj  of  Article  Vh  Secti»>n  I  and  4  of  Article  VII;  Sections  2  of 
Article  VIII:  Sections  3(a).  7.  aiio  9(())  of  Viticle  l\:  Sections  I.  Z.  .<.  "Ifa).  6.  i();t>).  I  7.  IS.  IH(c).  19,  20  &  24  of  Article  X: 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  oj  the  stair- »/      soi'ri  mat  !ht  t  'onsliiuiion  oe  iimeiideJ: 
One  new  section  is  adopted  to  ix-  known  as  /VitK-le  I.  Seriion  3  Mill  ami  lo  read  as  foKows: 

35(a)  I.  Citizens  over  the  bec  ol  iwcniv-onc  vearb  shall  haxe  ihyrij-'hl  lo  jMigai;e  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  apdjlH.Lmaimfai^:iujyjt)X&V.o#^^  tli^^  state 

government  pursuant  to  this  section. 

2.  The  purposes  of  this  section  are: 

(1)  lo  promote  the  vital  state  interest  in  the  leeulatioii  ol  the  sale  aiitJ  distribution  oi  marijuana  in  order  lo 
combat  illegal  underage  use  of  mariiui  na.  am!  aeliie'  e  oiher  itn|H-  iaii'  sut.'  m^licv  f/jalj;  siieh  as  maininining  an  orderly 
marketplace  composed  of  s(aie-li';ensed  m/iriiuana_£ro4uc'eni.jJJ.si  retailers:. 

(2)  "1  o  eliminate  the  pioblctivs  c.mjcd  !■>  tin-  proliibiiioii  and  unconuolicd  criminal  manufacture,  production, 
delivery,  and  possession  of  inariiuari.i  within  ihi.^  slali'i 

(3)  l  o  prcvcni  ilie  producti<'n.  sale,  distribution,  and  ivcreatiotial  coiLMiinptioii  of  marijuana  by  those  under 
twcntVHmc  years  of  age,  as  the  consumption  of  matiiuatm  pose.v  piuHoular  ha?.a'ds  to  itiiiiors.  whose  brains  arc  still  in  a  state  of 
development: 

(4)  lo  legalize  under  suite  law  tlv.  use  of  iii^iiuaiia  i'v  iiidi%idua!s  who  are  sullcrina  Irom  a  medical  condition 
when  their  doctors  advise  that  such  use  mav  pro\  idr  a  medical  bi.'nellt  to  them; 

(5)  To  raise  tax  revenue  Irom  llic  pro-.^udit>  i  jmu  sale     niai  jj':ana.  and  tu  jliocate  such  re^  enue  for  state  and 
local  law  enforcement  and  lirelightcr  pensi;ins  anJ  retirement  plans,  for  elenieiuars.  .-iecondaiA .  and  hiuher  education,  for  the 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  pioerams.  and  for  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  disi'ibuiifn  oi  ni.  ijuatia  :iutliur|/xiLbvJJiiSjLeuj!in^ 

(6)  To  legalize  under  state  law  ihe  I'lanufacture.  produciion.  and  ueiivei-y  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  jcparate  ami  aoart  from  the  reguiatioii  of  marijuana; 

(7)  To  legalize  under  state  law  'he  maimfaeiure.  pntduction.  possession,  and  u?c  of  marijuana  by  persons  twcntv- 
one  years  of  age  and  older:  and 

(8)  To  leaalize  under  sti'te  law  ihc.deliyery  of  marijuana  bv  persons  ivventv-onc  years  of  aee  and  older  to  persons 
twenty -one  years  of  aae  and  older. 

3,  The  people  of  the  state  of  Missouri  intend  that  the  lules.  regulations,  anu  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  c.xislina  state  law,  will: 

( 1 )        Prevent  the  distribution  ol  niariija,.a  lo  p.'isons  u;iJer  twenly-o.-ic  veais  of  age: 

(2J        Prevent  revenue  from  the  sale  ol" marijuana  from  goiny.  to  criminal  enterpri.ses.  gangs,  and  cartels; 

(3)  Prevent  the  div ersion  ol  maiijiKiniLljrQr.n  j^hJistau^^ 

(4)  Prevent  mariiuana  acliv  ilv  that  i.<  ieuai  under  .stale  law  irtmi  ixing  used  as  a  cov  er  or  pretext  Ibr  the  " 
trafficking  of  other  illegal  dmgs  or  other  illegal  activity; 

(5)  Prevent  violence  and  the  use  <>{  li'varms  in  the  cjltivaiiun  and  distribution  v''  marijuana: 

(6)  Prevent  druaaed  driv  ing  and  ihe  CNacerbation  of  other  adverse  nubile  health  consequences  associated  with 
the  use  of  mariiuana: 

(7)  Prevent  the  mowing  ol'  'nai'iiuana  on  public  lands  and  the  attendant  publip  .safety  and  environmental  dangers 
posed  bv  marijuana  production  on  public  lands:: 

(8)  Prevent  the  possession  and  u.se  of  marijuana  on  federal  propcnv:  and 

(9)  Prevcnl  ihc  markei'ng  ■mJ  advcnisemeni  of  irari  'mna.  mariiuaiii'.  products,  marijuana  extracts,  marijuana 
paraphernalia,  or  mariiuana  usage  to  those  undci  twenty  ■■•ik  vears  ol  at:e. 

4^         Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  individual  who  purchases,  acquncs.  nwn.s.  lH>lds.  or  u.scs  mariiuana.  mariiuana 
products,  mari  juana  extracts,  or  marijuana  paraphernalia  otltcr  lhan  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivei-y"  means  the  iransfer  irom  one  person  to  another  ol" marijuana,  marijuana  products, 
mariiuana  extracts,  or  marijuana  parapliernaiij.  wlicther  oi  not  there  is  an  ageiic  v  leialioiisliip.  and  includes  a  sale. 

(3)  "Department"  means  tiie  Liepurtmenl  of  health  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  toliaca)  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a  cor|K)ration.  prol'es.^ional  coiwration.  nonprofit  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  cniii> .  and  includes  a  govemincnt  subdiv  ision  or  agency. 

(6)  "l:xpungeable  marijuana  olTcn.se"  means: 

(a)  The  manufacture,  produci ion,  possession,  or  use  of  marij nana,  marijuana  products,  marijuana 
extract.s.  or  mariiuana  paraphernal ia;  or 

(b)  The  delivery.  pos.session  with  intent  to  deliver,  or  tral  licking  of  marijuana,  marijuana  prt)ducts. 
marijuana  extracts,  or  mariiuana  paraphernalia  to  one  or  inorc  individuals  if  such  indi  viduals  were  twenty  -one  years  of 
aae  or  older  at  the  time  of  the  olTense. 

(7)  "fair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  willnm  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  anv  given  time: 

(a)        Four  marijuana  plants  and  eight  ounces  of  usable  mariiuana: 
tb)        Sixteen  ounces  ol  mariiuana  products  in  solid  form:  and 

(c)  Seventy-lwo  ounces  of  marijuana  products  in  liquid  form. 

iSl        "Industrial  hemp"  means  Cannabis  Saliva  L.  containing  no  t-reater  than  one  percent  tetrahydrocannabinol. 

( 10)  "License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  bv  or  under  the  authority  of  anv  state  or  local  governmental  body,  agcnev.  or  olt'icial. 

(11)  "Licensee"  means  any  person  who  holds: 
fa)        A  mariiuana  liccii.se:  or 

ufl        A  license  issued  bv  anv  state  agency  lor  the  purchase,  sale,  manufacturing,  production,  processing- 
transportation,  or  delivery  of  industrial  hemp. 


( 12)       "Manulaclurc"  means  ihc  production,  preparation,  propu^ation.  c»inp(iundinn  pr  processing  ol  marijuana 
paraphernalia  or  of  mariiiiana.  marijiiana  products,  or  marijuana  cMracls.  cither  dircctK  or  by  extraction  fmm  substances  of 
natural  oritiin.  or  indcpcndenlK  h\  means  ol" chemical  synthesis,  or  b^  a  combination  ol  extraction  and  chemical  synthesis,  and 
includes  any  packauin^  or  repackauinu  ol'thc  substance  or  labeling  or  relabelinjj  of  its  container. 

(I-')      "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  lorm  thereof,  whether  urowinp  or 
not,  other  than  marijuana  extracts. 

( 14)  "Marijuana  extract"  means  a  product  obtaincti  by  separating  resins  from  mariiuana  by  solyent  extraction, 
using  soKents  other  than  water,  y  epetahle  tilycerin.  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropyl  alcohol, 
ethanol.  and  carbon  dioxide. 

(15)  "Marijuana  license"  means  a  iicense  issued  h\  the  diy  ision  lor  the  purchase,  sale,  manufacturinp.  production, 
processinn.  transportation,  or  deliyery  ol  uiaiijuana.  uiarimaiia  pit)ducis.  inariiuuua  extracts,  or  mariiuana  paraphernalia. 

( 16)  "Marijuana  paraphernalia"  means  all  cquipnient.  produces,  substances  and  malerials  of  any  kind  which  are 
used,  intended  lor  use,  or  designed  Ibr  use,  in  planting,  propa^jaltni;.  cuUivatini-.  urouint;.  harvesting,  manufacturing. 
compoundinu.  converting,  producing,  processing,  preparinu.  siorina.  ctmtaininu.  concealing,  inpestinu.  inhalinc.  orotheryvise 
introducing  into  the  Iniman  body  mariiuana.  mariiuana  products,  or  marijuana  extracts. 

( 17)  "Mariiuana  pi\)ducls"  means  prouuct.s  that  contain  niarijuaua  or  marijuana  extracts  and  are  intended  for 
human  consumption.  Marijuana  products  does  not  iVican  marijuana  by  ilsell.  or  a  marijuana  extract  by  itself 

( IX)      "Marijuana  retailer"  means  a  person  who  sells  marijuana,  marijuana  products,  mariiuana  extracts,  or 
marijuana  paraphernalia  lo  n  consumer  in  iliis  slate. 

(  I*))       "Person"  iiickidcs  anv  iiidiy  ulual  nr  eiitif  . 

(2(1)       "lVrs<)n  iaciu\-,>nc  vcarv  ■il  iiije  and  oidei'  includes  anv  cnlily  in  which  nc.  indiv  idual  under  twenty-one 
years  of  age  holds  a  direct  or  indirect  inierest. 

(21 1       "I'rodiice"  or  "produciion"  includes  the  manui'aciure.  planting,  cultivation,  growing,  or  harvesting  of 
marijuana,  marijuaiui  pioduct.s.  miirijuuiiu  extracts,  or  iiiai  iiiuiin.  pararn-.nuilia.  ' 

(22)  "Public  place"  means  a  place  lo  wiiicli  the  ijencrial  r'ublic  has  access  .ind  includes,  but  is  not  limited  lo. 
halKsays.  lobbies  and  other  parus  o I  apartment  liou.scs  and  hotels  not  con.siituiing  rwms  or  apartments  designed  for  actual 
residence,  and  high\sa\s.  .streets.  scho(^is.  place ■■  of  aniusemcr.i.  pi'-k.'..  [  lay  jr.tuiids  ar.j  f  icniises  used  in  connection  with 
public  passenger  transptination. 

(23)  ".Slate  law '  means  ar.>  .slate  or  h)ca!  law,  leguiation.  tule.  charter,  ordinance,  or  other  governmenial  action. 

(24)  "  lax"  means  anv  iiicOiiie.  lyuss  icccipis.  excise,  stamp,  piopcriy.  wiiidfall  piolil.  personal  property,  sales. 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  as.sessment.  lew,  tariff,  charge,  or  duty  of  any  kind 
yyhatst)ever  imposed.  as?;es.seJ.  or  cotleeted  by  or  under  ibe  autiiority  of  any  gov  ernmental  l^dy. 

(2.'S|       "I  Isable  mariiuana'  means  dried  inaiijiiaiia  i"l< tyyeriS  and  dried  marijuana  leaves,  and  anv  mixture  or 
preparation  thereof 

5.  Ilxcept  as  oiherwise  provided  in  this  section,  no  state  law  shalj; 

( 1 )  ['rohihii  the  possession  or  use  of  marijuana,  marijuana  products,  marijuana  extracts,  or  mariiuana 
paraphernalia  by  persons  tweiiiy-one  y eai s  iifiii';? ,a.ndj?I'Jei:; 

(2)  I'inliibit  the  lianspiirttiiiim  or  deiivciy  d  liij.  iiiiaiia,  liiLirijuaiiu  pio.Jucis.  inaiijiuiia  extracts,  or  marijuana 
paraphernalia  by  perso un  lueiitv-une  ycii i f  a)^e  aiiJ  t.lder  lo  persons  t\vciitv-t)ne  ycais  oi  age  .iiid  older: 

(.3)        Pi  nil  i  bit  ihe  puicha.se.  sale,  inatiufacturing.  protiuotion.  and  nroce-isinu  id"  mariiuana.  mariiuana  products, 
marijuana  extracts,  or  iiiaiijujiia  parapnenuilia  In  perstins  f.yi.'n.)  -one  years  of  age  and  older: 

(4)  Prohibit  liu-  puivii.i.se.  s;tU-.  in.iiuiiaciuriii--^.  pr.Muclii  i.  pfocessing.  irans|>onaiion.  or  delivery  of  industrial 

hemp:  or 

j_5j        Provide  for  ihe  seizure  or  I'ori'eituiv  of  an>  f  ni-A-ny  q-^a',  in  ci.iiiieciior  with  anv  purchase,  sale, 
manufacturing.  proiluciKm.  pr-'Cessiim.  U'ansr-oriation.  oeliveiT.  (x>ssessioii.  or  use  of  niariiuana.  mariiuana  products,  mariiuana 
paraphernalia,  or  indusuial  henp  ii  suyh  ■nanul.ji.'iuc.  piodjctior,  delivery,  p^'-.session.  or  use  is  lawful  under  state  law. 

6,  Notwithsti:|idin.j  subsectutn  •>  ol  this  st:ciioa.  »  slai^  \u .'  ■n.r..; 

LU        Prohibit  the  inirH>naiioii  and  i-yportaiioii  ofiiiarijuana.  marijuana  products.  aiW  marijuana  extracts  into  and 
from  Ihi.s  state: 

(2)        Piohil  H  :ho  purt.ia.sc.  .sale,  niaujlactming.  production,  processing,  or  delivery  ofmarijuana.  mariiuana 
products,  and  mariiuana  extracts  in  or  on.  oi  within  t>nc  ihoa.sand  Icet  ol".  .i. ai  propciiv  comprising  a  public  or  private 
elementary  or  secondary  schoi>l  public  yiKMiional  school.,  or  a  public  or  private  comnninitv  college,  college,  or  university 
attended  primarily  by  ]•  u'\ ..lujl-s  unsle£!wi-l\'y-tinej:.!^yli.«jM_aj^ 

(.1)        Pi  ol.ioii  the  iiperation  of  a  venicle,  waieicralt.  aiicialt.  railroad  iraiii.  or  any  similar  device  while  usinp  or 
under  the  inlluence  oj  iii.iriitiaiia; 

(4j        Pit iliibii  dK-  iise  ol  marijuana,  marij uaii-i  pu'oacis.  aii  J  marijuana  e::lr.icts  in  a  mihlic  place,  provided 
however  that  the  peii:iliy  iVw  violaiioii  ol  m.icII  law  in.iy  iu»^  ex^een  .iui!  lor  jn  ii  Iraciinii: 

ti!        Prohib'i  ihe  purchase  sale,  maniil";iciup'ni;,.pr:)diictit)n,  proeessini-'.  transportation,  delivery,  or  possession  of 
mariiuana.  inariiuain  inodiicis.  ^^.m,  mariiu:iiia  >. '.tracts  >v  ,ui\  pcrM,n  tl.ainoir.s  nm  ^oi.ipiy  \yiin  any  rules,  regulations,  and  layvs 
promulgated  and  enacted  in  aeeortianee  wjtli  subsection  7  ol'this  .sei^ion: 

(6)         (  Kis.Nilv  liie  |.'Ti:;ll':es  fo!  v  ii  l.iiioiiN  f.'  sucli  l<i>vs; 

ill        .'.'ur'J'il  an  exci.sc  tax  on  the  I'lM  I'aii  market  sale  of  all  niariiunna  produced  in  this  stale  at  a  rate  not  less  than 
fifteen  percent  and  ni it  nioif  dian  liiirty  iieiceni  ol  IIk  piiivliase  pruv.  The  ;idditionai  excise  tax  revenue  authorized  by 
this  section  shall  m.i  I  e.iL4!.^.vrit'i;r!L'M5.U'<'LC>.>Q)*^-!.y:Lklii."..!^  meaning  t)f  .sectiotis  17  and  IS  ol'article  .X  of  this 
ct)nstitution.  nor  siil ijeci  hi  adtliiioual  yoier  appmyal  under  seel i.i^jiJ.bJ i Liil j!i;dc'!}L.^o!. Jus  ainsiitulion.  In  addition,  the 
expenditure  ol  this  aodi  t  ional  leyeiiue  siiali  uoi  he  aii  "expense  oi  state  ui>yei'iiriieiii "  under  section  20  ol  article  X  of  this 
constitution. 

7^  Siibjcci  to  liiw  [l  u >  i-.liMis if  Mil..s>->.iii'i  1  h  of  il  is  sect;. .11.  m.  .n  iK-ni.c  Jur.c  i.  2i)  I.'",  in.-  di\  ision  shall  promulgate  rules 

and  regulations  thai  i.>>nirol  ana  re.:j:jie  the  piiiciiitsc.  tale.  maniiia<-turir.p.  production,  processing,  transportation,  delivery, 
possession,  and  iiSt  o I  ^n..riiu:;iu.  uia.'i.ua.ia  prodticci.  uiawlu.ni.i  cxiiacls.  and  niariiuana  paraphernalia,  including  but  not 
limited  to  rules,  reuuuiioiis.  and  iaw.s  ihjii. 

( 1 )  Kijiju'ri-  .i  peisuii  io  oi'twiti  a  liiafijuaiia  lii.ensc  to  |>ufcha.se.  .seli.  maiiufaciuic.  produce,  process,  transport,  or 
deliver  mariiuana.  i  '.uTi  an.i  p!.>.■iiuUiv•^ivJi^-•'tl•UIl!i^acts^JlJiiLJ^ 

(2)  PiOi  i>}c  li)i  |l|i.  u>llcct.ijii  i<t  i!  •-  -.vcl.se  tax  prv.yi^ivd  \-  p»i;i,!i.ifili  7  ol  su^isecoon  ri  ol'this  section: 

Ql       l!::'Hidc  tiiiihc  c"iorccnienr  of  such  la».sanJ  for  i'ni;c.x3minaiio:i  and  inspection  of  the  books,  records,  and 
premises  of  licensees: 

(41        Ke'juiatv  tiic  advertising  iif  m^trijuairi.  .ii;iiitu«ir.a  oioduci.s.  mar.iuaiia  cxtraci.s.  and  mariiuana  paraphernalia: 

(5)  li'jl^ij.fJv>rlll*LC'-^vini  '>lKl     '^^  ^""'l''-  i'ecclye»i  by  the  slate  i'loni  the  excise  taxes  and  license  and 
other  fees  collected  undei  sach  ia»s.  as  roliows: 

La )  ' jfsL i« > .'hi*  ili.V i.si.i^i.'t an . j;iK -.un tthat  thitaST vwl  .asa-'nbly  deems  necessary  l"or  the  division  to  carry 
ouyjic      ision's.i)ijlij!a^  law.s,  inctudint!  fi  leseiye  furtO  to  nitiirilain  a  reascriahle  yyorking  cash  balance 

foi'  the  pill  I 'I  !<i".i-J.y;irc-  U't;  'W-i.  "sUcli-'  ij''i.^<ii"!"i: 


(b)  Ncxi.  Lhsiit'nti'.LiivLiTJlf  ^14!-:^  ir>jii>.!crc<;s  js  the  ycncrjl  assembly  may 
determine,  lor  the  Ibliowint;  n'.'ijHij-es;.  L'L'j!''J''  .'lilJVA''  ^'"^  lirell)iliter  pensions  and  retirement 
plans,  twenty-live  percent:  tii)  ivf  public  iiisiitulions  ol  eleirciiiarv  a  ui  ,cci)ini:iry  etkieation.  iwentv-fiye  percent:  (iii) 
JoMTicnMhealihj^^^ 

fkLElMsLinMltuiit>nj?j3r,hjg.lie^^^ 

(c)  All  moneys  appropriateil  bv  Uie  aerunil  usscnibiv  lV>'ni  the  e\ci?^-  taxes  authori/ed  in  paragraph  7  of 
subscclimAoL'hil^c^iw^ 

funding. 

(6)        Limit  the  anjpjjmtiigna'Ji'iaiiu^jniin^  cxiraLts  that  a  person  other  than  a  licensee 

may  possess  at  anv  given  time,  pmyided  hinyeyor  tlui'_j]_iv  tiV."j'.l'j!-liar  'violation  of  such  law  nay  not  exceed  that  for  an 
infraction  for  the  llrst  violation  and  .i  mis'.ienieam'r  lor.apy.scujLii  OLStfeQ<]iiyf.LV:l^ 

8.  No  state  law  or  combinaiioii  of  state  lawsshiil): 

( 1)  HxcijnlJojlllieJ^axjitty/ida^  marijuana. 
marijuana  products,  marijuana  cxtracL-=jjL>jj.jaL'ji!^il!jnja-lIl\JLbjDJJi?-'?f^^^  extracts  that  is 
not  impt)sed  on  other  products  kcncrallv: 

(2)  Limit  the  amounts  of  marijuana,  mariiuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  anv  ^i\  en  time  to  amoimis  .!>. ss  Ijiu.  ).: 

Jd^        Four  inarijuanu  plan  s  up  J  ejal't  L\u;ice>.o*.  j^.salilejiian  j  u_^ 
roll        Sixteen  o'jnccs  of  mai  jiuanu  onvj      iti  .-lolit.'  lonn: 
{SH  Sevj:nixriW!ijnin(a;s^^^ 

(d)  One  ounce  ol  marijuana  cai rac^s^ 

(3)  Limit  the  afj^rciiale  number  oi  liccrist'e.-.  thM.niav  htild.nuii.ij  lana  licenses  or  the  aijgregate  number  of 
iTiariiuana  licenses  that  may  be  granted,  piovided  liowevi-r  tha'  ilie  numl)er  of  licensed  mariiuana  retailers  m  a  county  ma^  be 
limited  to  no  fewer  than  one  niariiuana  ictgiici-  nei  2J<0''  i  inhubiiant.-  in  siicli  county .  acconiin^  to  the  most  recent  census  of  the 
l  inited  States: 

(4)  Limit  the  number  of  mari  juana  licenses  thai  miiv  be  KranicU  io  or  held  !■>  the  same  pi.Tscn: 

(5)  Prohibit  the  same  person  lioni  l-eiiiu  urt  piLd  or  holding  one  or  men;  different  types  of  marijuana  licenses: 

(6)  Prohibit  a  person  lioin  being  uranico  <j-  lioidin!',  a  mariiuanu  license  beciiu.>e  liie  person  or  anv  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  nut  organized  in  or  a  resident  of  this  state: 

(7)  Prohibit  a  person  from  iieiiig  uranled  or  lioldiiit;  a  marijuana  license  bccauhc  the  person  or  anv  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  b  .en  coii\  icled  .>!  violating:  (i)  unv  lum-discrelionarv  expungcable 
marijuana  offense  in  paiagraoh  ( I.)  .QrJ.2l_o_f  siihscctLqii  (i-tj  oHhis  'Action:  or  (.ii}_an,v  marijuana-related  olVense  that  has  been 
expunged; 

(8)  Require  an  indiv  iduai  iwcniv  -one  year>  o'"at.'e  or  older  to  obtain  >'ny  license  to  possess  or  use  marijuana, 
marijuana  products,  marijuana  extracts,,  or  mariiuana  piirupheriiulja; 

(9)  Require  a  consumer  twenty -one  veais  ol  Hge  ot  older  to  obtain  anv  licc'sc  to  purchase  marijuana,  marijuana 
products,  marijuana  extracts,  or  mariiuana  pariifhernjiia  iroin  a  licensed  iiiaiiju;ina  relailer: 

( 10)  Require  an  individual  iv.cnty-onc  vears  of  age  or  older  to  obtain  any  license  to  dcli\cr  marijuana,  marijuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  lor  no  consideration  to  an  individual  twentv-tme  \ears  of  age  or  older 

iii 

(a)  The  niarijuana.  niai  ljtjana  products,  tnarijuang.  extrac's.  or  marijuana  paraphernalia  were  purchased 
from  a  licensed  marijuana  retailer:  or 

(b)  The  marijuana  t)r  nurijuana  pn^Juets  were  manufacU'red  or  proee>sed  by  a  person  without  a  license 
in  accordance  with  parag.raph  (12)  of  this  subsct-'ion: 

(11)  Require  any  ma''ijtiana  retailer  to  record  the  name  or  anv  other  personally  identifiable  information  of  any 
consumer  twenty -one  vears  of  age  or  u'dcr: 

( 12)  Require  a  person  twenty-one  vears  of  af.e  or  older  to  obtain  imy  license  or  pay  any  tax  to  manufacture  or 
process  marijuana  or  marijuana  products  at  a  household  for  nonct)mmerciai  per.sonal  use  il'the  a-jfiregaie  amounts  of  such 
marijuana  and  marijuana  products  at  the  household  do  not  exceed  the  household  exemption  limits:  or 

( 131       Provide  that  the  iienaltv  lor  manu  faciuring  more  than  'he  number  of  marijuana  plants  that  may  be 
manufactured  without  a  license  undei  paragiaph  1 12)  of  this  .■.ubsecii'.'ii  may  iioi  e\t.ecd  that  I  or; 

(a)  An  infraction.  11  the  violation  is  a  first  \iolaiion  and  the  number  ol  inariiuaiia  plants  is  not  more  than 
double  the  number  of  niarijuaiva  i>laiils  that  niav  be  inaiiuractuicd  witliout  a  licence: 

(b)  A  misdemeanor,  il  Ih.c  yjijialion  is  a  llrst  violation  nnd  the  number  of  marijuana  plants  is  more  than 
double  but  not  more  than  qujdrupic  the  number  of  marijuana  plants  that  mav  be  manufactured  without  a  licen.se:  or 

(c)  A  misdemeanor,  if:  li)  the  violation  is  a  .second  violation:  (ii)  with  respect  to  the  llrst  violation,  the 
number  of  marijuana  plants  was  not  more  than  double  tin  number  of  marijuana  plants  thai  mav  be  manufactured 
without  a  license:  and  (iii)  with  respect  to  the  second  violatit  m.  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  marijuan:^  plants  that  mav  be  manufactured  without  a  license:  or 

( 14)  Make  the  ownership  or  operation  of  a  licensed  business  that  mt'.nufactiircs.  produces,  or  delivers  marijuana, 
marijuana  products,  marijuana  extract:',  or  marijuana  oaraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
lor  a  prudent  business  person  to  organi/.c  or  conduct  the  business. 

9.  On  or  before  June  I.  2015.  the  department  shall  promulgate,  rules  and  legulations.and  the  general  assembly  may  enact 
laws,  that: 

( 1)  Permit  individuals  with  a  medical  condition  who  rpay  benellt  from  the  medical  use  ol' marijuana,  marijuana 
products,  and  mariiuana  extracts  to  be  able  to  discuss  freely  with  their  doctors  the  possible  risks  and  bcnellts  of  medical 
marijuana  use  and  to  have  the  benellt  of  their  doctor's  professional  advice: 

(2)  Permit  individuals  suffering  I'aim  a  medical  condition  to  be  allowed  to  use  marijuana,  mariiuana  product.s. 
and  marijuana  extracts  without  being  subject  to  civil  or  cri minal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benellt  to  them  and  when  other  reasonable  restrictions  are  met  regarding  t hat  use:  and 

(3 1  Provide  that  no  individual  under  eighteen  vears  of  age  shall  be  alk)wed  lo  use  marijuana,  marijuana  products. 
or  marijuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  gtiardian  with  rcspt)nsibililv  for  the 
individual's  health  care  decisions  consents  to  such  use. 

10.  No  licensed  doctor  mav  be  subjected  to  anv  criminal  or  civil  penalty,  or  to  anv  discipline  by  anv  state  licensing 
division,  board,  or  commission,  for: 

( 1 )  Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  ct)ndition.  or  a  person  who  the  doctor 
knows  has  been  st)  diagnosed  by  another  licensed  doctor,  about  the  risks  and  bencllts  of  medical  use  of  marijuana  or  that  the 
medical  use  of  marijuana  mav  mitigate  the  svm|itoms  or  effects  of  the  person's  medical  condition,  provided  the  advice  is  based 
on  the  doctor's  personal  assessment  ol'lhe  perstin's  medical  history  and  current  medical  condition;  or 

(2)  Providing  any  written  documentation  that  evidences  or  conllrms  such  advice  and  a.sscssment. 

1 1.  The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  arc  not  inconsistent 
with  this  section. 


12.        I  hc  department  is  directed  and  authori/cd  lo  enforce.  adminisicT.  and  make  rules  and  regulations  that  arc  not 


inconsistent  with  this  section. 

jJL         The  ueneral  us.scmhK  mav  enact  laws  that  control,  rcnulale.  and  tax  the  manufacture.  productitMi.  and  delivery  of 
industrial  hemp.  Anv  additional  ia\  revenue  authorized  h\  this  section  on  the  manulaciure.  productit)n  and  delivery  of 
industrial  hemp  shall  not  he  part  of  the  "lotal  state  revenue"  within  the  meaning  of  sections  17  and  IS  ofarlicle  X  of  this 
constitution,  nor  subject  lo  additional  voter  approval  under  section  IK(c)  of  article  X  of  this  constitution.  In  addition,  the 
expenditure  of  any  additional  revenue  shall  not  he  an  "expen.se  of  slate  ttovernment"  under  .section  20  of  article  X  of  this 
consljlulion. 

14.        Convictions  of  mari")uana  offen.ses  shall  he  expungeahle  as  follows: 

( 1 )  An  individual  who  has  plead  guiltv  lo  or  has  hccn  convicted  of  violaling  any  expunpeahle  tnarijuana  offense, 
and  who  was  twentv-one  years  of  age  or  older  at  the  time  of  the  offense,  mav  apply  to  the  court  in  which  he  or  she  was 
sentenced  for  an  t)rdcr  to  cxpiumc  .ill  ol'ikial  records  oi'nis  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines, 
upon  review,  that  sticli  indiv  idual  has  plead  guiitv  to  or  has  iiccii  convicted  of  an  cxpungcablc  marijuana  offense,  the  court  shall 
enter  an  order  of  expunucmenl.  An  indiv  idual  shall  he  entitled  to  one  or  more  expunuements  pursuant  to  this  paragraph  ( I ). 

(2)  Alter  u  periotl  of  not  less  llian  one  \car.  an  individual  who  has  plead  guillv  to  or  has  heen  convicted  of 
violating  any  expungeable  marijuana  ollensc  lor  the  Urst  time,  and  vsho  was  under  twentv-one  years  of  age  at  the  time  of  the 
offense,  and  who  since  such  conviction  has  not  heen  convicted  of  any  other  marijuana-related  offense,  may  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  :in  ortler  to  expunge  al  l_  ol'llcial  record  s  of  his  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upon  review,  that  such  individual  has  not  heen  convicted  of  anv  other  marijuana-related  offense  at  the 
time  of  the  application  lor  expungemeni.  the  court  shall  enter  an  order  of  expungement. 

Lil        An  indi\  idua:  who  has  plead  utility  to  or  has  heen  c>)n\  icted  ol  violating  any  expungeable  marijuana  olTense 
that  is  not  expunueahle  tinder  paragraphs  ( 1 1  or  (2)  of  this  subsection  mav  apply  to  the  court  in  which  he  or  she  was  sentenced 
for  an  order  to  expunije  all  oinciat  records  of  his  or  her  arrest  plea,  trial,  and  eonviction.  If  the  court  determines,  upon  review.  ' 
that  an  expungement  is  in  the  interests  of  justice,  the  court  ma\  enter  an  order  of  expungement.  An  individual  may  he  entitled 
to  one  in  more  expunuements  pursuant  lo  this  paragraph  (."i ). 

(4)        I  he  ellect  of  an  order  olcxpunviement  shall  he  lo  restore  the  applicable  individual  to  the  .status  he  or  she 
occupied  prior  to  such  .iirest.  plea  or  con\  ictiou,  a^  if  such  event  had  never  happened.  A  person  imprisoned  solely  as  a  result 
of  t)nc  or  more  expiiimciihle  marijuana  ol'lenses  thai  are  expunged  shall  he  relctsed  Iroin  prison  imnicdiately  upon  the  issuance 
t)f  the  applicable  oiMcr  or  orders  wi  cxpungcincnl.  No  indiv  itiual  as  lo  >vhoni  sucn  order  has  heen  cnicicd  shall  be  held 
IhereaUer  under  any  pr«i\  ision  ol  any  law  to  be  gu ill\  ul  pei  jury  or  oiherwLse  gi  ving  a  I'al.sc  sialeincnl  by  reason  of  his  or  her 
failure  lo  recite  or  acki'iOwledLC  such  urresl.  plea,  trial,  ciinviciion  or  e.xpunucmcni  in  response  to  any  inquiry  made  of  him  or 
her  for  anv  purpo.se  \s  haisoev  er. 

I.s.        No  contract  shall  he  iiiieni'orceahic  on  ihc  o.isis  thai  maniiiiicitirin-.  producing,  delivering,  possessing,  or  using 
marijuana,  marijuana  pn^ducls.  marijuana  extracts,  marijuana  paiaphcrn;ilia.  or  indii.strial  hemp  is  prohibited  by  federal  law. 

16.  Nothing  in  ihis  section  shall  he  eonstiued: 

( 1 )  lo  amenti  I'l  al'fecl  in  aii\        anv  siiact)r  I'cdeial  lau  pertainmg  lo  employment  matters: 

(2)  I  o  ^anend  or  ai'Icci  in  anv  way  .wv  state  or  iLderal  law  pertaining  to  landlord-tenant  matters: 

(.1)        fo  amend  or  affect  in  aiiv  wav  anv  state  or  Icderal  law  lhat  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  any  other  person  who  nas  a  leual  estate  in  real  pn^peri)  Ironi  prohibiting  the  manulijcture.  production,  delivery. 
pi.issession.  or  use  ol"  marijuaiij  on  such  reai  property  ; 

(4)  U  >_a  Qim  f  or  a  1}  e£l  in  anv  w ;  iv  anv  slate  ^a  y  y  jx' ii j  i]nj.ng_  t_(  the  oncralion  of  a  vehicle,  vvatcrcratl.  aircraft, 
railroad  train,  or  anv  simil ar  device  <y  hile  usinu  or  under  the  inlluence  ol  niariiuana: 

(5)  I'o  require  a  person  U)  violate  a  federal  lavy:  or 

(6)  To  exempt  a  ^^erson  Iroin  j  f..-deial  law  or  ohslnii-i  llie  enlorcemeni  of  a  federal  law. 

17.  If  anv  subsections,  paragraphs,  phra.ses.  or  wortis  of  this  seciioii  shall  he  held  unconslltulional.  void,  or  illegal,  either 
on  their  face  or  as  applied,  ihe  applicability .  co-istilutionality.  and  leuaiitv  of  anv  and  all  other  subsections,  paragraphs,  phrases, 
and  yyords  of  this  seclioii  shall  not  be  ar'aicJ.  lo  ihal  end,  ihe  Mjbseclion.s,  paragraphs,  phrases,  anyl  words  of  this  section  arc 
intended  Ui  be  severable.  I:  is  licrehv  (leeuiivi.1  lo  he  !he  inlein  of  Ihis  seciioii  thai  ea^h  ain.1  every  subsection,  paragraph,  phra.se. 
and  yvoid  o\  this  seciion  vvoui^J  have  oeen  adopted  regardless  of  whether  one  or  more  of  the  sub.sections.  paragraphs,  phrases, 
or  words  ol  this  section  is  held  iiiiconMituiionai.  \>)id.  or  illegal. 

IH.        Ihe  prov  isions  of  subsections  2.    4.  f).  7.').  Id.  II.  12.  I.l  14.  i5,  16.  i7.and  18  of  this  seciion  and  paragraphs  ( I ). 
(2).  and  (.^)  of  suhseciion  .S  ol  iliis  seciion  snail  bec<une  el'leciive  on  January  I.  201  .i.  The  provisions  of  sub.sections  I  and  X  of 
this  section  and  paragraphs  (.1 )  and  (4 )  of  siibset:lioii  .i  pXihis  sei'lion  shajl. iH-eome  ellcctive  on  .lune  1 .  2015.  All  slate  laws 
that  are  inconsisteni  yyitli  aii\  pi  ■Visioii  i,i  fiaiaerapli  <  1 1.  (21.  o,  {>)  ulsiibseiUioii  .>  of  Ihis  section  .shall  no  longer  remain  in  full 
force  and  effect  on  and  alici  .taiui.iry  i ,  2015.  All  MMc  laws  iluit  lac  iiieo.i.sisuru  vtilh  any  provisi>)n  of  subsections  I  or  8  of 
this  section  or  paiagiapli  ( -i  or  i4i  of  sulxscciiuii  .S  t  f  tiiis  .stciior  sh-ili  no  Knmer  jeumiii  in  full  force  and  effect  on  and  after 
June  I.  2015.  .Ml  nl'the  provisions  of  ihts  .^eciivn  snail  be  seli'-cnlurciiig. 


Jason  Kander 


James  C.  KrRKPATRiCK 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  13,2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  1,  version  25  (2014-094) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  12,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  116.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kjrkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 1 0 1 
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RFXET/ED  co.«yJ  


Page  No. 


It  is  a  class  A  misdemeanor  punishable,  not\v2QiiiiD£ilg  tli2pr(Ri4ioll:?  (3Q;ciion  560.02 1 .  RSMo.  to  the  eontrary,  for  a  term  of 
imprisonment  not  tt)  exceed  one  year  in  the  euiintv  Juil  or  a  line  not  to  esceeJ  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  oj;  hcr  o\\  n.  or  i<no\s  inglv  lo  sign  his  or  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition^vhefi  sut'h  peivsoh"  kri»»\\s  he  or  she  is  not  a  registered  voter. 

;.'ip  cGC.'uf- 2  fATE 

C'lSJi  riATivi-  pirrrnoN 
To  the  Honorable  Jason  Kander.  Secretary  of  State  Ibr  the  state  of  Missouri: 

We.  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  Ibllowing  proposed  amcndnienl  lo  the  constitution  shall  be  submitted  to  the  voters  of  the  .state  of 
Missouri,  lor  their  approval  or  rejection,  at  the  general  election  lo  be  held  on  the  4 "  da\  of  No\  ember.  21)  14.  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  I.ouis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

In  which  I  live  are  correctly  written  after  my  name. 

[SPACE  K.ESERVEU  FOR  OFFICIAL.  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COl  HMTY  DF   L 

 ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

Date 
Signed 

RrCISI  hRI-D  VOTING  AI)OUl-..'i'; 
(Street.  No  TO  Boxes)        (Cilv.  l  owti  or  Village) 

Code 

<  (inn 
Dist 

NAME-: 
(Printed  or  Tvped) 

1. 

/  / 

2_ 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

K. 

/  / 

1 

1 

9. 

/  / 

10. 

/  / 

• 

1 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  ihi  ieio  in  my  presence:  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  \  illage  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  state  of  Missouri  and  County. 


Signature  of  Aftlant 
(Person  obtaining  signatures) 


.'iddres:;  i^f  Affiant 

Subscribed  and  sworn  to  before  me  this   day  of  .  A.I).  


Notary  Public  (Seal) 
My  commission  expires 


Siriiauire  ol'  NtHary 
Address  of  Notary: 


NOTICK:  You  are  advised  tliyt  ihc  proposed  '.Oiirsii  wtiotwl  amt  idmen'  nia>  chani>c.  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  person.-  to  thani;v..  ^•\M-i:\     it  xl  lv  i^'  iinr  iauiiori.  the  follow  ing  provisions  of  liic  Constitution  of 
Missouri—  Sections  9.  10.  14.  1 5.  .■!'        c*  Ariiclo  !:  Scetio'i:;  36. 39  &  39(a)  of  Article  III:  Sections  7.  12.  15.  22.  23.  27(a) 
&  48  of  Article  IV:  Sections  14.  'K  t^:  .^4  ..i  Ariieio  \  :  -iivLi-.n  I  S(  li)  ol  Article  VI;  Section  I  and  4  of  Article  VII:  Sections  2  of 
Article  Vlll:  Sections  3(a).  7.  w>  9(l)|  of  Aiii.'le  l\:  Sei  lions  i.  2.  3. 4(a).  6.  KKb).  17.  18.  18(e).  19,  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  b\  the  people  ofif-r  sioir  nl  .Uiuum  nun  :lu-  I  iinuiiuiion  he  amended: 
One  new  section  is  adopted  U-  ■<:  linowti  (is  ,vi.".'v  '  Sfiiii. "  1      and  to  read  ai  fol'ows: 

35(a)  I.  Citizens  over  lJ.1iLafc^^■oL^0^1V.:^^»-»' tiistribution.  and 
consumption  of  marijuana  apdih'.\m.-i-'jjJjcjJ!:;j.n"j^^^^  rcjiulations  adopted  bv  the  state 

government  pursuant  lo  this  seciioi^ 

2.  The  purposes  of  this  -ccl  i( u'  'ire: 

( 1 )  IjijlL^Vl^Jlli^iJl^-viillALajpJnt^-r^^^^^  in  ihe  regulation  of  the  sale  and  distribution  of  marijuana  in  t)rdcr  to 
combat  illegal  underage  u.sc  oriiunir.r  .  i.  .iji.:  iicliio'  v.<''l».''  i''  P;  '  lani  si  ii-j  polic\  >;oals  such  as  maintainint;  an  orderly 
marketplace  composed  orstate-ii':etised  inari i lianu jirgducers.jJjslribiitoreian^^^ 

(2)  I'o  elinima,ielliejiioM.c;iV:LV';it!iC'jj.'^^^^  manulacture.  production, 
delivery,  and  possession  of  inariiuan  i  >wth'r  .l'ii>_ilb'..^ 

(3)  To  pre\eni  the  iiroduuior.  salij.  diainb.iuun,  anu  recreational  consumption  of  marijuana  bv  those  under 
tv\entv-one  years  of  age,  as  the  consinnDtioii  ol'inaniLapu  puses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of 
development: 

(4)  To  leralizc  unoer  st^.-ie  lu'v  i.>;  u.-c  <'i  n  .ti  iiuaiia  in  individuals  who  are  sufferinti  from  a  medical  condition 
when  their  doctors  advise  tha'-  s'.ich  use  mav  r''ovi'Jc  a.medjcal.bcnellUoJLhem; 

(5)  To  raise  tax  rc.enuc  Iron,  i  ie  |>riniu-.ii":i  ai  u  sale  .'i  marijuana,  and  to  allocate  such  revenue  lor  state  and 
local  law  enforcement  and  liiefi,>ht'.r  ncnsinu'  aiid/^i.rej  iv-:jJ'h!ii.s,  loi  elementary,  .secondary  ,  and  hinher  education,  for  the 
cities  and  counties  of  this  state,  lor  mental  hcaltr  and  substance  abu.se  programs,  and  for  the  division  for  the  purposes  of 
enforcinii  regulations  upon  the  .s?ie  aini  dis  Mtiujoa  o.  t'l-ziinana  aulliorized  b\  this  section: 

(6)  laJ£E'-lLi-?-'l^''l^'^'^--''^-'ig-!HV:-'h^^^  production,  and  delivery  of  industrial  hemp,  and  to  reaulate 
industrial  hemp  under  state  la\'  in  tLinanrir  se^araiejjnd  .xr-art  from  the  regulation  of  marijuana: 

(7)  l!LLl££i'li^.AiLUicrjiiajeJavv;'^^^^^^^^^  production,  possession,  and  use  of  marijuana  by  persons  twenty - 
one  years  of  age  and  older;  and 

(8)  To  legalize  under  stf  le  law  IQc  ddKjgry  orn'arjjuana  by  persons  twenty-one  years  ol  age  and  older  to  per.sons 
twenty-one  years  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  lhai  ihe  rt  les.  regul-jtions.  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section.  iMticihci  will'  llu-  .o  j.ier  ffsr  isions  of  existing  stale  law,  will: 

( 1 )  Prcy[-n(  the  disii  iouiion  of  inai  ijLiai.a  lo  P'.;isons  under  twenty-one  years  of  age: 

(2)  Prgyenl_revcnu.i  from  ihe  .sale  of  marij:;jna  from  going  to  criminal  enterprises,  gangs,  and  cartels: 

(3)  Prevent  the  di\ersian  ol  ma'^ijuana  from  this  stale  to  other  states: 

(4)  Prevent  marijuana  acii'.  ilv . i! Lai.i..?jAlS: jlU ! nuer  siaic  law  Iroin  being  used  as  a  cover  or  pretext  for  the 
tralllcking  of  other  illegal  drugs  or  other  illegal  acii_viiyi 

(5)  Prevent  \  ioiencc  and  the  use  of  iiivarnis  mi  IIk-  cjllivalion  and  distribution  ol  mariiuana: 

(61        Prevent  drugged  dri\  iiiu  and.!  lie  cNjice.rbai'on  of  other  adverse  public  health  consequences  associated  with 
the  use  of  marijuana: 

(7)  Prevent  the  gro\' ing of  niariiajina_»\n  public  lands  and  the  attendant  public  sal'etv  and  environmental  dangers 
posed  by  marijuana  production  on  pub'ie  la nu 

(8)  Prevent  the  possession  and  use  ot  marijuana  on  federal  property:  and 

(9)  Prcvcni  the  market'ng  ■ino  .idverlise'neiu  >.'f  niiirijuana.  marijuana  products,  marijuana  extracts,  marijuana 
paraphernalia,  or  marijuana  usage  lo  those  under  iw'cnv-.ine  years  of  age. 

4.  Unless  the  context  cicarlv  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  marijuana 
products,  marijuana  extracts,  w  marijuana  paraplieinalia  uther  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "dt  liverv"  Micans  ilie  jranslcr  IVonn  one  person  to  another  of  marjjuana,  marijuana  products, 
marijuana  extracts,  or  mariiuana  parapheiiiaiiu.  wlietliei'  or  not  tlieie  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  dept't  tmenl  of  health  and  senior  sei-vices.  or  any  successor  department. 

(4)  "Di\  ision"  means  the  di\  ision  ol'alc'.'hoi  and  k'i''acco  eonirol  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "li^ntitv"  includes  a  corporation.  professioi;ii  corporation,  nonprofit  corporation,  cooperative  corporation. 
profit  or  nonprofit  unincorporated  association.  b_u.^ ijies s .u ii >l .  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  anv  other  legal  enliiv .  and  includes  a  government  subdivision  or  agency. 

(6)  "Fair  market  sai^"  means,  wili'  respect  lo  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  willii it;, .scli ct_  vo u Id  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(7)  "Household  exemption  limits"  means,  at  any  given  time: 

High!  ounces  of  usable  mariiuana: 
ffii        Sixteen  ounces  of  marjjuana  products  in  solid  form:  and 
(c)         Seventy-two  ounces  of  mariiuana  products  in  liquid  Ibriii. 

(8)  "Indti-strial  hemp"  means  ( lann  a  bis  .Sa  Ij  y  a  L.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

(9)  "License"  means  an\  license,  peimit.  regislraiion.  consent,  or  autiiorization  issued,  granted,  given,  or 
otherwise  made  available  by  or  under  die  authorilv  of  any  state  or  local  governmental  body,  agency,  or  official. 

( 10)  "Licensee"  means  anv  person  who  nolds: 

(a)  A  marijuana  license:  or 

(b)  A  license  isstied  b\  anv  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 

(11)  "Manufacture"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  marijuana 
paraphernalia  or  of  marijuana,  marijuana  products,  or  marijuana  extracts,  either  directly  or  by  extraction  from  substances  of 
natural  origin,  or  independently  by  means  of  chemical  synthesis,  or  by  a  combination  of  extraction  and  chemical  synthesis,  and 
includes  an\  packaging  or  repackaging  ol"  the  substance  or  labeling  or  relabeling  of  its  container. 

( 12)  "Mariiuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  growing  or 
not,  other  than  mariiuana  extracts. 


(13)  "Mariuiana  extract"  means  a  piodiicl  ohiuincd  h\  svpLnaiin!.'  rosins  t'nim  ni;iriiiianii  b\  solvent  extraction. 
using  solvents  otiier  than  water,  vcgclahle  givccrin.  plant  oils,  and  iJairs  pioJiifts.  such  us  huiunc.  hexane.  isopropyl  alcoiiol. 
fthanul.  and  tarhun  dioxide. 

(14)  "Marijuana  license"  means  a  license  issued  by  the  di\  ision  lor  the  purchase,  sale,  manufacturinp.  production, 
processing,  transportation,  or  delivery  ol' marijuana,  marijuana  products,  inarijiiana  exiracls.  or  marijuana  paraphernalia. 

(15)  "Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  ol  any  kind  which  arc 
used,  intended  for  use,  or  desiuned  for  use,  in  planlinii.  propagalini.'.  cullivaiinu.  ijaiwini;.  har\eslinp.  manufacturinp. 
compounding,  convertinn.  producing,  processini;.  preparinu.  slorint;.  coniaininu.  concealinu.  ingesting,  inhalinp.  or  otherwise 
introducing  into  the  human  body  mariiuana.  marijuana  products,  or  marl j nana  e\ Iratis. 

(16)  "Mariiuana  products"  means  piuduels  tiiai  cuiuain  luaj  ijuaua  ui  Miuri|uaiia  e.\iraels  aild  are  intended  for 
human  consumption.  Marijuana  products  does  not  nieaii  nianjuaiia  l>\  ilself!  ui  a  niari)uuiia  e\iract  by  itself. 

( 17)  "Marijuana  retailer"  means  a  person  who  sells  marjjuana.  marijuana  products,  marijuana  extracts,  or 
mariiuana  paraphernalia  to  a  consumer  in  this  stale. 

(18)  "Person"  includes  anv  indi\  iuual  or  eniiiy . 

(19)  "Pers(Mi  twentv-one  years  of  age  and  older"  includes  aiiv  entity  in  wnicli  no  individual  under  twenty-one 
years  of  age  holds  a  direct  or  indirect  interest. 

(20)  "Produce"  or  "production"  inciiides  the  luanufaeturc.  piaiiiiiiu.  t  uliivaiinii.  gruvving.  or  harvesting  of 
mariiuana.  mariiuana  products,  marijuana  e'<irac!s.  or  'iibrijuaii.i  para)  in.i'  ;ilia. 

(21 )  "Public  place"  means  a  place  to  vvhicli  the  general  /ublii:  lia'-  access      include>.  hut  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  noi  coiistiiuluig  idoius  oi  aiiaiimenis  designed  for  actual 
residence,  and  highways,  streets,  schools.  place>  ol  aniusi.-         p.''k-.  ,      .r  i'  nils       p  x:iiiiso>  usoil  in  e(Minection  with 
public  passenger  transpt^rtation. 

( 22)  "State  law"  means  anv  slate  oi  iticai  law,  rcgiilali-  i  1,  r.i\\  cluirt^'r.  ordir  jnce  or  other  governmental  action. 
(2.))       "  lax"  means  any  income,  uros-  receipt.-,  excist.  staiiip.  phi|ieil..  wiinifall  r.i-.iil:..  personal  property,  sales. 

use,  transfer,  v  alue  added,  concession,  add  on  minimum,  or  other  lax,  i'cv.  assussme'il.  lev,  laiiri".  charge,  or  duty  of  any  kind 
yyhatsoever  imposed,  assessed,  or  c(^llecled  hv  or  under  the  au ijjiji J \^,  o f  s i ' } .  v^o v.;-' rnmental  iHidy. 

(24)       "1  Isable  marijuana"  means  dritd  inariju.ina  :ii'U.;i.s  cUio  4:M>;tl  nit.rijug.  "a  'eyvcs.  and  any  mixture  or 
preparation  thereof. 

5^         l-lxcept  as  otherwise  pr(^v  ided  in  this  st-ction.  no  s:atc  l.iV'  shall: 

( 1 )  Prohibit  the  possession  or  ust  >.!  mai  iiuauu.  liiaf  ijuaiui  pi>.du>.i.'>.  iiihi  iiuaiia  extracts,  or  mariiuana 
paraphernalia  hv  persons  twenty-one  years  ,)l'a;V.-  and  oMer: 

(2)  Prohibit  the  transportalion  iw  delivery  i.m  .iia  ijuanit.  ivurijuaiid    ojiicb..  nia.iitiaiia  extracts,  or  mariiuana 
paraphernalia  by  persons  twenty  -one  years  of  age  and  older  to  pei.viiis  iwentv-».iie  years  oi  age  a  nd  older; 

[2}         Prohibit  ihe  purchase,  sale,  niuiiufacluri  r'..  puiiiot  iivm.  .inv  :  ■.\.^t:v%iiii.. .  !  ivi.i  iiuuna.  .nariiuana  products, 
marijuana  exiracts.  or  marijuana  paraphernalia  b.  persons  I'.yi.M'.y-oiie  _v>:ai  >  M  nuC  aiul  older: 

(4)  Prohibit  the  purchase.  saL-.  mjnidj>:tiiriMj,  iHoducli- ■  ■■  |.i..a!.s>.iiiL'.  li:..M:>(>oriaiion.  oi  delivei^  ofindustrial 

hemp:  or 

(5)  Pnw'ide  for  the  seizure  iir  lo'  l'<.il  jre  i^r..i.>  |vo|^i.'i  v  u>  :i  in  ■.■onnccl''->i''.  wiS  nn\  purchase,  sale, 
manufacturing,  production,  processing.  iransp>)rlaiion.  delivery.  ixi.sse.;siun.  or  use  of  niarijuana.  marijuana  products,  marijuana 
paraphernalia,  or  industrial  hemp  il  sueh  inanul'jcluie,  piv.ugctir-n.       crv,l>^'  ws^^^  is  fiwful  under  state  law. 

6.  Notwithstanding  subsection  .S  ol  this  sectioii.  a  ■;iaic  : 

( 1 )  Prohibit  the  importation  and  cNPoilaiion  of  iiiariiuann  mrittian;'.  Dtidiicis.  .tnd  marijuana  extracts  into  and 
from  this  state; 

(2)  Prohibit  the  purchase,  sale.  iiiaiiuiat;turii)}Ui.H«K'i»t«.i;''.';  iv.>'MX'litiv.o:  i'ciiys'.ry  of  mariiuana.  mariiuana 
products,  and  marijuana  extracts  in  or  on.  or  within  one  ihoasaiid  l"e>-.  of.  .cai  piopetiv  coiiipiisu.g  a  public  or  private 
elementary  or  secondary  school,  public  vooniional  sciyvl.  or  a  piibli..:  or  jrivate  cpinn'tunity  eollc-je.  college,  or  university 
attended  primarily  by  individuals  under  iwenh  -Oi,e  ■■eai  s  .'.'agj. 

(Jj        Prohibit  the  operation  of  a  veiiclc.  yvalercraiu  aifcraft.  luilioad  train,  m  any  sunilar  device  while  using  or 
under  the  inlluence  of  mariiuana; 

(4)  Prohibit  the  use  of  marijuana,  indrijuaiu  pi\  ti  jci-;.  .ui-i  marijuji.ia  extracts  :  i  a  nuhlic  place,  provided 
however  that  the  penally  for  vi<^lalion  of  sucli  !a.v  may  ikh  e.xvxvt.  iv.'.u.j, 

(5)  Prohibit  Ihe  purchase,  sale,  mnntiracttipm'.  rrCK'iit 'i-.r.  iw .:vs;iini;.  ti'«>rsprntation.  delivery,  or  possession  of 
marijuana,  mariiuana  products,  and  marijuana  cxiiacis  v»  _.uiv  jiit i.jf  -u       .m,  ^Mtf'  ,  xyiji  anv  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  witn  subsection  7  >)i"tliis  section. 

(6)  C'lassifv  the  penalties  lb:"  n  ir.l.iiioiiN  of  '^uch  iat»  ■: 

(7)  Impose  an  excisejaxon  jjiLijV'i^i.iiiiiin^i^tJve^  a  rate  not  less  than 
llHeen  percent  and  not  more  than  ihirtv  i-)ei>  eni  u.  nic  )-uii:l>ase  ):ricc._ j lii;  addiiiAna'  excise  l^x  revenue  auinori/ed  by 

this  seclion  shall  not  be  pan  of  the  "lotal  stale  r':v..'nne"  y.ithjii  the  iVi.;ur.i.ii;  of  .oclii'ii.-.  I  V  a.id  l„?>  of  ariicic  X  of  this 
constitution,  nor  subiecl  lo  additional  voU:r  apiirnVc!  under  s;i;li"M       >     •'•(.I'^'v  >•  xi'ih; ;  c>).:siiui!ii>i..  In  addition,  the 
expenditure  of  this  additional  revenue  shall  noi  l)c  an  "eMicnse  oi'>tdU.  r-oyciri.iiyiit"  unJei  section  20  ol' article  X  of  this 
constitution. 

7,  Subject  to  the  provisions  of  suhst-ctit.n  li  ot  iJ  is  section,  or  or  !j>;>i..;  .Jtn  ..'  '..  I't'  i ii.v  div  ision  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  nuichase,  .sale. jmiiu ' jcu.  rij  ginn'dutni.v'n,  processing,  transportation,  delivery, 
ptissession.  and  use  of  marijuana.  inai!]iiaiUijiitKjikj-viiiaiijij.  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to/il.Uaiii_injj;irjiLui»iajjceii;i^^  process,  transport,  or 
deliver  mariiuana.  marijuana  products,  luariiuan..  e.x.iaci-  ..    iu-:ii-.;..:-.  (    ..jiiu^rnal  a 

(2)  Provide  for  the  eollecuon  nl  ifc  ^x^'se.l.ix..|M;LO:..i..li..ii.i|;ii^i;''j.  >  ol  M.!)s>.>:.i.iii  'i  ol  ihis  section; 

(3)  Provide  Ibr  the  eiUorceinenl  ofsuch  \jU\s  urid  Ji>^L''Liyy.I>L».»yti..'i'  tiiul  ii-.siii.:;ion  of  the  books,  records,  and 
premises  of  licensees: 

(4)  Regulate  the  advenisiiig  i)l"  i4d.!ju<iii.j.  irariiu.in;..  iimilucth.  mariiuana  e.xlrucis,  and  marijuana  paraphernalia; 

(5)  Provide  for  the  reci.ii>t  and  L'V'.:^i'/Lo!  "Jljiimi^.  ^'^':>=  b.i  iji--        ^loin  i..e  excise  l^xes  and  license  and 
other  fees  collected  under  such  laws.  a>  'Vili.uvs: 

(a)  I  irsi.  to  ihj  divisior..  nn  amourt  that  the  jiei'v"3J  jfwt  -r'.i|y  deen-s  necessary  for  the  division  to  carry 
out  the  division's  olnigaiions  under  suc!i  layv.s,  i.K  ij«Jiiii;..li'  ■er.i;  .'".tna  Voniuii.tai-  -i  rt.:ts(.nai^le  working  cash  balance 
for  the  purpose  >if  can',  ing  oui  sue!  -  «.J\liga!ir;;2s. 

(b)  Next.  Ihe  reiii.iaider^Vvj:UtjiiiijjA-,^>i_;jAji.uJ  assembly  may 
detennine.  lor  ihe  lollowiiii.'  nuriiosc-.;  lit  ibi  stale  ano  n/c-i  ia\.  Mi> i.ccii.ynt  aiw  iiielighlcr  pensions  and  retirement 
plans,  twenty-l'iye  percenl;  (iilJbLijiJ!l^lit^j-U■'lL''JJL^V■l'J'<:'ICual■j^^^  percent;  (iii) 
for  mental  health  and  suhsiancc  abase  pu.uraiiis.  tv.-wnty  j'.,:s\n.;  !lV.j.q>';>'tks  P:r''>'"-''''ie.s.  ill'teen  percent;  and  (v) 
for  public  institutions  >if  higher  tL*)JMiIii:ii-!i!JiTLi!tUl;!                                     p.s.  it  ftcen  percent;  and 


{£)  All  incn-icv  ■■  jpt'i»pf  ii'ial  f.-v  liu-  '^ciUTf  I  ai^:.frnl>lv  Irom  ilic  excise  taxes  authori/.cd  in  paragraph  7  ol 
subsection  b  onijL^.'CXAi.PALy'I''L?f:'' J'l'^^d'Ji' 'utivK  fur  the-  purf'USL\s  enumerated  above  unJ  not  replace  existing 
I'undina. 

(6)        Limit  iiie  an^ounv.'?!  U?jLil^'g!''^l^'jlii-'g'"'.""''-''''^^''-     nu'rijuana  extracts  that  a  person  other  than  u  licensee 
ma>  possess  at  anv  given  time,  i"' J:•J■^^  ;i^^\^.^:l.^l  ihgi  '  tt  Btao'.U  I'p'  vi  »l!!ii:>n  ol  such  laxN  niav  not  exceed  that  lor  an 
infraction  for  the  lirst  violatiun  iiucl  i  rnisJetr'i^ittir  ju^jn\ >i:eun 

8.  No  state  law  or  ■.ombi ni?!.'.".'.'. i'f J>i3ii? A^ii'^KtjJL: 

ill        l^iLcinLliinALieJaxjeL'il^is'eJ-'!"  rii!?'V!Jii(LLlh'ryi!'\gg'y^^    of  this  section,  impose  anv  tax  on  mariiuana. 
marijuana  products^ ma::iluiMiaj:xuatn;,.oij.riM'.;j  'AUai'a.-.ffl.ir^iutUja jarodi^^    or  marijuana  extracts  thai  is 

not  imposed  on  other  products  '.ienerully  -' 

(2)  Limit  the  ani  >iifii.>  o.  nu  iitni  a.  ivariitjaiia  |-ii»vaci-..  ur  niai  iiuaiui  extracts  that  a  person  other  than  a  licensee 
may  possess  at  anv  aivcii  tinic..' o .aiii;: un'-s  Ji-'s >. ttu'ti: 

tal      fyjib'  ".n'.""i'.'';  o) _';";•!' "'.'"''ivr 

(bV        Sixteen  I'M^et  -  of /Mji  -Muuiiui^rodjcis..!^ 

ifil       Ss}  c!»iv MUijj)iiiic::>,  o  ■  mv.  tLujHiajNi/ducv>jnJlttnuL!i>COQiJJ 

(d)        Ore  iHiiii';  y  _n)?.r])  a.'ia  isiraijs. 

(3)  Limit  the  u^-tireiJate  niimbei  of  liyensocs  that  may  liold  marijuana  licenses  or  the  a^grepate  number  of 
mariiuana  licenses  that  may  be  jrviiKiu.  pnn icictl  liowc\  f  li'ui  '.'le  numlv.-r  o(  licensed  marijuana  retailers  in  a  countv  mav  be 
limited  to  no  fewer  than  vik  nia  •■ii'ii-'i'  .•lui!ci:  iyr_2.50'_'  inhabitants  m'  such  countv.  accordinu  to  the  most  recent  census  of  the 
Lniicd  Slates: 

(4)  Limit  the  run.tur  >t  'na^i'j-'iii'.  jjvyn  -, -  ijij'i  ina\  be  granted  lo  or  held  by  the  .same  person: 

(5)  Prohibit  the  sjir.e  "ers-<r  iVo!)  tcir-i'  gi'iiti-.d  oi  holding  one  or  more  d'lTerent  types  of  mariiuana  licenses: 

(6)  ljVithihjj_!ijj^i  ttin  Irnrn  license  because  the  person  or  anv  indi\  idual 
who  ow  ns  a  direct  or  indirect  inj-erest, in  ihe pcrs.on  is  iipi  ■  irijajH/tsUn  pi;  a  resident  of  this  state; 

(7)  Prohibi'L  a  pc  st:ii        ^ei^ jraiM  ;ii  o'  lii>ldin(i  a  m  iriiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indireC  interest  i.':  llic  person  lia.s  been  conv  icled  of  violating  any  marijuana-related  offense  that  has  been 
expunged: 

(8)  Require  an  i.idu  L'.jvriL!l''v'.!!  yv\'?.'L>;k^'"vV''  "yv^'''^'Vl^l^^    ob'"'"  ^'n.V  license  to  possess  or  use  mariiuana. 
marijuana  products.  mariiua;'a  e\.''ae'.s.  iv  nu  u.imm  lyriin  K'li.'ali.a, 

(9)  li£^l!iCiU^Xil'Jjl^iV>^L[^'J?JlL*-l^^'l'L.'tf^^?^  S'}^^-''     obt.iin  any  license  to  purchase  mariiuana.  mariiuana 
products,  mariiuana  extracts,  '.^r  iniu-iiiianu  para|Kicrn.j     torn  a  lleenbcd  marijuana  retailer: 

( 10)  Require  an  iiuiividi.ui  ivveniv-oiie  >eai's  of  aue  or  ulder  to  obiain  any  license  to  deliver  mariiuana.  marijuana 
products,  marijuana  extracts^  or  marju.ina  paraphenialiu  lor  no  consideration  to  an  individual  twenty -one  years  of  age  or  older 

ill 

(a)  lIlc.mjinjM'^ajliarijuanii^^  extracts,  or  mariiuana  paraphernalia  were  purchased 
from  a  licensed  mari;uan:i  rt'.ai'er:  im 

(b)  J  lie .  inj  r|!  iM  r.a.f  >L  H  rli  ija:0  a  lyViLns'lS.  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  s'  itli  iwasnipri  ( 12)  ol  ihis '.iibs-v'ii.n: 

( 1!)       Require  anv  Pial'.iiiyra  liigiU;  .[o  n->  ord  the  n.tme  yr  anv  other  personally  ideniiliabic  information  of  any 
consumer  twenty-one  years  ol  aBe_or  ot.def : 

(12)  Require  a  person  tweniy-onc  vcars  ol  a^^c  or  older  to  obtain  anv  license  or  pav  any  tax  to  manufacture  or 
process  mariiuana  or  marijuana  products  at  a  household  li.r  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
marijuana  and  mariiuana  pro^Jllct^  at  tli'--  liouscl  olu  'jo  in't  exi:ccd  the  household  exemption  limits:  or 

( 13)  Provide  Uial  the  peneltv  fiif  manii  faci  lid  iiii  more  tiian  the  number  of  marijuana  plants  that  mav  be 
manufactured  without  a  license  unilc''  paij uti'Pb  n  2 )j.if  vbis  .^ubseciiun  mav  nul  exceed  that  for: 

(a)  An  infraciior.  A  the  vioUaiorr  is  !i  lirsl  vio'aiion  and  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  Piai  ijua,na,|)lair.>  t!mt  niu^  be  nuimj'aeiured  willioul  a  license: 

(b)  A  miscl'.-f'eaiior.  il  the  vjoliHii  ii  i:;  a  iirst  \  iolation  and  the  number  of  marijuana  plants  is  more  than 
double  but  not  more  than  uuadruiile  ilic  numlter  ol  marijuana  plants  lliai  may  be  manufactured  without  a  license:  or 

(c)  A  niisdcineanor.  if;  'i )  the  violation  is  a  second  violation:  (ii)  with  respect  to  the  llrst  violation,  the 
number  of  marijuana  plants  wi's  not  more  ih.ii  double  the  number  of  marijuana  plants  that  mav  be  manufactured 
without  a  license:  and  (iii)  with  respect  to  the  second  violation,  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  piarijuap  i  p.l.a.nis  ilial  in^y     manufactured  without  a  liccn.se:  or 

( 14)  Make  tlie  owner.shi|)  cr  opciation  'if  a  lu.enscd  business  that  manufactures,  produces,  or  delivers  mariiuana. 
marijuana  products,  mariiuana  extract.^,  or  marijuana  i-arapnernalia  in  this  stale  so  burdensome  that  il  would  be  impracticable 
for  a  prudent  business  person  U).organi>5'._oj'_a>oduei  1 1  n'.  I >iisi nesv 

9.  On  or  before  June  1.  2015.  the  depariinent  siiall  tnomulgjte  rules  and  regulations,  and  ihc  general  assembly  mav  enact 
laws,  that: 

( 1 )  Permit  indiyiduals  with  a  medical  condition  who  may  benefit  from  the  medical  use  of  marijuana,  mariiuana 
products,  and  marijuana  extracts  lo  be  able  lo  discuss  li^clv  with  their  doctors  tlie  possible  risks  and  benefits  of  medical 
marijuana  use  and  to  have  the  benefit  of  their  doctor's  professional  advice: 

(2)  Permit  indiv  iduals  ;ul feii:i>:  f.-om  a  meJicit!  ciindii ion  lo  be  allowed  lo  use  mariiuana.  mariiuana  products, 
and  marijuana  extracts  without  being  suiijccl  to  cjvil  ui  ci  iminal  peiialties  when  their  doctors  advise  that  such  use  mav  provide 
a  medical  benefit  lo  them  and  when  uiher  icasoiiablc  les  .ictions  ure  \m:l  reuardini;  that  use:  and 

(3)  Provide  that  no  iiidi\  iOiMl  nndei'  eighteen  vears  of  age  shall  be  allowed  to  use  marijuana,  mariiuana  products, 
or  mariiuana  extracts  for  medical  purpo.ses  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  for  the 
individual's  health  care  decisions  consents  to  such  use. 

10.  No  licensed  doctor  ma\  be  subjected  lo  any  criminal  or  civil  penalty,  or  lo  any  discipline  by  any  stale  licensing 
division,  board,  or  commission,  lor: 

( 1 )  Advising  a  person  whom  the  doctor  has  diaunosed  as  havint!  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diatinosed  by  another  licen.scd  doctor,  ai'oul  the  risks  and  benefits  of  medical  use  of  marijuana  or  that  the 
medical  use  of  marijuana  mav  niilinaie  the  s>  nifiloms  or  effects  of  the  person's  medical  condition.  pro\  ided  the  advice  is  based 
on  the  doctor's  personal  assessmeni  of  tlie  person's  nied'cal  history  and  current  medical  condition:  or 

(2)  Providing  an\  wrilien  documcnialion  that  evidences  or  conlirms  such  advice  and  assessment. 

11.  The  division  is  directecl  and  authorized  lo  enforce,  administer,  and  make  rules  and  reuulations  that  are  not  inconsistent 
yvith  this  section. 

The  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
ineonsLslenl  with  this  section. 

Hi        The  general  assembly  may  enact  laws  that  control,  regulale.  and  lax  the  manufacture,  production,  and  delivery  ol" 
industrial  hemp.  Any  additional  tax  rey  enue  authorized  b\  this  section  on  the  manufacture,  production  and  delivery  of 
indu.slrial  hemp  shall  not  be  part  of  the  "total  state  revenue"  within  the  meaning  of  sections  17  and  18  of  article  X  of  this 
constitution,  nor  subiecl  to  additional  \otcr  appro\al  under  section  IS(c)  of  article  X  of  this  constitution.  In  addition,  the 


expenditure  (it  any  additional  revenue  shall  not  he  an  "e\pcnso  ol  slate  i;overnrTn.'ni "  under  section  20  ol  article  X  ol  this 
constitution. 

14.  No  contract  shall  be  unenforceable  on  the  basis  that  niunuruelurinu.  proJucini:.  delivering,  possessinfi.  or  using 
marijuana,  mariiuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 

15.  Nothing  in  this  section  shall  be  construed: 

( 1 )  To  amend  or  alTcct  in  an\  \\a\  an\  state  or  federal  law  pcriaininu  to  cniplov  mcni  matters: 

(2)  To  amend  or  affect  in  any  \\a\  any  slate  or  federal  law  pertaining  to  landlord-tenant  matters: 

(JLl        To  amend  or  affect  in  anv        an\  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  any  other  person  who  has  a  legal  estiile  in  real  properl\  Ironi  prohiliiling  Ihe  inanulacture.  production,  delivery  . 
fHissession.  or  use  ol" mariiuana  on  such  real  prtipcrty: 

(4)  To  amend  or  affect  in  anv  \va\  anv  state  law  pertainiiiu  to  Ihe  operation  of  a  vehicle.  watercraH.  aircralt. 
railroad  train,  or  anv  similar  device  while  usinii  t ir  under  the  influence  oi  inariiuaiia: 

(5)  To  require  a  person  lo  \  iolalc  a  federal  law:  m 

(6)  To  exempt  a  person  from  a  federal  law  or  ohslruci  ihe  enforcement  of  a  federal  law. 

16.  If  anv  subsections,  paragraphs,  phrases,  or  words  of  this  seclion  shall  he  iield  unconslituiional.  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicabililv.  consiitulionaliiv.  and  legality  of  aiiv  and  ail  other  suhseclions.  paragraphs,  phra.ses. 
and  words  of  this  seclitin  shall  not  be  affected.  I  o  ihat  end,  the  subseciions.  par.iuraplis.  pnra.ses.  and  words  of  this  seclion  are 
intended  lo  be  severable.  It  is  hereby  declared  lo  he  the  inicni  oi  tiil-  ■■.^^iiMn  :Iil;  tach  ana  every  subsection,  paragraph,  phrase. 
and  word  ol'this  seclion  would  have  been  adiipted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  of  this  section  is  held  unconslilutional.  ^oid.  or  1 1 1  eg:;  I 

\]_,         I  he  pro\  isions  of  subsections  J.     4.  6.  7. It).  I  I.  ll'  !.'.  li  i     i).  .iiul  I  "7  of  i  his  section  and  paragraphs  ( 1 1.  ( 2). 
and  (5|  of  subsection  5  ol'this  seclion  shall  become  effective  ml  January  I.  2015.  Ihe  prov  isions  of  subsections  I  and  X  of  this 
section  and  parauraphs  (})  and  14)  of  subsccliori  .s  oflhis  section  siiall  l'ci:^inii:  ■-.I'eclivc  I'l'i  liine  I.  2()I,"S.  All  state  laws  that  are 
inconsistent  with  any  provision  ol  paragraph  ( I).  (2),  or  l.s)  of  si  bsec:ioii  .s  of  I 'is  sectii.'ii  shall  no  longer  remain  in  full  force 
and  elTect  >in  and  after  .lanuarv  I.  2015.  All  stale  laws  that  an:  uiconsisieni  wim  an'  prox  ision  of  subsections  I  or  8  oflhis 
seclion  or  paragraph  (.1)  or  (4)  of  subsection  .s  r.f  this  seclion  slial  I  no  jiin!.'er  remain  ir.  full  force  and  effect  on  and  al\er  June  I. 
2015.  All  of  the  provisions  of  this  .seclion  shall  he  scll-eiilui  Lirm. 


STATE  AUDITOR'S  OFF'CE 


y   DEC  1  3  2013 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  13,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment 
to  Article  1,  version  26  (2014-095) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Dan  Viets  on  December  12, 2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65 1 01 
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RECEIVED 


Page  No. 


It  is  a  class  A  misdemeanor  punishable,  not^wliwhupltflg  Ujc  rrovis|jinw>r section  560.021.  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  lhtrcJmn^nin>ra  tfnb'not'lo  cVceed  ten  thousand  dollars  or  btith,  lor  anyone  to  sign 
any  initiative  petition  with  an\  name  other  than  his  or  her  own,  or  kno\vingi\  to  sign  his  or  her  name  more  than  once  for  the  same 
measure  lor  llie  same  election,  or  to  sign  a  petitiop-vvhep  such  person  knows  he  or  she  is  not  a  registered  voter. 

^^r^fn'ATi  w. Ti(  )N 

To  the  Honorable  Ja.son  Kander.  Secretary  of  State  for  the  state  of  Misst»uri: 


We,  the  undersigned,  regi.slered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  l,ouis), 

respectfull)  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4  ■'  day  of  November.  2014,  and  each  for  himself 
or  herself  says:   I   have  personally  signed  this  petition;  I  am  a  rcgi.sterea  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  olthe  city,  town  or  village 

in  which  I  live  are  correctly  written  after  my  name. 

(SPACE  RESERVED  FOR  OFFICIAL  BALLOT  Tfl  Li;] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COl  INTY  OF  I, 

 .  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMK 
(Signature) 

Date 
Signed 

REGISTRRED  VOTING  ADDRI  SS 
(Street.  No  PO  Boxes)        (City.  Town  or  Village) 

/.,p 
Code 

Cong 
Dist 

NAMI^ 
(Printed  or  Typed) 

1. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

/  / 

10. 

/  / 

1 

•            '  1 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  ihf  reio  in  my  presence;  I  believe  that  each 
has  staled  his  or  her  name,  registered  voting  address  and  cit\,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  .state  of  Missouri  and  County. 


Signature  of  .Mllant 
(Person  obtaining  signatures) 


.^dd^es:^  of  Afllanl 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Notary  Public  (Seal) 
My  aimmission  e,\pires 


Signature  of  Notary 
Address  of  NoUtry : 


NOTICE:  You  are  advhied  lhal  ihe  profioscd  conslitutional  amt-ndment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  chaniic:.  l  epeiil  or  irodily  b\  implication,  the  following  provisions  of  the  Constitution  of 
Missouri—  Sections  9.  10.  14.  1x3!  &  32  of  Article  i:  Sections  36.  39  &  39(a)  of  Article  III:  Sections  7.  12.  15.  22.  23.  27(a) 
&48of  Article  IV:  Sections  14.  I8A  24  oi  Article  V;  Section  i  8(d)  of  Article  VI:  Section  I  and  4  of  Article  VII:  Sections  2  of 
Article  Vlil:  Sections  3(a).  7.  and  9(b)  of  AiliclciX:  Sections  1.  2.  3.  4(a).  6.  10(b).  17.  18.  18(e).  19.  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  it  resolved  by  the  people  of  the  slat'.'  oj  Missonh  thai  ilie  ( 'onsiititlion  be  amended: 
One  new  section  is  adopted  to  bi-  kn()\»  n  as  Articic  I.  Section  35(a)  and  to  read  as  follows: 

35(3)  I.  Citizens  over  the  age  of  iwcnlv-onc  \cjrs  shall  have  the  ri^ht  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufaclur-.;  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  b^  the  state 
government  pursuant  to  this  section. 
2i.         The  purposes  of  this  section  arc: 

(1)  To  promote  the  vital  state  interest  in  the  regulation  of  the  .sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  usej3l'jiiaijj.ii>ira..an(Li.v^^^^^^  pt)licv  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  mariiuana  producers,  distributors,  and  retailers: 

(2)  1o  eliminate  the  problci's  caused  bv  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  of  mariiuana  within  this  state: 

(3)  To  prevent  the  produciion.  ;i  jle.  distribution,  and  recreational  consumption  of  mariiuana  bv  those  under 
twentv-one  vears  of  age,  as  the  consumption  of  marijuana  poses  paiticular  hazards  to  minors,  whose  brains  are  still  in  a  state  of 
development: 

(4)  To  IcmIIzc  under  suite  law  inc  use  ol' mariiuana  bv  individuals  who  are  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  mu\  provide  a  medical  bcncllt  to  them: 

(5)  "lo  raise  tax  revenue  Iroin  the  pr^>duction  and  sale  of  marijuana,  and  to  allocate  such  revenue  lor  state  and 
local  law  cnl'orcetnent  and  lirefightcr  pensions  and  retirement  plans,  for  elementary,  secondary  ,  and  higher  education,  for  the 
cities  and  counties  of  this  state.  Ibr  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  mariiuana  authorized  bv  this  section: 

(6)  l  o  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  mariiuana: 

(7)  To  legalize  under  stale  law  ihe  manufacture,  production,  possession,  and  use  of  mariiuana  bv  persons  twenty- 
one  vears  of  age  and  older:  and 

(8)  To  legalize  under  state  law  the  delivery  of  marijuana  by  persons  twentv-one  years  of  age  and  older  to  persons 
twenty-one  vears  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  w  ith  the  oilier  provisions  of  existing  state  law,  will: 

( 1)  Prevent  the  distribution  of  marijuana  to  persons  under  twentv-one  years  of  age: 

(2)  Prevent  revenue  from  the  sale  of  mariiuana  from  going  to  criminal  enterprises,  gangs,  and  cartels: 

(3)  Prevent  the  div  ersion  of  marijuana  I'rom  this  slate  to  other  states: 

(4)  Prevent  mariiuana  acti\  it\  that  is  legal  under  stale  law  from  being  used  as  a  cover  or  pretext  for  the 
trafficking  of  other  illegal  drugs  or  other  i  I  legal  activity: 

(5)  I'revent  violence  and  the  use  of  lircarms  in  the  cultivation  and  distribution  of  marijuana: 

(6)  Prevent  drugged  dri\  ing  and  llie  exacerbalit)n  of  other  adverse  public  health  consequences  associated  with 
the  use  of  mariiuana: 

(7)  Prevent  the  growing  ol'  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  bv  mariiuana  produciion  on  pubhc  lands: 

(8)  Prevent  the  possession  and  use  of  mariiuana  on  federal  property:  and 

(9)  Prevent  the  marketing  and  ad\  ei  liscmeiil  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  mariiuana 
paraphernalia,  or  mariiuana  usage  lo  those  under  twentv-one  years  of  age. 

4,  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  indi\  idual  who  purchases,  acquires,  owns,  holds,  or  uses  mariiuana.  mariiuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  other  than  lor  the  purpo.se  of  resale. 

(2)  "Deli\  er"  or  "deli\  erv  "  means  the  transfer  from  one  person  to  another  of  mari  juana,  marijuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Oepartmcnt"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4)  "m\  ision"  means  the  division  ol  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liahilil\  company,  general  or  limited  partnership,  limited 
liability  partnership,  ioint  venture,  or  any  other  legal  entitv.  and  includes  a  government  subdivision  or  agency. 

(6)  "Expungeahle  mariiuana  offense"  means: 

(a)  The  manufacture,  production,  possession,  or  use  of  marijuana,  mariiuana  products,  mariiuana 
extracts,  or  mariiuana  paraphernalia:  or 

(b)  Ihe  delivery .  possession  with  intent  to  deliver,  or  irairicking  of  mariiuana.  mariiuana  prt)ducls. 
mariiuana  extracts,  or  marijuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twenlv-one  vears  of 
age  or  older  at  the  time  of  the  olTcnse. 

(7)  "Fair  market  sale"  means,  witli  respect  lo  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

.(8)        "Household  exemplion  limits"  means,  at  aiiv  given  time: 

(a)        Six  marijuana  plants  and  twelve  ounces  of  usable  mariiuana: 
(M        Sixteen  ounces  of  mariiuana  products  in  solid  form:  and 

(c)  Seventy-two  ounces  of  marijuana  products  in  liquid  form. 

"Industrial  hemp"  means  Cannabis  Saliva  L.  containing  no  greater  than  one  percenl  tetrahydrocannabinol. 

( 10)  "License"  means  any  license,  thermit,  regi.slration.  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  by  or  under  the  authority  of  any  state  or  local  governmental  body,  agencv.  or  official. 

(11)  "Licensee"  means  any  person  who  holds: 
(a)        A  mariiuana  license:  or 

{bl        A  license  issued  b\  any  stale  agencv  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


( 12)       "Manul'acture"  means  Ihe  production,  preparaliim.  propagation.  coin|'K)undini^  or  processing  of  niariiuana 
parapiiernaiia  or  ormariiuana.  marijuana  products,  or  marijiiuna  exlracts.  cither  direclK  or  In  cstraclion  from  substances  ol" 
natural  oriuin.  or  independently  hv  means  of  chemical  svnilicsis.  or  in  a  conihinalion  ol'cxlraction  and  chemical  svnliiesis.  and 
includes  any  packa^iinp  t)r  repackaging  of  the  substance  or  laheling  or  rehthelinti  ol  its  c<)niaincr. 

(1.1)       "Mari  juana"  means  all  parts  of  the  plant  genus  ( 'annabis  in  any  s|^ecies  or  form  thereof,  whether  growing  or 
not,  other  than  marijuana  extracts. 

( 14)  "Marijuana  extract"  means  a  product  obtained  by  scparaiini!  resins  from  marijuana  hv  solvent  extraction, 
using  solvents  other  than  yvater.  vegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropvl  alcohol, 
ethanol.  and  carbon  dioxide. 

(15)  "Marijuana  license"  means  a  license  issued  tt\  liie  diyisioii  lot  tiie  purciiase.  stile,  manufacturing,  production, 
processing,  transportation,  or  delivery  of  marijuana,  niariiuana  prinJucts.  tuaiiiuaiia  c.\liacls.  oi  niariiuana  paraphernalia. 

( 16)  "Marijuana  paraphernalia"  means  all  equipnu-iit.  products,  suiistaitees  and  materials  of  anv  kind  which  are 
used,  intended  for  use,  or  designed  for  use,  in  planting.  pit)[iaL'atiiiii:.  eul  ti\iiuiiy.  ginuiiig.  I  ui  rv  est  J  ng.  manufacturing, 
compounding,  convertina.  produciniz.  processinu.  preparinu.  storing,  coiiiaiiiini!.  e>.iiieejiiiiu.  iiiuestiiin.  inhalinc.  or  otherwise 
introdticinu  into  the  human  bodv  marijuana,  marijuana  products,  or  marijuana  extracts. 

( 17)  "Marijuana  products"  means  products  thai  contain  mariiuaiia  oi  inumuana  cxiracts  and  are  intended  for 
human  consumption.  Marijuana  products  does  not  mean  marijuana  l>y  itsell.  or  a  luariiuuiia  exlrucl  by  itself 

( 18)  "Marijuana  retailer"  means  a  person  who  se'ls  nniriiiii'.ria.,niu'iiiitna  proilm:!?..  mariiuana  extracts,  or 
marijuana  paraphernalia  to  a  ccinsumer  in  this  slate. 

II'))       "Person"  includes  anv  individual  or  emit' . 

(20)  "Person  twentv-one  years  of  age  and  olJer'  iin  ludes  iiii'  t:ii(ii  jju  n.h  ieti  no  individual  under  twenty -one 
years  of  ace  holds  a  direct  or  indirect  interest. 

(21 )  "Produce"  or  "production"  includes  the  nianui'acluie.  planliim.  culiixatioii.  growing,  or  harvestinu  of 
marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  par.ii-iii. i  u\ja.. 

(22)  "Public  place"  means  a  place  to  which  the  lieneial  public  ha.^  -lecess  und  inciudes.  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  eoiislituiinti  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amuscnicni.  p-iV.  f ...» .i  .ii  hii.s  a.i.l  p  ei  .i.s^'s  useo  in  connection  with 
public  passenger  transportation. 

(23)  "State  law"  means  anv  state  or  local  law,  regulation,  rule,  ciiiiicer.  urJirjnce.  or  other  governmental  action. 

(24)  "  lax"  means  anv  income,  gross  ivceipLs.  escise.  sii,ini|),  |)i(.ni>,.'i>.  >\iiidl"all  \M.u'ti.  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum.  orollnT  lax,  fee,  asstssnk".!.  Ic' .  taiilV.  .harge.  or  duty  of  anv  kind 
whatsoever  imposed,  assessed,  or  collected  bv  or  under  the  auliiori ij _o fjjn  t'.ovi.'iTuiienlal  lx)dv. 

(25)  "I  Isable  mariiuana"  means  dried  marijuana  i"loy\ers  ui bi oj.i'&LOlgri'Wiini! Jsa VVSi and  anv  mixture  or 
preparation  thereof. 

5.         i-xcept  as  otherwise  provided  in  this  section,  no  state  Lm  shall' 

( 1 )  Prohibit  the  possession  or  use  of  marijuana,  marijuana  proJiicLs.  iiiafiiuaiia  extracts,  or  mariiuana 
paraphernalia  bv  persons  twentv-one  years  of  age  and  olde:- 

(2)  Prohibit  the  transportation  or  delivery  ni  ;n..riiuaii.i.  iimriiuiiHL  pio  Jiu:l.>..  'nai  ini^uia  extracts,  or  marijuana 
paraphernalia  bv  persons  twenty-one  years  ol'age  and  older  n-  peismis  luuiitv-^.iij  >cai.s  oi  age  and  older: 

(3)  Prohibit  the  purchase,  sale,  manufactuii :v->.  pruauction.  unj  ;M.>Ci:jsliiu    iiiai  uuiiiia.  marijuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia  bv  persons  lwi.ii:>  -one  >l.ii  •  .>'  ,i^-c  ..iid  older: 

(4)  Prohibit  Ihe  purchase,  sale,  manulaeiiinivj..  nii  'diiclii  i.  i.r.ie;;:.<iin!.  t.^  i»|ioi'i;iii'in.  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  seizure  or  forfeilureofanv  (;i(>i>.-r.y  u.v.'J  in  st.iinet.|-  n  \v''h  ,iny  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  ixi-ssession.  or  u^e  v'l  ri.aiijuana.  marijuana  products,  marijuana 
paraphernalia,  or  industrial  hemp  if  such  manulaeiiire.  production,  '-'elivcrv.  f    'assion.  or  use  is  lawful  under  stale  law. 

(k  Notwithstanding  subsection  5  of  this  seeiion  i.  ■iiaie  :o  ■  lii.i.i : 

( 1 )  Prohibit  the  importation  and  cxporiation  ol  liitiriiuanii.  imriiuan;;  t-vo.li'.ctj.      tviarijuana  extracts  into  and 
from  this  state: 

(2)  Prohibit  the  purchase,  sale,  manufacturing.  piOil.Ktu.n.  |».t'..i.s;."ov^.  o'  tleiivery  of  mariiuana,  marijuana 
products,  and  mariiuana  extracts  in  or  on.  or  within  one  thou:.jiiJ  feci  \il".  icai  (im()i..  i;  eoinpiiaii'ii!  a  pul^lic  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a  piihlie  or  privale  community  college,  college,  or  university 
attended  primarily  bv  individuals  under  tvventv-or.e  veai  s  oi  a^-j 

(3)  Prohibit  the  operation  of  a  vehicle.  walei':ial\.  airyniJu  raiif  oaJ.iliiUjt  oi  any  similar  device  while  using  or 
tinder  the  influence  of  marijuana: 

(4)  Prohibit  the  use  of  mariiuana.  iiiu;  iiuaiKi  ii. .  u  j.  is.    iJ-piai  'Iii "ii-" Mi  MsJ  "L4.  imblic  place,  provided 
however  that  the  penalty  for  y  iolation  of  such  law  mas  not  ex.xvi.  iii,t  >iii  -  )  .'■  ji'-M'iiit- 

(5)  Prohibit  the  purchase,  sale,  manufactiirini'.  prr>diiilirip.  nr<i.;g~siiv.  irupsportaiion.  delivery,  or  possession  of 
marijuana,  mariiuana  products,  and  mariiuana  e\iiai.:ts  '>>  .mv  ^-c' -i^i . v.ji         « >r.-'i„-i;. •  .'i'v  i  uics.  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  sc>4itiii; 

(6)  Classify  the  penalties  for  violaiions oTsik li  Uws: 

(7)  Impose  an  excise  tax  on  the  lirst  fair  iiiaikei  >j|e  of  jli  n.ar.iuaria  roxliiced  in  this  si.ne  at  a  rate  of  twentv- 
t'lve  percent  of  the  purchase  price. 

r         Subject  to  the  provisions  of  subsection  X  of  this  sevtiof.  on  or  heloft;  June  i.  ?tjl.^.  die  djv  ision  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  piireha?.e.  sale.  ii>a;iii'M';turii.>t,  jii>ijj.Mj;LJ!jii,.ijr<.'^'  ;.iiii.;.  iiansportation.  delivery. 
|-Kissession.  and  use  of  marijuana,  marijuana  products,  iiiai  iiiiaiia  eyr.tets,  .ijid  n.anj  juim  parafilKToalia.  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to  obtain  a  imriiiiaim  >  i,  .i i.e.. . ■  ■■».ii.f-».i m c.  |-i->ijuee.  process,  transport,  or 
deliver  mariiuana.  marijuana  products,  mariiuana  extracts.,  or  mar xuan ■■  pantp*' erna] in 

(2)  Provide  for  the  collection  of  the  cxci.st  U.\ ,  .t-iJed  in  \rMZ'„'n:>h  7  .■)'<,ub.%-aion  6  gl  this  section: 

(3)  Provide  lor  the  enforcement  of  sue!;  Ia>v<  an.l  mi  ti.e  ^xaiiiin.  cii.r.  jini  lri.-.p.^viioii  ol  liie  books,  records,  and 
premises  of  licensees: 

(4)  Regulate  the  advertising  ol  muriiu.ina.  luuri.Utiiajr.'jdtiU.s^i.  'rijjit^^^^  'iiiyjiiilA  ^rjU  nrgrijuana  paraphernalia; 

(5)  Provide  for  the  receipt  and  traiisicr  xfall  lu  .ls  .:tv.;.Vvv'M  vj  j-;^;'!.'     ioiji  iji.-  s  "-i-ic  la.ves  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)         first,  to  the  division.  :'n  iiPO'.:ni  ijuij!.!'-  liei'.V' -L- •     .1'  ■ .  '  '.i  -  ii.cessar-  for  Ihe  division  to  carry 
out  Ihe  division's  obligations  under  such  la\<s.  iiicla.iiutf  <  ie.st..vc  I'a.ivi  lu  .Huiiiiai.i  «i  icasoi.aiiie  working  cash  balance 
for  the  purpose  of  carrying  out  such  obi  i  nations: 

(bj        Next,  the  remainder  of  su.-h  .li.i.ls      :UdL-'L'£tl''i-jrt'nsf«^£«-^-^.il'ie  may 
determine,  for  the  following  purposes:  (i)  tor  suit.  ^aJ  local       eiii.n .:ouumu  and  fiieiiglucr  pensions  and  retirement 
plans,  twentv-five  percent:  (ii)  for  public  iiistiiutinns  ol't:l^'nv.:iMai^iiiiiiJjA'yoi' j'.l  education,  twenly-nve  percent:  (iii) 
for  mental  health  and  substance  abuse  nii',.'iiin!.-..  LVt'if'  pvi>:<-ni;.i'.«.'  '  ...  ';•  s  -  ■•].,  ..iiniie,-..  lilieeii  percent;  and  (v) 
for  public  institutions  of  higher  etiucati>.n  or  lor  .■■elunait.uo.s  u.  uUeiu.  ••  t..  tiisJtli(ii.).s.  lilleen  percent;  and 


(C)  Allj?ij>ii»;;.  '.  j|)i;rt>f':i;i^(:ii  Ir  liu^  uuiiciul  asticniblv  Irom  the  excise  taxes  authorized  in  pura^ranu  /  »i 
subsection  o  ol  iliis  >ecujii  simll  .1-;  adci'.'onal  Hinds  for  the  purposes  enumerated  above  and  not  replace  cxislina 
funding. 

(6)        Limit  the  amouiii .jy  .uta'IUJiJ-Ul'.U IIS! ji' Hm<?  pniduets.  or  marijuana  extracts  that  a  person  other  tlian  a  licensee 
may  possess  at  anv  t'ivcn  time.  nivv)ijc«l  h^inix  ":.!b!!'  "I'P  pc'ai'y  lor  violation  of  such  law  may  not  exceed  that  lor  an 
infraction  lor  the  lirst  violaii  jn  iinci    nV'su'-jn  i^n'T     -.my  second  or  subsequent  yiolation. 

8.  No  state  law  or  combi LWltA'A iiLy .4.'-.-'i< >>A  siju! I.: 

( 1)  bxcepi  lor  the  .t/i¥.piOi'!ii?':dir  j'^jO^yiV^V'^'  <7)  ol  subseetion  (>  ol  lhis  section,  impose  any  tax  on  mari  iuana. 
marijuana  products,  marljuunu  CsLiact.-.  oi  iM-\^^.'.'tn'ns  invol-.  in;',  rnaiijiiana.  marijuana  products,  or  marijuana  extracts  that  is 
not  imposed  on  other  products  ^■e'1clal!^ . 

(2)  Limit  the  amounts  of  niai  iiuana,  mariiuana  product:;,  or  marijuana  extracts  that  a  perstm  other  than  a  licensee 
may  p<.>ssess  at  anv  t'ivcn  time  f  ■  jrootimi;  ]-^s  Ihij: 

(a)  SLx.nXi'ruuani!_ni  'ii-'  i'  •'J  iv'  i:|vc  ■.Hincc>  of  usable  marijuana; 
-                (hi        Sixteen  (''.mcy.  <  i'iTiiii  iiaan-.i  pruducls  in  solid  form; 

Ifi)        Sexents-i't'i  '.■jr.ce.'.  ^'I'miuijiiana  products  in  liquid  lorm:  and 

(d)      Qnc-!.>.M.ii<:?.!>.L-?.'.'V  '.iumujtxJiiiciJi-. 

(3)  Limit  'he  aj^jjrcijatc  fiumlxT  t  i  IteciiMys  that  ma\  hold  marijuana  licenses  or  the  am^renate  number  oT 
marijuana  licenses  that  mav  be  iiianted.  rrov'd'j'd  however  ihai  the  number  of  licensed  marijuana  retailers  in  a  county  may  be 
limited  to  no  fewer  than  tme  niiii  iiu;ni;i  ic'gii'-i  pci  l.pM  ir.hjhiiiiiii--  ir.  such  countv.  according  to  the  most  recent  census  ol'  the 
United  States; 

14)        Limit  the  numt^er  •>)  nianiuana  iiw:.ji  ;c.-  inai  •.Y\:i\  be  granted  to  or  held  by  the  same  person; 

(Si        Prohibit  the  >anif  ptrs-jn  i.iiynj-ciiij;  !yt!!U.:d  or  holding  one  or  more  dilTcrcnt  tvpes  of  marijuana  licenses: 

(6)  Prohibit  a  person  lioiti  being  i;rani»;d  or  Ik  idin::  a  n.ariiuana  license  because  the  person  or  any  indiyidual 
who  owns  a  direct  or  indi ivcU'l' '  Jl'l-^.l  .ill  i 'ic  oer.wn  is  not  organized  in  or  a  resident  of  this  slate; 

(7)  Prohibit  a  person  Ihiin  heinit  MruiUed  or  holding  a  marijuana  license  becau.sc  the  person  or  any  individual 
who  owns  a  direct  or  indirect  iiiieg-st  ,ii  the  p'ji.sor  na:;  o-.en  .on\  icicd  ol  violating:  (i)  any  non -discretionary  expungeable 
marijuana  offense  in  paragraph  ( Lli'.U.^litl.Suhisy.li'.i!!  1  J.'iL'i fi'iLs  section:  or  (ii)  any  marijuana-related  offense  that  has  been 
expunged: 

(8)  Require  an  im.li.vjduiil i*^vil-.y •V.nc  ye<js  o*"aue  or  older  to  obtain  any  license  to  possess  or  use  marijuana, 
marijuana  products,  marijuana  e>.irar.s.  oi  nw'U  Jna  (Kimnheiiialia; 

(9)  Require  a  consumer  iwen'-^-CT".-  years  of -lue  or  older  to  obtain  any  license  to  purchase  mariiuana.  marijuana 
products,  marijuana  extracts,  or  inaiijuaiia  pua'picrn  ilia  iioin  a  licensed  marijuana  retailer; 

1 10)       Require  an  iiuiividu.il  i\vfi(y-onc  jcars  of  age  or  older  to  obtain  ans  license  to  deliver  marijuana,  marijuana 
products,  mariiuana  extracts,  or  mar'iii.ina  Darapliemjliu  Ibr  no  consideration  to  an  individual  t\\enty-t)ne  y  ears  of  age  or  older 

(al        The  marijua/'fi,  niai  iiu.ina  products,  marijuana  extracts,  or  marijuana  paraphernalia  were  purchased 
from  a  licen.scd  mariiuana  rt  uii I.erj  > > r 

(b)  I  he  ''.vAriiujra  oi  muniiiana  prouucts  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  \\\\h  paia^rap.i  ( )i)iJ;JjJli'lsL'i.'hcciM''i 

(11)  Require  any  manjuana  letai.le  tu  record  Ihe  name  or  any  other  personally  identi  liable  information  of  anv 
consumer  twenty-one  years  of  aac  or  i  •jdei ; 

( 12)  Require  a  person  twenty-one  years  ol  age  or  older  to  obtain  any  license  or  pay  any  tax  to  manufacture  or 
process  mariiuana  or  mariiuana  products  at  a  hmisehoUl  Ibr  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
mariiuana  and  mariiuana  piodiicis  at  tlic  lipusci  uiu  do  not  exceed  the  household  exemption  limits:  or 

( 13)  Pro\  ide  that  the  penal I'i.  for  ma'i u fac' uri ng  more  than  the  number  ol" marijuana  plants  that  may  be 
manufactured  without  a  license  uiidei  pai  aui  iipli '  121  of '.his  subsection  mav  not  exceed  that  lor: 

(a)  An  ipl'ract'oi',.  ij  the  violation  is  a  fust  viplaiion  and  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  ofnianjLi.'ni'.  piaii'.  i  .'hal.niai  be  nianul'actured  without  a  license: 

(b)  A  mi.sdenieanor.  if  the  violation  is  a  Urst  violation  and  the  number  of  mariiuana  plants  is  more  than 
double  but  not  more  than  quadnjple  the  number  of  mariiuana  plants  that  may  be  manufactured  witliout  a  license;  or 

(c)  A  misdemeanor,  if.  'i)  the  violation  is  a  second  violation;  (ii)  with  respect  to  the  llrst  violation,  the 
number  of  mariiuana  plants  \vas  n"t  more  than  double  the  number  of  marijuana  plants  that  may  be  manufactured 
without  a  license:  and  ( iii )  with  respect  to  the  second  violation,  the  number  ol"  marijuana  plants  is  not  more  than 
double  the  number  of  marijuaf  a  plains  that       be  inanuiaclured  without  a  license;  or 

( 14)  Make  the  ownership  c rorxraiion  ol  a  licensed  business  that  manufactures,  produces,  or  delivers  mariiuana. 
marijuana  products,  mariiuana  cMrac'.-'.  or  inai  .r^na  riaranncrnalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  ptfrst)n  lo  organize  or  eon ouct  ihe  business. 

9.  On  or  before  June  L  2015.  the  deparinieiil  shall  promulgate  rules  and  regulations,  and  the  general  assembly  may  enact 
laws,  that: 

( 1 )  Permit  individuals  with  a  medical  condition  who  mav  benellt  from  the  medical  use  of  mariiuana.  marijuana 
products,  and  marijuana  extracts  to  be  able  lo  discuss  freely  with  their  doctors  the  possible  risks  and  benefits  of  medical 
marijuana  use  and  to  have  the  benellt  of  thei'"  doctor's  professional  advice; 

(2)  I'ermit  indiv  iduals  sulfering  f-oin  a  medical  condition  to  be  allowed  to  use  marijuana,  marijuana  products. 
and  marijuana  extracts  vvilhout  being  subject  to  civ  il  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benellt  to  them  and  wlicn  ol!u:r  reasonable  rcslrictii'tis  are  met  regarding  that  use:  and 

(3)  Provide  that  no  individual  under  eighteen  years  of  age  shall  be  allowed  to  use  mariiuana.  mariiuana  products, 
or  marijuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  wiih  responsibility  for  the 
individual's  health  care  decisions  consents  to  such  use. 

iO-.        No  licensed  doctor  may  be  subjecied  to  any  criminal  or  civil  penalty,  or  to  any  di.seipline  by  any  state  licensing 
division,  board,  or  commission.  Ibr: 

UQ        Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  st)  diagnosed  by  another  licensed  doett>r.  about  the  risks  and  bcnellts  of  medical  use  of  mariiuana  or  that  the 
medical  use  of  marijuana  mav  mitigaie  the  svin-Moms  or  effects  of  the  person's  medical  condition,  prov  ided  the  advice  is  based 
on  the  doctor's  personal  assessment  of  the  person's  medical  histon-  and  current  medical  condition;  or 

01        Providing  any  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 
IL       The  division  is  directed  and  authorized  lo  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 

IL         I  he  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

Ill        fhe  general  a.ssembly  may  enact  laws  that  control,  regulate,  and  lax  the  manufacture,  production,  and  delivery  of 
industrial  hemp. 

liL        Convictions  of  marijuana  olTcnscs  shall  be  expungeable  as  follows: 


( 1 )  An  individual  who  has  plead  guilty  to  or  has  heen  conv  icted  ol  violating  anv  expungeahle  marijuana  offense, 
and  who  was  twentv-one  years  ol'ape  or  older  at  the  time  (il'lhc  olTense.  mav  app!\  to  Ihc  court  in  which  he  or  she  was 
sentenced  for  an  order  Hi  expunue  all  orHcial  records  of  his  or  her  arrest,  plea,  irial.  ;ind  con\  iciion.  If  the  court  determines. 
up^>n  review,  thai  such  individual  has  plead  guilty  to  or  has  heen  convicted  ol  iJii  expunijeahle  marijuana  offense,  the  court  shall 
enter  an  order  of  expungement.  An  individual  shall  be  entitled  to  one  or  more  expungements  pursuant  to  this  paragraph  ( I  ). 

(2)  After  a  period  of  not  less  than  one  year,  an  indi\  idual  who  has  plead  guilty  Ui  or  has  heen  convicted  of 
violatint!  anv  cxpungeable  marijuana  offense  for  the  Ursi  time,  and  who  was  under  l^^ent\-one  years  of  age  at  the  time  of  the 
olTensc.  and  who  since  such  conviction  has  not  heen  conv  icted  of  anv  other  marijuana-related  offense,  mav  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  oflkial  records  of  his  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upon  review,  that  such  individual  has  not  been  a>n\  ictcd  tif  anv  other  marijuana-related  ofTense  at  the 
time  of  the  application  for  expungement,  the  court  shaii  enter  an  oider  of  o\pUi.^.einent. 

Ql        An  individual  who  has  plead  guilts  to  or  has  been  coin  icted  >ir  v  iolaling  an\  cxpungeable  marijuana  offense 
that  is  not  expunpeable  under  paragraphs  ( I )  or  (2)  of  this  suh.scciioii  tnav  uppl.  1»)  the  court  in  which  he  or  she  was  sentenced 
for  an  order  to  expunge  all  olllcial  records  of  his  or  her  arrest,  plea,  trial,  anu  coriviciion.  If  the  cotirt  determines,  upon  review. 
that  an  expungement  is  in  the  interests  of  justice,  the  courl  mav  enter  an  order  iii"e\|iungement.  An  individual  mav  be  entitled 
to  one  or  more  expungements  pursuant  to  this  paragraph  (  "M. 

(4)        The  effect  of  an  order  of  cxpungemeni  shall  be  to  restore  the  applicable  uidiv  idual  to  the  status  he  or  she 
occupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  event  liad  tievei  li:ii:peik-i-i  No  indivititial  as  to  whom  such  order  has 
been  entered  shall  be  held  thereafter  under  any  provision  of  anv  la^^  to  be  guillv  ol  per  jry  or  citlierwise  giving  a  false 
statement  by  reason  of  his  or  her  failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expungement  in  response 
to  anv  inquiry  made  of  him  or  her  for  any  purpose  whatsoever. 

15.  No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing.  proJvcing.  delivering,  possessing,  or  using 
marijuana,  marijuana  products,  marijuana  extracts,  marijuana  riaraplierintha.  m  irJusirial  hemp  is  prohibited  by  lederal  law. 

16.  Nothing  in  this  section  shall  he  construed: 

( 1 1         fo  amend  or  affect  in  any  way  any  state  or  federal  lew  pertaining  lo  eiriplov  ment  matters: 

(2)  fo  amend  or  affect  in  any  way  anv  state  or  federai  law  fiertaiiiiiig  U>  i  iiKjlori.l-teiianl  matters; 

(3)  fo  amend  or  affect  in  any  way  anv  smie  or  :'ede.al       uial  poinm..  an  .  I'viicr.  lessor,  or  lessee  of  real 
property  or  anv  other  person  who  has  a  legal  estate  in  real  pr.)|'en<  ,Voin  pii;hii  illiig  (i'j e  uiaiudacture.  production,  delivery, 
possession,  or  use  of  marijuana  on  such  real  properf.'; 

(4)  fo  amend  or  affect  in  anv  way  any  siate  la>'i  pcilainina  to  th.  orei^Jtiiin  of -J  vehicle,  watcrcratt.  aircraft, 
railroad  train,  or  any  similar  device  while  using  or  under  tlic  iiitliiencc  «  I  iiiariif  ^11^1^ 

(5)  To  require  a  person  to  violate  a  fedeir,!  !av'.:  or 

(6)  To  exempt  a  person  from  a  federal  law  or  obstruct  ihe  enforcement  t>l' a  federal  law. 

1 7.  If  anv  subsections,  paragraphs,  phrases,  or  words  oi'tlr.s  -ixiiun  .-liai,  1).  I  ciu  UHw^i'istiiuiional.  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutioiialin .  smI  i^:2ii\ti}..<.\L'.\9''  and  aii  olhcr  su.^sections.  paragraphs,  phrases, 
and  words  of  this  section  shall  not  he  aftected.  I\)  thai  end.  1  !HL£vULi!lQik!JV:u  t'lffiiLQiiibij-  i^ln.'i.se.s.  and  words  of  this  section  are 
intended  lo  he  severable.  It  is  hereby  declared  to  Ix-  ihc  inicrir .  f  this  .scc'mn  th>a  t^..ii  and  every  subsection,  paragraph,  phrase, 
and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  of  this  section  is  held  uncon.stitutional.  '  iiid.  or  illeiMl. 

IX.        Ihe  provisions  of  subsections  2.  .1.  4.  6.  7.  9.  III.  1 1.  12.  I.).  14.  IS.  IV  ^^  uid  IH  of  this  section  and  paragraphs  ( 1). 
(2).  and  (5)  ol' subsection  5  of  this  section  shall  lucoiiie  el'leelive  on  .lanuarv  I.  2t)IS.  Ihe  provisions  of  subsections  I  and  S  of 
this  section  and  paragraphs  (.1)  and  (4)  of  subsecticii  j  pf  th's  section  sh  dl  bei  '      elTeclive  on  .Uiiie  1 .  2015.  All  state  laws 
that  are  inconsistent  with  anv  provision  of  paragraph  ( 1 ).  (2).  ,n  (5)  ol"  suhseetioii  .*»  ol'lliis  scctioii  shall  no  longer  remain  in  full 
lorceand  effed  on  and  after  .lanuarv  1.  2015.  .Ml  siatt  'aw.s  l  igi  :ji.  iiiCu  .isle  .}j>wiij  aii;.  .iii.vi.siim  ol  subsections  I  or  8  of 
this  section  or  paragraph  (3)  or  (4)  t)f  subsection  5  t.f  tins  .seciion  .•■iu'l  nu  loi.v...  eiii  Jr.  in  f.j||  Kjfce  and  elTect  on  and  after 
.lime  I.  2015.  All  of  the  provisions  of  this  section  shall  be  scif-cniurciug. 


James  C.  KrRKPATRiCK 
State  Information  Center 
(573)751-4936 

December  23,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


Jason  Kander 

SiiCRt  I ARY  oi  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


RECEilVED 

DEC  2  3  2013 

STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Marc  EUinger  regarding  a  proposed  constitutional 
amendment  to  Article  X  (2014-096) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Marc  Ellinger  on  December  20.  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332.  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PC  Box  1767  -  Jefferson  City,  Missouri  •  65102 
www.sos.mo.gov 


County  

It  is  a  class  A  misdemeanor  punishable,  notwitiistanding  the  provisions  of  section  560.02 1 .  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  pbcth  /oj  anyone  to  sign  any 

initiative  petition  with  any  name  other  than  his  or  her  own,  or  iaiowingly  to  sign  his  or  her  name  more  than'cmcfe  for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  ijot n  registered  voter. 

MSrSEC  OF  STATP 
INITIATIVE  PETITION^  ^'^ 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  


County  (or  city  of  St.  Louis),  respectfully  order 


that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this 

petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting 

address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


_,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that 
each  lias  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  tliat  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 

(Person  obtaining  signatures) 


Address  of  Affiant 


Subscribed  and  sworn  to  before  me  this 


day  of 


_,  A.D.  20 1_. 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


K 

Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  X  is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 

Section  26.  (a)  A  new  special  assessment  in  the  amount  of  three  point  four  cents  ($0.034)  shall  be 
imposed  on  the  sale  of  ever>'  vapor  product  unit.  "Vapor  product  unit"  means  point  zero  five  (.05')  fluid 
ounces  of  material,  containing  nicotine,  which  is  intended  to  be  consumed  through  vaporization,  but 
does  not  include  any  product  regulated  by  the  United  States  Food  and  Drug  Administration  under 
Chapter  V  of  the  Food.  Drug  and  Cosmetics  Act. 

(b)  All  revenues  generated  under  this  Section  26  shall  be  used  to  reduce  the  individual  income  tax  as 
ftirther  provided  Section  27  of  this  article. 

(c)  The  general  assembly,  counties  and  political  subdivisions  shall  not  impose  any  new  or  increased  tax, 
license,  fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or 
wholesale  sale  of  vapor  product  units,  except  as  imposed  on  all  other  taxable  tangible  property  and  no 
existing  tax  on  cigarettes  or  new  tax,  license,  fee  or  special  assessment  shall  apply  to  vapor  product  units 
except  as  provided  in  Section  26(a)  of  this  Article. 

(d)  No  new  or  additional  tax,  license,  fee  or  special  assessment  upon  cigarettes  or  tobacco  products 
shall  be  imposed  by  law,  except  as  provided  in  this  amendment. 

(e)  The  purchase  or  possession  of  vapor  product  units  shall  be  prohibited  for  any  person  under  the  age 
of  eighteen  (18). 

(f)  Any  person  that,  for  commercial  purposes,  operates  or  maintains  a  machine  that  enables  any  person 
to  process  a  substance  that  is  made  or  derived  from  tobacco  into  a  roll  or  tube  shall  be  deemed  to  be  a 
manufacturer  of  cigarettes  and  the  resulting  product  shall  be  deemed  to  be  a  cigarette. 

(g)  In  addition  to  all  other  taxes  imposed  on  tobacco  products  an  equity  assessment  fee  is  imposed  upon 
the  purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  sale  of  non-participating 
manufacturer  cigarettes  at  the  rate  of  fifty-five  cents  ($0.55)  per  package  of  twenty  (20)  cigarettes, 
which  equity  assessment  fee  shall  be  paid  by  the  wholesaler,  and  collected  in  the  same  way  as  other 
cigarette  taxes  by  the  department  of  revenue  and  subject  to  the  rules  and  regulations  promulgated  in 
connection  therew^ith.  "Non-participating  manufacturer"  shall  be  as  defined  by  law  on  the  effective  date 
of  this  amendment.  The  equity  assessment  fee  in  this  subsection  shall  be  indexed  to  the  general  price 
level  as  defined  in  Section  17  of  this  article- 
Section  27.  (a)  "Reduction  factor"  means  the  percentage,  rounded  to  the  nearest  tenth  of  one  percent 
but  not  less  than  one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  collected  by 
the  state  from  the  fees  or  assessments  imposed  or  increased  in  Section  26  of  this  Article  in  any  state 
fiscal  year. 


(b)  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

(c)  If  the  existing  rate  of  the  individual  income  tax  is  one  tenth  of  one  percent  or  less,  then  the 
individual  income  tax  shall  be  permanently  eliminated  and  the  general  assembly  shall  not  have  the 
authority  to  impose  a  tax  on  or  measured  by  income  or  earnings  of  an  individual. 


Jason  Kander 


James  C.  Kirkpatrick 
Stati-:  Information  Center 
(573)751-4936 


Slcrj;tary  oi  State 
State  ok  Missouri 


Elections  Division 
(573)751-2301 


December  23, 2013 


The  I  lonorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:     Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional 
amendment  to  Article  X  (2014-097) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Marc  Ellinger  on  December  20.  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332.  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summar>'  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1  767  •  JkH  KRSON  CITY,  MISSOURI  •  65 102 
www.sos.mo.gov 


County  '  / 


Page 

It  is  a  class  A  misdemeanor  punishable,  notwitiistanding  the  provisions  of  section  560.02 1 ,  RSMo?  ^  the-c'b/tS^,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  line  not  to  exceed  ten  thousand  dollars  or  both,  for  anvone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  2fliiDiEcjicc2lQn       lx3iS  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

'/ 

INITIATIVE  PETITION  /ffp'SEC  op  STATE 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed 

this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City.  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

IS. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that 
each  has  stated  his  or  her  naine,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant  Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  201 


Signature  of  Notary  Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


14- 

Be  it  resolved  by  the  people  of  the  State  oj  Missouri  that  the  Constitution  be  amended: 

Article  X  is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 

Section  26.  (a)  In  addition  to  all  other  taxes  imposed  on  tobacco  products,  an  additional  special 
assessment  of  seventeen  cents  ($0.17)  per  package  oF  twenty  (20)  cigarettes,  acquired  after  the 
effective  date  of  this  amendment,  shall  be  paid  by  the  wholesaler,  and  collected  in  the  same  way  as 
other  cigarette  taxes  by  the  department  of  revenue  and  subject  to  the  rules  and  regulations  promulgated 
in  connection  therewith. 

(b)  A  new  special  assessment  in  the  amount  of  three  point  four  cents  ($0.034)  shall  be  imposed  on  the 
sale  of  every  vapor  product  unit.  "Vapor  product  unit"  means  point  zero  five  (.05)  fluid  ounces  of 
material,  containing  nicotine,  which  is  intended  to  be  consumed  through  vaporization,  but  does  not 
include  any  product  regulated  by  the  United  States  Food  and  Drug  Administration  under  Chapter  V  of 
the  Food.  Drug  and  Cosmetics  Act. 

(c)  All  revenues  generated  under  this  Section  26  shall  be  used  to  reduce  the  individual  income  tax  as 
further  provided  Section  27  of  this  article. 

(d)  The  general  assembly,  counties  and  political  subdivisions  shall  not  impose  any  new  or  increased 
tax,  license,  fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling, 
distribution  or  wholesale  sale  of  vapor  product  units,  except  as  imposed  on  all  other  taxable  tangible 
property  and  no  existing  tax  on  cigarettes  or  new  tax,  license,  fee  or  special  assessment  shall  apply  to 
vapor  product  units  except  as  provided  in  Section  26(b)  of  this  Article. 

(e)  No  new  or  additional  tax,  license,  fee  or  special  assessment  upon  cigarettes  or  tobacco  products 
shall  be  imposed  by  law,  except  as  provided  in  this  amendment. 

(f)  The  purchase  or  possession  of  vapor  product  units  shall  be  prohibited  for  any  person  under  the  age 
of  eighteen  (18). 

(g)  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette 
manufacturing  equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed 
to  be  a  manufacturer  of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless 
the  consumer  acquires  complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette 
manufacturing  equipment  prior  to  its  use  at  a  place  the  provider  does  not  control. 

(h)  In  addition  to  all  other  taxes  imposed  on  tobacco  products,  including  the  special  assessment  in 
section  26(a)  of  this  article,  an  equity  assessment  fee  is  imposed  upon  the  purchase,  storage,  use, 
consumption,  handling,  distribution  or  wholesale  sale  of  non-participating  manufacturer  cigarettes  at 
the  rate  of  fiftv-tlve  cents  ($0.55)  per  package  of  twenty  (20)  cigarettes,  which  equity  assessment  fee 
shall  be  paid  by  the  wholesaler,  and  collected  in  the  same  way  as  other  cigarette  taxes  by  the 
department  of  revenue  and  subject  to  the  rules  and  regulations  promulgated  in  connection  therewith. 
"Non-participating  manufacturer"  shall  be  as  defined  by  law  on  the  effective  date  of  this  amendment. 
The  equity  assessment  fee  in  this  subsection  shall  be  indexed  to  the  general  price  level  as  defined  in 
Section  17  of  this  article. 

(i)  No  person,  except  a  wholesaler,  may  possess  more  than  1000  cigarettes  unless  such  person  has  a 
retail  sales  tax  license  and  no  person  required  to  have  a  license  may  buy  or  sell  tobacco  products  fi'om 
an  unlicensed  person,  except  that  a  licensed  retailer  may  sell  1000  or  fewer  cigarettes  to  an  unlicensed 
consumer  in  a  single  transaction. 

(j)  To  the  extent  necessary  to  protect  revenue,  the  Department  of  Revenue  may  require  manufacturers, 
wholesalers  and  retailers  of  tobacco  products  to  report  annually  the  quantity  of  cigarettes  sold  in  the 
preceding  year,  by  brand  and  brand  family. 

Section  27.  (a)  "Reduction  factor"  means  the  percentage,  rounded  to  the  nearest  tenth  of  one  percent 
but  not  less  than  one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  collected 
by  the  state  from  the  fees  or  assessments  imposed  or  increased  in  Section  26  of  this  Article  in  any  state 
fiscal  year. 


(b)  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

(c)  If  the  existing  rate  of  the  individual  income  tax  is  one  tenth  of  one  percent  or  less,  then  the 
individual  income  tax  shall  be  permanently  eliminated  and  the  general  assembly  shall  not  have  the 
authority  to  impo.se  a  tax  on  or  measured  by  income  or  earnings  of  an  individual. 


James  C.  KiRKPAiRirK 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


a 


Elections  Division 
(573)751-2301 


December  23,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

DEC  2  3  2013 

STATE  AUDITORS  OFFICE 


RE:     Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional 
amendment  to  Article  X  (2014-098) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Marc  Ellinger  on  December  20,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332.  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely. 


Jason  Kander 


cc:      Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  1 767  •  Jefferson  City,  Missouri  •  65  i  02 
www.sos.mo.gov 


'       I  County 


County 
Page^_  

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 ,  RSMo,  to^the  contraryr-fbK^i^  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  Dotf^ffor^iwone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  orfcMbi/^  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registere^-vofer.  ^*  3^ 

INITIATIVE  PETITION  ^''Sr^^^ 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed 

this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMB 
(Signature) 

DATE 
SIGNED 

REGIS  TERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant  Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  201 


Signature  of  Notary  Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  X  is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 

Section  26.  (a)  In  addition  to  all  other  taxes  imposed  on  tobacco  products,  an  additional  special 
assessment  of  seventeen  cents  ($0.17)  per  package  of  twenty  (20)  cigarettes,  acquired  after  the 
effective  date  of  this  amendment,  shall  be  paid  by  the  wholesaler,  and  collected  in  the  same  way  as 
other  cigarette  taxes  by  the  department  of  revenue  and  subject  to  the  rules  and  regulations  promulgated 
in  connection  therewith. 

(b)  A  new  special  assessment  in  the  amount  of  three  point  four  cents  ($0.034)  shall  be  imposed  on  the 
sale  of  every  vapor  product  unit.  "Vapor  product  unif  means  point  zero  five  (.05)  fluid  ounces  of 
material,  containing  nicotine,  which  is  intended  to  be  consumed  through  vaporization,  but  does  not 
include  any  product  regulated  by  the  United  States  Food  and  Drug  Administration  under  Chapter  V  of 
the  Food.  Drug  and  Cosmetics  Act. 

(c)  All  revenues  generated  under  this  Section  26  shall  be  used  to  reduce  the  individual  income  tax  as 
further  provided  Section  27  of  this  article. 

(d)  The  general  assembly,  counties  and  political  subdivisions  shall  not  impose  any  new  or  increased 
tax,  license,  fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling, 
distribution  or  wholesale  sale  of  vapor  product  units,  except  as  imposed  on  all  other  taxable  tangible 
property  and  no  existing  tax  on  cigarettes  or  new  tax,  license,  fee  or  special  assessment  shall  apply  to 
vapor  product  units  except  as  provided  in  Section  26(b)  of  this  Article. 

(e)  No  new  or  additional  tax,  license,  fee  or  special  assessment  upon  cigarettes  or  tobacco  products 
shall  be  imposed  by  law,  except  as  provided  in  this  amendment. 

(f)  The  purchase  or  possession  of  vapor  product  units  shall  be  prohibited  for  any  person  under  the  age 
of  eighteen  (18). 

(g)  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette 
manufacturing  equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed 
to  be  a  manufacturer  of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless 
the  consumer  acquires  complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette 
manufacturing  equipment  prior  to  its  use  at  a  place  the  provider  does  not  control. 

(h)  In  addition  to  all  other  taxes  imposed  on  tobacco  products,  including  the  special  assessment  in 
section  26(a)  of  this  article,  an  equity  assessment  fee  is  imposed  upon  the  purchase,  storage,  use, 
consumption,  handling,  distribution  or  wholesale  sale  of  non-participating  manufacturer  cigarettes  at 
the  rate  of  tlfty-five  cents  ($0.55)  per  package  of  twenty  (20)  cigarettes,  which  equity  assessment  fee 
shall  be  paid  by  the  wholesaler,  and  collected  in  the  same  wav  as  other  cigarette  taxes  by  the 
department  of  revenue  and  subject  to  the  rules  and  regulations  promulgated  in  connection  therewith. 
''Non-participating  manufacturer"  shall  be  as  defined  by  law  on  the  effective  date  of  this  amendment. 
The  equity  assessment  fee  in  this  subsection  shall  be  indexed  to  the  general  price  level  as  defined  in 
Section  17  of  this  article. 

Section  27.  (a)  "Reduction  factor"  means  the  percentage,  rounded  to  the  nearest  tenth  of  one  percent 
but  not  less  than  one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  collected 
by  the  state  from  the  fees  or  assessments  imposed  or  increased  in  Section  26  of  this  Article  in  any  state 
fiscal  year. 

(b)  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

(c)  If  the  existing  rate  of  the  individual  income  tax  is  one  tenth  of  one  percent  or  less,  then  the 
individual  income  tax  shall  be  permanently  eliminated  and  the  general  assembly  shall  not  have  the 
authority  to  impose  a  tax  on  or  measured  by  income  or  earnings  of  an  individual. 


Jason  Kander 


Jamrs  C.  Kirkpa trick 
State  Information  Center 
(573)751-4936 


Secretary  of  State 
Staii;  oi  Missouri 


Elections  Division 
(573)751-2301 


December  23,2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

2  3  2013 

STATE  AUDITORS  OFF/CE 


RE:     Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional 
amendment  to  Article  X  (2014-099) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution 
of  Missouri  filed  by  Marc  Ellinger  on  December  20,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal 
note  and  fiscal  note  summary  as  required  by  §  116.332.  RSMo.  Section  116.175.2.  RSMo 
requires  the  state  auditor  to  forward  the  fiscal  note  and  fiscal  note  summar>  to  the  attorney 
general  within  twenty  days  of  receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PO  Box  I  767  •  jKt  PERSON  Cl  l  Y,  MISSOURI  •  65  102 
www.sos.mo.gov 


County 
Pa 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560^»L  RSMo.  to  the  conttary.  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousann  (/(SiCii^gr  ba\h.  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  uian^ncj for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  ^et^Tegistered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  


County  (or  city  of  St.  Louis),  respectfully 


order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at 
the  general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed 

this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  1  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 

CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Primed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

IS. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 


Address  of  Affiant 


day  of 


A.D.  201. 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  he  amended: 

Article  X  is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 

Section  26.  (a)  In  addition  to  all  other  taxes  imposed  on  tobacco  products,  an  additional  special 
assessment  of  seventeen  cents  ($0.17)  per  package  of  twenty  (20)  cigarettes,  acquired  after  the 
effective  date  of  this  amendment,  shall  be  paid  by  the  wholesaler,  and  collected  in  the  same  way  as 
other  cigarette  taxes  by  the  department  of  revenue  and  subject  to  the  rules  and  regulations  promulgated 
in  connection  therewith. 

(h)  A  new  special  assessment  in  the  amount  of  three  point  four  cents  ($0.034)  shall  be  imposed  on  the 
sale  of  every  vapor  product  unit.  "Vapor  product  unit"  means  point  zero  five  (.05)  fluid  ounces  of 
material,  containing  nicotine,  which  is  intended  to  be  consumed  through  vaporization,  but  does  not 
include  any  product  regulated  by  the  United  States  Food  and  Dmg  Administration  under  Chapter  V  of 
the  Food,  Drug  and  Cosmetics  Act. 

(c)  All  revenues  generated  under  this  Section  26  shall  be  used  to  reduce  the  individual  income  tax  as 
further  provided  Section  27  of  this  article. 

(d)  The  general  assembly,  counties  and  political  subdivisions  shall  not  impose  any  new  or  increased 
tax,  license,  fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling, 
distribution  or  wholesale  sale  of  vapor  product  units,  except  as  imposed  on  all  other  taxable  tangible 
property  and  no  existing  tax  on  cigarettes  or  new  tax,  license,  fee  or  special  assessment  shall  apply  to 
vapor  product  units  except  as  provided  in  Section  26(b)  of  this  Article. 

(e)  No  new  or  additional  tax,  license,  fee  or  special  assessment  upon  cigarettes  or  tobacco  products 
shall  be  imposed  by  law,  except  as  provided  in  this  amendment. 

(f)  The  purchase  or  possession  of  vapor  product  units  shall  be  prohibited  for  any  person  under  the  age 
of  eighteen  (18). 

(g)  Any  person  that,  for  commercial  purposes,  operates  or  maintains  a  machine  that  enables  any 
person  to  process  a  substance  that  is  made  or  derived  from  tobacco  into  a  roll  or  tube  shall  be  deemed 
to  be  a  manufacturer  of  cigarettes  and  the  resulting  product  shall  be  deemed  to  be  a  cigarette. 

(h)  In  addition  to  all  other  taxes  imposed  on  tobacco  products,  including  the  special  assessment  in 
section  26(a)  of  this  article,  an  equity  assessment  fee  is  imposed  upon  the  purchase,  storage,  use, 
consumption,  handling,  distribution  or  wholesale  sale  of  non-participating  manufacturer  cigarettes  at 
the  rate  of  fifty-five  cents  ($0.55)  per  package  of  twenty  (20)  cigarettes,  which  equity  assessment  fee 
shall  be  paid  bv  the  wholesaler,  and  collected  in  the  same  way  as  other  cigarette  taxes  by  the 
department  of  revenue  and  subject  to  the  rules  and  regulations  promulgated  in  connection  therewith. 
"Non-participating  manufacturer"  shall  be  as  defined  bv  law  on  the  effective  date  of  this  amendment. 
The  equity  assessment  fee  in  this  subsection  shall  be  indexed  to  the  general  price  level  as  defined  in 
Section  1 7  of  this  article. 

Section  27.  (a)  "Reduction  factor"  means  the  percentage,  rounded  to  the  nearest  tenth  of  one  percent 
but  not  less  than  one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  bv  the  amount  collected 
bv  the  state  from  the  fees  or  assessments  imposed  or  increased  in  Section  26  of  this  Article  in  any  state 
fiscal  year. 

(b)  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

(c)  If  the  existing  rate  of  the  individual  income  tax  is  one  tenth  of  one  percent  or  less,  then  the 
individual  income  tax  shall  be  permanently  eliminated  and  the  general  assembly  shall  not  have  the 
authority  to  impose  a  tax  on  or  measured  by  income  or  earnings  of  an  individual. 


JAMKSC.  KiRKPATRICK 
STATK  iNKJRiVIAI  ION  CKNTKR 
(573)751  4936 


December  23,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


Jason  Kander 

Secretary  of  S  tate 
State  of  Missouri 


Elections  Division 
(573)751-2301 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  1,  version  24  (2014-100) 

Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  December  23,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet.  , 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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It  is  a  class  A  misdemeanor  punisiiable,  notwithstanding  the  provls1(!jns^Wedti6n  560.02 1 ,  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  %}jPf  flgJ^O/jC^ceedJejjjtl^usand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  ovZU.wfilftAiv^fl^ly  tw1iglrt*hli^r  her  name  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or;>he  is  not  a  registered  voter. 

IN1T!AT[Ve4ic^<!W  '  y*"'' 

Ji,p^r.C.  Or  STATE 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  statwJf  Missouri: 


County  (or  city  of  St.  Louis), 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November,  20 14,  and  each  for  himself 
or  herself  says:  1  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  1  live  are  correctly  written  after  my  name. 

(SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF 


,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

Date 
Signed 

reciIsteri:d  voting  address 

(Street,  No  K)  Bo,\es)        (City.  Town  or  Village) 

Zip 
Code 

Cong. 
Disl 

NAM1-: 
(Printed  or  Typed) 

/  / 

/  / 

/  / 

/  / 

/  / 

/  / 

/  / 

S. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 
 ,  A.D.  


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary: 


NOTICE:  You  are  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri—  Sections  9,  10.  14,  1.5,  31  &  32  of  Article  I;  Sections  36,  39  &  39(a)  of  Article  III;  Sections  7,  12,  15,  22,  23,  27(a) 
&48  of  Article  IV;  Sections  14,  18  &  24  of  Article  V;  Section  18(d)  of  Article  VI;  Section  1  and  4  of  Article  VII;  Sections  2  of 
Article  VllI;  Sections  3(a),  7.  and  9(b)  of  Article  IX;  Sections  1,  2,  3, 4(a),  6,  10(b),  17.  18,  18(e),  19,  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  il  resolved  by  the  people  of  the  stale  of  Missouri  that  the  Constitution  be  amended: 
One  new  section  is  adopted  to  be  known  as  Article  I,  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twentv-one  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state 
government  pursuant  to  this  section. 
2-         The  purposes  of  this  section  are: 

(1 )  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  important  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  mari  juana  producers,  distributors,  and  retailers; 

(2)  To  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  of  marijuana  within  this  state; 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  by  those  under 
twentv-one  years  of  age,  as  the  consumption  of  marijuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of 
development; 

(4)  To  legalize  under  state  law  the  use  of  marijuana  by  individuals  who  are  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  may  provide  a  medical  benefit  to  them; 

(5)  To  raise  tax  revenue  from  the  production  and  sale  of  marijuana,  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  firefighter  pensions  and  retirement  plans,  for  elementary,  secondary,  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  marijuana  authorized  by  this  section; 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  reiiulation  of  marijuana; 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  marijuana  by  persons  twentv- 
one  years  of  age  and  older;  and 

(8)  To  legalize  under  state  law  the  delivery  of  marijuana  by  persons  twenty-one  years  of  age  and  older  to  persons 
twentv-one  years  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

(I)        Prevent  the  distribution  of  marijuana  to  persons  under  twenty-one  years  of  age; 

£21        Prevent  revenue  from  the  sale  of  marijuana  from  going  to  criminal  enterprises,  gangs,  and  cartels; 

(?)        Prevent  the  diversion  of  marijuana  from  this  state  to  other  states; 

(4)  Prevent  marijuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
tratTicking  of  other  illegal  drugs  or  other  illegal  activity; 

(5)  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  marijuana; 

(&i        Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 
the  use  of  marijuana; 

(7)        Prevent  the  growing  of  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  by  marijuana  production  on  public  lands; 

(■8)        Prevent  the  possession  and  use  of  marijuana  on  federal  property;  and 

(9)  Prevent  the  marketing  and  advertisement  of  marijuana,  marijuana  products,  marijuana  extracts,  marijuana 
paraphernalia,  or  marijuana  usage  to  those  under  twenty -one  years  of  age. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1 )  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  marijuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  to  another  of  marijuana,  marijuana  products, 
marijuana  extracts,  or  marijuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

(6)  "Expungeable  marijuana  offense"  means: 

(a)  The  manufacture,  production,  possession,  or  use  of  mariiuana.  marijuana  products,  marijuana 
extracts,  or  marijuana  paraphernalia;  or 

(b)  The  delivery,  possession  with  intent  to  deliver,  or  trafficking  of  mariiuana,  mariiuana  products, 
marijuana  exfracts.  or  mariiuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twentv-one  years  of 
age  or  older  at  the  time  of  the  offense. 

(7)  "Fair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  any  given  time: 

(a)        Four  marijuana  plants  and  eight  ounces  of  usable  mariiuana; 
Sixteen  ounces  of  marijuana  products  in  solid  form;  and 

(c)  Seventy-two  ounces  of  marijuana  products  in  liquid  fonn. 

£?)        "Industrial  hemp"  means  Cannabis  Sativa  L.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 

(10)  "License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  by  or  under  the  authority  of  any  state  or  local  governmental  body,  agency,  or  official. 

(11)  "Licensee"  means  any  person  who  holds: 

(a)  A  marijuana  license;  or 

(b)  A  license  issued  by  any  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


( 12)  "Manufacture"  means  the  production,  preparation,  propaaation.  compounding  or  processina  ot  mariiuana 
paraphernalia  or  of  marijuana,  marijuana  products,  or  marijuana  extracts,  either  directly  or  by  extraction  from  substances  of 
natural  origin,  or  independently  by  means  of  chemical  synthesis,  or  bv  a  combination  of  extraction  and  chemical  synthesis,  and 
includes  any  packauinu  or  repackaging  of  the  substance  or  labeling  or  relabelint:  of  its  container. 

(13)  "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  growing  or 
not,  other  than  mariiuana  extracts. 

(14)  "Mariiuana  extract"  means  a  product  obtained  bv  separating  resins  from  mariiuana  bv  solvent  extraction, 
using  solvents  other  than  water,  vegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropyl  alcohol, 
ethanol.  and  carbon  dioxide. 

(15)  "Mariiuana  license"  means  a  license  issued  bv  the  division  for  the  purchase,  sale,  manufacturing,  production, 
processing,  transportation,  or  delivery  of  marijuana,  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

( 16)  "Mariiuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  arc 
used,  intended  for  use,  or  designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing, 
compounding,  converting,  producing,  processing,  preparing,  storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise 
introducing  into  the  human  body  marijuana,  mariiuana  products,  or  mariiuana  extracts. 

( 17)  "Marijuana  products"  means  products  that  contain  marijuana  or  marijuana  extracts  and  are  intended  for 
human  consumption.  Mariiuana  products  does  not  mean  marijuana  by  itself  or  a  mariiuana  extract  bv  itself 

(18)  "Marijuana  retailer"  means  a  person  who  sells  marijuana,  marijuana  products,  marijuana  extracts,  or 
mariiuana  paraphernalia  to  a  consumer  in  this  state. 

(19)  "Person"  includes  any  individual  or  entity. 

(20)  "Person  twenty-one  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty -one 
years  of  age  holds  a  direct  or  indirect  interest. 

(21)  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
mariiuana.  marijuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(23)  "State  law"  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  "Tax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  levy,  tariff  charge,  or  duty  of  any  kind 
whatsoever  imposed,  assessed,  or  collected  bv  or  under  the  authority  of  any  governmental  body. 

(25)  "Usable  marijuana"  means  dried  marijuana  llowers  and  dried  mariiuana  leaves,  and  any  mixture  or 
preparation  thereof 

5.         Except  as  otherwise  provided  in  this  section,  no  state  law  shall: 

( 1)  Prohibit  the  possession  or  use  of  marijuana,  marijuana  products,  marijuana  extracts,  or  mariiuana 
paraphernalia  bv  persons  twenty-one  years  of  age  and  older; 

(2)  Prohibit  the  transportation  or  delivery  of  mariiuana.  marijuana  products,  marijuana  extracts,  or  mariiuana 
paraphernalia  bv  persons  twenty-one  years  of  age  and  older  to  persons  twenty-one  years  of  age  and  older; 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  mariiuana.  mariiuana  products, 
marijuana  extracts,  or  mariiuana  paraphernalia  by  persons  twenty-one  years  of  age  and  older; 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp;  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  any  purchase,  sale, 
manufacturing,  production,  processing,  transportation.  dclivep>',  possession,  or  use  of  marijuana,  marijuana  products,  mariiuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 

4,         Notwithstanding  subsection  5  of  this  section,  a  state  law  may: 

( 1 )  Prohibit  the  importation  and  exportation  of  marijuana,  mariiuana  products,  and  marijuana  extracts  into  and 
from  this  state; 

(2)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery  of  marijuana,  mariiuana 
products,  and  mariiuana  extracts  in  or  on.  or  within  one  thousand  feet  of  real  property  comprising  a  public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  by  individuals  under  twenty-one  years  of  age; 

(3)  Prohibit  the  operation  of  a  vehicle,  watercraft.  aircraft,  railroad  train,  or  any  similar  device  while  using  or 
under  the  influence  of  mariiuana; 

(4)  Prohibit  the  use  of  marijuana,  marijuana  products,  and  marijuana  extracts  in  a  public  place,  provided 
however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction; 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
mariiuana.  mariiuana  products,  and  marijuana  extracts  bv  any  person  that  docs  not  comply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section; 

(6)  Classify  the  penalties  for  violations  of  such  laws; 

(7)  Impose  an  excise  tax  on  the  first  fair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  not  less  than 
fifteen  percent  and  not  more  than  thirty  percent  of  the  purchase  price.  The  additional  excise  tax  revenue  authorized  by 

this  .section  shall  not  be  part  of  the  "total  state  revenue"  within  the  meaning  of  sections  17  and  18  of  article  X  of  this 
constitution,  nor  subiect  to  additional  voter  approval  under  section  18(e)  of  article  X  of  this  constitution.  In  addition,  the 
expenditure  of  this  additional  revenue  shall  not  be  an  "expense  of  state  government"  under  section  20  of  article  X  of  this 
constitution. 

7^         Subiect  to  the  provisions  of  subsection  8  of  this  section,  on  or  before  June  1.  2015.  the  division  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  and  use  of  mariiuana.  marijuana  products,  mariiuana  extracts,  and  mariiuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

(1)  Require  a  person  to  obtain  a  mariiuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  marijuana,  marijuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia; 

(2)  Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section; 

(3)  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  books,  records,  and 
premises  of  licensees; 

(4)  Regulate  the  advertising  of  marijuana,  marijuana  products,  marijuana  extracts,  and  marijuana  paraphernalia; 

(5)  Provide  for  the  receipt  and  transfer  of  all  funds  received  by  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)        First,  to  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  to  carry 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations; 


(b)  Next,  the  remainder  ot  such  funds,  to  such  specific  transferees  as  the  general  assembly  may 
determine,  for  the  following  purposes:  (i)  for  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement 
plans,  twenty-five  percent:  (W)  for  public  institutions  of  elementary  and  secondary  education,  twenty-five  percent:  (iii) 
for  mental  health  and  substance  abuse  programs,  twenty  percent:  (iv)  for  cities  and  counties,  fifteen  percent:  and  (v) 
for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions,  fifteen  percent;  and 

(c)  All  moneys  appropriated  by  the  general  assembly  from  the  excise  taxes  authorized  in  paragraph  7  of 
subsection  6  of  this  section  shall  provide  additional  funds  for  the  purposes  enumerated  above  and  not  replace  existing 
funding. 

(6)        Limit  the  amount  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time,  provided  however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an 
intraction  for  the  first  violation  and  a  misdemeanor  for  any  second  or  subsequent  violation. 
8.         No  state  law  or  combination  of  state  laws  shall: 

(1)  Except  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  tax  on  marijuana, 
marijuana  products,  marijuana  extracts,  or  transactions  involving  marijuana,  marijuana  products,  or  marijuana  extracts  that  is 
not  imposed  on  other  products  generally; 

(2)  Limit  the  amounts  of  marijuana,  marijuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee 
may  possess  at  any  given  time  to  amounts  less  than: 

(a)  Four  marijuana  plants  and  eight  ounces  of  usable  marijuana: 

(b)  Sixteen  ounces  of  marijuana  products  in  solid  form; 

(c)  Seventy-two  ounces  of  marijuana  products  in  liquid  form;  and 

(d)  One  ounce  of  marijuana  extracts. 

(3)  Limit  the  aggregate  number  of  licensees  that  may  hold  marijuana  licenses  or  the  aggregate  number  of 
marijuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  marijuana  retailers  in  a  county  may  be 
limited  to  no  fewer  than  one  marijuana  retailer  per  2,500  inhabitants  in  such  county,  according  to  the  most  recent  census  of  the 
United  States; 

(4)  Limit  the  number  of  mariiuana  licenses  that  may  be  granted  to  or  held  by  the  same  person; 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  types  of  mariiuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state; 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  mariiuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating:  (i)  anv  non -discretionary  expungeable 
mariiuana  offense  in  paragraph  ( 1)  or  (2)  of  subsection  ( 14)  of  this  section;  or  (ii)  any  marijuana-related  offense  that  has  been 
expunged; 

(8)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  mariiuana. 
mariiuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia; 

(9)  Require  a  consumer  twenty-one  years  of  age  or  older  to  obtain  any  license  to  purchase  mariiuana,  marijuana 
products,  mariiuana  extracts,  or  mariiuana  paraphernalia  from  a  licensed  marijuana  retailer; 

( 10)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  deliver  mariiuana,  marijuana 
products,  marijuana  extracts,  or  mariiuana  paraphernalia  for  no  consideration  to  an  individual  twenty -one  years  of  age  or  older 

it 

(a)  The  mariiuana,  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia  were  purchased 
from  a  licensed  mariiuana  retailer;  or 

(b)  The  mariiuana  or  mariiuana  products  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  with  paragraph  (12)  of  this  subsection; 

(11)  Require  any  marijuana  retailer  to  record  the  name  or  anv  other  personally  identifiable  information  of  any 
consumer  twenty-one  years  of  age  or  older; 

(12)  Require  a  person  twenty-one  years  of  age  or  older  to  obtain  any  license  or  pay  any  tax  to  manufacture  or 
process  mariiuana  or  mariiuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
mariiuana  and  mariiuana  products  at  the  household  do  not  exceed  the  household  exemption  limits;  or 

( 13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  mariiuana  plants  that  may  be 
manufactured  without  a  license  under  paragraph  (12)  of  this  subsection  may  not  exceed  that  for: 

(a)  An  infraction,  if  the  violation  is  a  first  violation  and  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license; 

(b)  A  misdemeanor,  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license;  or 

(c)  A  misdemeanor,  if  (i)  the  violation  is  a  second  violation;  (ii)  with  respect  to  the  first  violation,  the 
number  of  mariiuana  plants  was  not  more  than  double  the  number  of  mariiuana  plants  that  may  be  manufactured 
without  a  license;  and  (iii)  with  respect  to  the  second  violation,  the  number  of  marijuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license;  or 

(14)  Make  the  ownership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  marijuana, 
mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

9^  On  or  before  June  1.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  may  enact 
laws,  that: 

(1)  Permit  individuals  with  a  medical  condition  who  may  benefit  from  the  medical  use  of  mariiuana.  mariiuana 
products,  and  marijuana  extracts  to  be  able  to  discuss  freely  with  their  doctors  the  possible  risks  and  benefits  of  medical 
mariiuana  use  and  to  have  the  benefit  of  their  doctor's  professional  advice; 

(2)  Permit  individuals  suf  fering  from  a  medical  condition  to  be  allowed  to  use  marijuana,  marijuana  products, 
and  marijuana  extracts  without  being  subiect  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use:  and 

(3)  Provide  that  no  individual  under  eighteen  years  of  age  shall  be  allowed  to  use  marijuana,  marijuana  products, 
or  marijuana  extracts  for  medical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  for  the 
individual's  health  care  decisions  consents  to  such  use. 

10.        No  licensed  doctor  may  be  subjected  to  any  criminal  or  civil  penalty,  or  to  any  discipline  by  any  state  licensing 
division,  board,  or  commission,  for: 

( 1 )  Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagnosed  by  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  of  mariiuana  or  that  the 
medical  use  of  mariiuana  may  mitigate  the  symptoms  or  effects  of  the  person's  medical  condition,  provided  the  advice  is  based 
on  the  doctor's  personal  assessment  of  the  person's  medical  history  and  current  medical  condition;  or 

(2)  Providing  any  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 

JLL  The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  section. 


i-loo 

ions  that  are  not 


12.  The  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  retiulations  I 
inconsistent  with  this  section. 

13.  The  general  assembly  mav  enact  laws  that  control,  regulate,  and  tax  the  manufacture,  production,  and  delivery  of 
industrial  hemp.  Any  additional  tax  revenue  authorized  by  this  section  on  the  manufacture,  production  and  delivery  of 
industrial  hemp  shall  not  be  part  of  the  "total  state  revenue"  within  the  meanina  of  sections  17  and  18  of  article  X  of  this 
constitution,  nor  subject  to  additional  voter  approval  under  section  1 8(e)  of  article  X  of  this  constitution.  In  addition,  the 
expenditure  of  any  additional  revenue  shall  not  be  an  "expense  of  state  tiovcmment"  under  section  20  of  article  X  of  this 
constitution. 

14.  Convictions  of  marijuana  offenses  shall  be  expunueable  as  follows: 

( n        An  individual  who  has  plead  uuiltv  to  or  has  been  convicted  of  violating  any  expunaeable  marijuana  offense, 
and  who  was  twenry-onc  years  of  age  or  older  at  the  time  of  the  offense,  may  apply  to  the  court  in  which  he  or  she  was 
sentenced  for  an  order  to  expunge  all  ofUcial  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines, 
upon  review,  that  such  individual  has  plead  guilty  to  or  has  been  convicted  of  an  expungeable  marijuana  offense,  the  court  shall 
enter  an  order  of  expungement.  An  individual  shall  be  entitled  to  one  or  more  expungements  pursuant  to  this  paragraph  ( I ). 

(2)  After  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  guilty  to  or  has  been  convicted  of 
violating  any  expungeable  marijuana  olTense  for  the  first  time,  and  who  was  under  twenty-one  years  of  age  at  the  time  of  the 
offense,  and  who  since  such  conviction  has  not  been  convicted  of  any  other  marijuana-related  offense,  mav  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  otTicial  records  of  his  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upon  review,  that  such  individual  has  not  been  convicted  of  any  other  marijuana-related  offense  at  the 
time  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 

(3)  An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  expungeable  marijuana  otTense 
that  is  not  expungeable  under  paragraphs  ( I)  or  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced 
for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
that  an  expungement  is  in  the  interests  of  justice,  the  court  may  enter  an  order  of  expungement.  An  individual  mav  be  entitled 
to  one  or  more  expungements  pursuant  to  this  paragraph  (3). 

(4)  The  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  individual  to  the  status  he  or  she 
occupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  event  had  never  happened.  No  individual  as  to  whom  such  order  has 
been  entered  shall  be  held  thereafter  under  any  provision  of  any  law  to  be  guilty  of  perjury  or  otherwise  giving  a  false 
statement  by  reason  of  his  or  her  failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expungement  in  response 
to  any  inquiry  made  of  him  or  her  for  any  purpose  whatsoever. 

1 5.  No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using 
marijuana,  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 

16.  Nothing  in  this  section  shall  be  construed: 

(1)  To  amend  or  affect  in  any  way  any  state  or  federal  law  pertaining  to  employment  matters; 

(2)  To  amend  or  affect  in  any  wav  any  state  or  federal  law  pertaining  to  landlord-tenant  matters: 

(3)  To  amend  or  affect  in  any  way  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery. 
possession,  or  use  of  marijuana  on  such  real  property; 

(4)  To  amend  or  affect  in  any  way  any  state  law  pertaining  to  the  operation  of  a  vehicle,  watercraft.  aircraft, 
railroad  train,  or  any  similar  device  while  using  or  under  the  influence  of  marijuana; 

(5)  To  require  a  person  to  violate  a  federal  law;  or 

(6)  To  exempt  a  person  fi"om  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

17.  If  any  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases, 
and  words  of  this  section  shall  not  be  affected.  To  that  end,  the  subsections,  paragraphs,  phrases,  and  words  of  this  section  are 
intended  to  be  severable.  It  is  hereby  declared  to  be  the  intent  of  this  section  that  each  and  every  subsection,  paragraph,  phrase, 
and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

18.  The  provisions  of  subsections  2.  3.  4.  6.  7.  9.  10.  1 1.  12.  13.  14.  15.  16.  17.  and  18  of  this  section  and  paragraphs  ( 1). 
{2).  and  (5)  of  subsection  5  of  this  section  shall  become  effective  on  January  I.  2015.  The  provisions  of  subsections  I  and  8  of 
this  section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this  section  shall  become  effective  on  June  I.  2015.  All  state  laws 
that  are  inconsistent  with  any  provision  of  paragraph  ( I ).  (2).  or  (5)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full 
force  and  effect  on  and  after  January  1 .  20 1 5.  All  state  laws  that  are  inconsistent  with  any  provision  of  subsections  I  or  8  of 
this  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after 
June  1.  2015.  All  of  the  provisions  of  this  section  shall  be  self-enforcing. 


Jason  Kander 
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(573)751-4936 


Secre  tary  of  State 
Sta  I  E  OF  Missouri 


ELKcnoNS  Division 
(573)751  2301 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


December  23,2013 


RECEIVED 

DEC  2  3  2013 

STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I,  version  25  (2014-101) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  December  23,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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Sincerely, 


County  

Page  No.  

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  sect  iS  y».fc!lV lEQo.  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  tine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowing  [(Jg^g  1^3""  IfryiniS^'^STe  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INITIATIVE  PETITION  A^U«J  ,-<^i;r;i 

i.'t&SEC.  OF  STATE 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri:  (y 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November.  2014,  and  each  for  himself 
or  herself  says:  1  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAMI- 
(Signature) 

Date 
Signed 

REGISTERED  VOTING  ADDRESS 
(Sircet.  No  P()  Boxes)        (City.  Town  or  Village) 

Zip 
Code 

Cong. 
Dist 

NAME 
(Printed  or  Typed) 

1. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 
,  A.D.  ' 


Notary  Public  (Seal) 
My  commission  expires 


Signature  of  Notary 
Address  of  Notary:  _ 


.  •  \4-loi 

NOTICE:  You  are  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri— Sections  9,  10.  14,  15.  31  &  32  of  Article  I;  Sections  36.  39  &  39(a)  of  Article  III;  Sections  7.  12.  15.  22,  23.  27(a) 
&48of  Article  IV;  Sections  14,  18  &  24  of  Article  V;  Section  18(d)  of  Article  VI;  Section  1  and  4  of  Article  VII;  Sections  2  of 
Article  VIII;  Sections  3(a).  7.  and  9(b)  of  Article  IX;  Sections  1,  2,  3,  4(a),  6,  10(b),  17,  18,  18(e).  19,  20  &  24  of  Artie  IcX; 
and  Section  2(b)  of  Article  Xll. 

Be  il  resolved  by  the  people  of  the  state  of  Missouri  that  the  Constitution  he  amended: 
One  new  section  is  adopted  to  be  known  as  Article  I.  Section  35(a)  and  to  read  as  follows: 

35(a)  1.  Citizens  over  the  age  of  twenty-one  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state 
government  pursuant  to  this  section. 

2.  The  purposes  of  this  section  are: 

( 1 )  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  important  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  marijuana  producers,  distributors,  and  retailers; 

(2)  To  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  of  marijuana  within  this  state; 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  by  those  under 
twenty-one  years  of  age,  as  the  consumption  of  marijuana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  .state  of 
development; 

(4)  To  legalize  under  state  law  the  use  of  marijuana  bv  individuals  who  are  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  may  provide  a  medical  benefit  to  them; 

(5)  To  raise  tax  revenue  from  the  production  and  sale  of  marijuana,  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  firefighter  pensions  and  retirement  plans,  for  elementary  ,  secondary,  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  mental  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  marijuana  authorized  by  this  section; 

(6)  To  legalize  under  state  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  marijuana; 

(7)  To  legalize  under  state  law  the  manufacture,  production,  possession,  and  use  of  marijuana  by  persons  twenty- 
one  years  of  age  and  older;  and 

(8)  To  legalize  under  state  law  the  delivery  of  marijuana  by  persons  twenty-one  years  of  age  and  older  to  persons 
twenty-one  years  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

(1)  Prevent  the  distribution  of  marijuana  to  persons  under  twenty -one  years  of  age; 

(2)  Prevent  revenue  from  the  sale  of  marijuana  from  going  to  criminal  enterprises,  gangs,  and  cartels: 

(3)  Prevent  the  diversion  of  marijuana  from  this  state  to  other  states; 

(4)  Prevent  marijuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
trafficking  of  other  illegal  drugs  or  other  illegal  activity; 

(5)  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  marijuana; 

(6)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 
the  use  of  marijuana; 

(7)  Prevent  the  growing  of  mari  juana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  by  marijuana  production  on  public  lands; 

(8)  Prevent  the  possession  and  use  of  marijuana  on  federal  property;  and 

(9)  Prevent  the  marketing  and  advertisement  of  mari  juana,  mari  juana  products,  marijuana  extracts,  marijuana 
paraphernalia,  or  marijuana  usage  to  those  under  twenty-one  years  of  age. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

( 1)  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  marijuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  to  another  of  marijuana,  marijuana  products, 
mariiuana  extracts,  or  marijuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

(3)  "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4}        "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

(6)  "Fair  market  sale"  means,  with  respect  to  the  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buver  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(7)  "Household  exemption  limits"  means,  at  any  given  time: 
(a)        Eight  ounces  of  usable  marijuana; 

. (b)        Sixteen  ounces  of  marijuana  products  in  solid  form;  and 
(c)        Seventy-two  ounces  of  marijuana  products  in  liquid  form. 

"Industrial  hemp"  means  Cannabis  Sativa  L.  containing  no  greater  than  one  percent  tetrahydrocannabinol. 
"License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
otherwise  made  available  by  or  under  the  authority  of  any  state  or  local  governmental  body,  agency,  or  official. 

(10)  "Licensee"  means  any  person  who  holds: 

(a)  A  marijuana  license;  or 

(b)  A  license  issued  by  any  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 

(11)  "Manufacture"  means  the  production,  preparation,  propagation,  compounding  or  processing  of  mariiuana 
paraphernalia  or  of  marijuana,  marijuana  products,  or  marijuana  extracts,  either  directly  or  by  extraction  from  substances  of 
natural  origin,  or  independently  by  means  of  chemical  synthesis,  or  by  a  combination  of  e.xtraction  and  chemical  synthesis,  and 
includes  any  packaging  or  repackaging  of  the  substance  or  labeling  or  relabeling  of  its  container. 

(12)  "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  growing  or 
not,  other  than  mariiuana  extracts. 
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(H)      "Mariiuana  extract"  means  a  product  obtained  by  separating  resins  from  mariiuana  by  solvent  extraction, 
using  solvents  other  than  water,  vegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropvl  alcohol, 
ethanol.  and  carbon  dioxide. 

( 14)  "Mariiuana  license"  means  a  license  issued  by  the  division  for  the  purchase,  sale,  manufacturing,  production, 
processing,  transportation,  or  delivery  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

(15)  "Mariiuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  anv  kind  which  are 
used,  intended  for  use,  or  designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing, 
compounding,  converting,  producing,  processing,  preparing,  storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise 
introducing  into  the  human  body  mariiuana.  mariiuana  products,  or  mariiuana  extracts. 

( 16)  "Mariiuana  products"  means  products  that  contain  mariiuana  or  mariiuana  extracts  and  are  intended  for 
human  consumption.  Mariiuana  products  does  not  mean  mariiuana  by  itself,  or  a  mariiuana  extract  by  itself.  ' 

(17)  "Mariiuana  retailer"  means  a  person  who  sells  mariiuana.  mariiuana  products,  mariiuana  extracts,  or 
mariiuana  paraphernalia  to  a  consumer  in  this  state. 

( 1 8)  "Person"  includes  any  individual  or  entity. 

(19)  "Person  twenty -one  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty -one 
years  of  age  holds  a  direct  or  indirect  interest. 

(20)  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia. 

(21)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(22)  "State  law"  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(23)  "Tax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  levy,  tariff  charge,  or  duty  of  any  kind 
whatsoever  imposed,  assessed,  or  collected  by  or  under  the  authority  of  any  governmental  body. 

(24)  "Usable  mariiuana"  means  dried  mariiuana  flowers  and  dried  mariiuana  leaves,  and  anv  mixture  or 
preparation  thereof 

5.  Except  as  otherwise  provided  in  this  section,  no  state  law  shall: 

( 1 )  Prohibit  the  possession  or  use  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twenty -one  years  of  age  and  older: 

(2)  Prohibit  the  transportation  or  delivery  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twenty-one  years  of  age  and  older  to  persons  twenty-one  years  of  age  and  older; 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  mariiuana.  mariiuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia  by  persons  twenty -one  years  of  age  and  older; 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp;  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  any  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  or  use  of  mariiuana.  mariiuana  products,  mariiuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 

6.  Notwithstanding  subsection  5  of  this  section,  a  state  law  mav: 

(1)  Prohibit  the  importation  and  exportation  of  mariiuana.  mariiuana  products,  and  mariiuana  extracts  into  and 
from  this  state; 

(2)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery  of  mariiuana.  mariiuana 
products,  and  mariiuana  extracts  in  or  on.  or  within  one  thousand  feet  of  real  property  comprising  a  public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  by  individuals  under  twenty-one  years  of  age; 

(3)  Prohibit  the  operation  of  a  vehicle,  watercrafl.  aircraft,  railroad  train,  or  any  similar  device  while  using  or 
under  the  influence  of  marijuana; 

(4)  Prohibit  the  use  of  marijuana,  marijuana  products,  and  mariiuana  extracts  in  a  public  place,  provided 
however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction: 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
marijuana,  mariiuana  products,  and  marijuana  extracts  by  any  person  that  does  not  comply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section; 

(6)  Classify  the  penalties  for  violations  of  such  laws; 

(7)  Impose  an  excise  tax  on  the  first  fair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  not  less  than 
fifteen  percent  and  not  more  than  thirty  percent  of  the  purchase  price.  The  additional  excise  tax  revenue  authorized  by 

this  section  shall  not  be  part  of  the  "total  state  revenue"  within  the  meaning  of  sections  17  and  18  of  article  X  of  this 
constitution,  nor  subject  to  additional  voter  approval  under  section  1 8(e)  of  article  X  of  this  constitution.  In  addition,  the 
expenditure  of  this  additional  revenue  shall  not  be  an  "expense  of  state  government"  under  section  20  of  article  X  of  this 
constitution. 

7.  Subject  to  the  provisions  of  subsection  8  of  this  section,  on  or  before  June  I.  2015.  the  division  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  and  use  of  mariiuana.  marijuana  products,  marijuana  extracts,  and  marijuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to  obtain  a  mariiuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  mariiuana.  mariiuana  products,  marijuana  extracts,  or  mariiuana  paraphernalia; 

(2)  Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section: 

(3)  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  books,  records,  and 
premises  of  licensees; 

(4)  Regulate  the  advertising  of  marijuana,  marijuana  products,  marijuana  extracts,  and  mariiuana  paraphernalia: 

(5)  Provide  for  the  receipt  and  transfer  of  all  fiinds  received  by  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)  First,  to  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  to  carry 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations: 

(b)  Next,  the  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  assembly  may 
determine,  for  the  following  purposes:  (i)  for  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement 
plans,  twenty-five  percent;  (ii)  for  public  institutions  of  elementary  and  secondary  education,  twenty-five  percent;  (iii) 
for  mental  health  and  substance  abuse  programs,  twenty  percent;  (iv)  for  cities  and  counties,  fifteen  percent;  and  (v) 
for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions,  fifteen  percent:  and 


expenditure  of  any  additional  revenue  shall  not  be  an  "expense  of  state  government"  under  section  20  of  article'X  of  this 
constitution. 

14.  No  contract  shall  be  unenforceable  on  the  basis  that  manufacturin';.  producing,  dclivcrinij.  posscssina.  or  usinu 
marijuana,  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  bv  federal  law. 

15.  Nothing  in  this  section  shall  be  construed: 

(1)  To  amend  or  affect  in  any  way  any  state  or  federal  law  pertaining  to  emplovment  matters; 

(2)  To  amend  or  aflect  in  anv  way  any  state  or  federal  law  pertaining  to  landlord-tenant  matters: 

(3)  To  amend  or  affect  in  anv  way  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 
possession,  or  use  of  marijuana  on  such  real  property: 

(4)  To  amend  or  affect  in  any  way  any  state  law  pertaining  to  the  operation  of  a  vehicle,  watercraft.  aircraft, 
railroad  train,  or  any  similar  device  while  using  or  under  the  influence  of  marijuana; 

(5)  To  require  a  person  to  violate  a  federal  law;  or 

(6)  To  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

16.  If  any  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases, 
and  words  of  this  section  shall  not  be  affected.  To  that  end,  the  subsections,  paragraphs,  phrases,  and  words  of  this  section  are 
intended  to  be  severable.  It  is  hereby  declared  to  be  the  intent  of  this  section  that  each  and  every  sub.section.  paragraph,  phrase, 
and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

17.  The  provisions  of  subsections  2.  3.  4.  6.  7.  9.  10.  11.  12.  13.  14.  15.  16.  and  17  of  this  section  and  paragraphs  (1).  (2). 
and  (5)  of  subsection  5  of  this  section  shall  become  effective  on  January  1.  2015.  The  provisions  of  subsections  1  and  8  of  this 
section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this  section  shall  become  effective  on  June  1.  2015.  All  state  laws  that  are 
inconsistent  with  anv  provision  of  paragraph  (1).  (2).  or  (5)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force 
and  effect  on  and  after  January  1 .  201 5.  All  state  laws  that  are  inconsistent  with  any  provision  of  subsections  1  or  8  of  this 
section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after  June  I. 
2015.  All  of  the  provisions  of  this  section  shall  be  self-enforcing. 
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JAMKS  C.  KlRKPATRICK 
STATK  INK)RMATK)N  Ckntkr 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


December  23,2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEiVED 

DEC  2  3  2013 

STATE  AUDITORS  OFFICE 


RE:  Petition  approval  request  from  Dan  Viets  regarding  a  proposed  constitutional  amendment  to 
Article  I,  version  26  (2014-102) 

Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Dan  Viets  on  December  23,  2013. 


We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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County  

Page  No.  

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  ofReElfofF5l5(5.b2fll  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign 
any  initiative  petition  with  any  name  other  than  his  or  her  own,  or  krg(J^iJH£p)|i|n  li^^  {jr^erl^i^ne  more  than  once  for  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

INITIATIVE  PETITI|0>t/,t£:l  ^  A%1'.  1 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Mis^pm: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis), 

respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of 
Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the  4"'  day  of  November,  20 14,  and  each  for  himself 
or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and 

 County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village 

in  which  I  live  are  correctly  written  after  my  name. 

[SPACE  RESERVED  FOR  OFFICIAL  BALLOT  TITLE] 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTV OF  I, 

 ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

Date 
Signed 

REGISTERED  VOTtNG  ADDRESS 
(Street,  No  PO  Boxes)        (City,  Town  or  Village) 

Zip 
Code 

Cong. 
Dist 

NAME 
(Printed  or  Typed) 

I. 

/  / 

2. 

/  / 

3. 

/  / 

4. 

/  / 

5. 

/  / 

6. 

/  / 

7. 

/  / 

8. 

/  / 

9. 

/  / 

10. 

/  / 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter 
of  the  slate  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  


Signature  of  Notary 
Address  of  Notary:  _ 
Notary  Public  (Seal)   


My  commission  expires 


NOTICE:  You  are  advised  that  the  proposed  constitutional  amendment  may  change,  repeal,  or  modify  by  implication  or  may 
be  construed  by  some  persons  to  change,  repeal  or  modify  by  implication,  the  following  provisions  of  the  Constitution  of 
Missouri—  Sections  9,  10,  14,  15,31  &  32  of  Article  1;  Sections  36,  39  &  39(a)  of  Article  III;  Sections  7,  12,  15,  22,  23, 27(a) 
&  48  of  Article  IV;  Sections  14,  18  &  24  of  Article  V;  Section  18(d)  of  Article  VI;  Section  I  and  4  of  Article  Vil;  Sections  2  of 
Article  VIII;  Sections  3(a),  7,  and  9(b)  of  Article  IX;  Sections  1 ,  2,  3,  4(a),  6,  10(b),  17,  18,  18(e),  19,  20  &  24  of  Article  X; 
and  Section  2(b)  of  Article  XII. 

Be  il  resolved  by  the  people  oj  the  slate  of  Missouri  thai  the  Constitution  be  amended: 
One  new  section  is  adopted  to  be  known  as  Article  I,  Section  35(a)  and  to  read  as  follows: 

35(a)  I.  Citizens  over  the  age  of  twenty-one  years  shall  have  the  right  to  engage  in  the  production,  sale,  distribution,  and 
consumption  of  marijuana  and  the  manufacture  of  goods  from  hemp,  subject  to  reasonable  regulations  adopted  by  the  state 
government  pursuant  to  this  section. 

2.  The  purposes  of  this  section  are: 

(1)  To  promote  the  vital  state  interest  in  the  regulation  of  the  sale  and  distribution  of  marijuana  in  order  to 
combat  illegal  underage  use  of  marijuana,  and  achieve  other  important  state  policy  goals  such  as  maintaining  an  orderly 
marketplace  composed  of  state-licensed  marijuana  producers,  distributors,  and  retailers; 

(2j        To  eliminate  the  problems  caused  by  the  prohibition  and  uncontrolled  criminal  manufacture,  production, 
delivery,  and  possession  of  marijuana  within  this  state; 

(3)  To  prevent  the  production,  sale,  distribution,  and  recreational  consumption  of  marijuana  by  those  under 
twenty-one  years  of  age,  as  the  consumption  of  mari  juana  poses  particular  hazards  to  minors,  whose  brains  are  still  in  a  state  of 
development; 

(4)  To  legalize  under  state  law  the  use  of  marijuana  by  individuals  who  are  suffering  from  a  medical  condition 
when  their  doctors  advise  that  such  use  may  provide  a  medical  benefit  to  them; 

(5)  To  raise  tax  revenue  from  the  production  and  sale  of  marijuana,  and  to  allocate  such  revenue  for  state  and 
local  law  enforcement  and  firefighter  pensions  and  retirement  plans,  for  elementary,  secondary,  and  higher  education,  for  the 
cities  and  counties  of  this  state,  for  menial  health  and  substance  abuse  programs,  and  for  the  division  for  the  purposes  of 
enforcing  regulations  upon  the  sale  and  distribution  of  marijuana  authorized  by  this  section: 

(6)  To  legalize  under  slate  law  the  manufacture,  production,  and  delivery  of  industrial  hemp,  and  to  regulate 
industrial  hemp  under  state  law  in  a  manner  separate  and  apart  from  the  regulation  of  marijuana; 

(7)  To  legalize  under  slate  law  the  manufacture,  production,  possession,  and  use  of  marijuana  by  persons  twenty - 
one  years  of  age  and  older;  and 

(8)  To  legalize  under  state  law  the  delivery  of  marijuana  bv  persons  twentv-one  years  of  age  and  older  to  persons 
twenty-one  years  of  age  and  older. 

3.  The  people  of  the  state  of  Missouri  intend  that  the  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance 
with  subsection  7  of  this  section,  together  with  the  other  provisions  of  existing  state  law,  will: 

(!)        Prevent  the  distribution  of  marijuana  to  persons  under  twenty -one  years  of  age; 

(2}        Prevent  revenue  from  the  sale  of  marijuana  from  going  to  criminal  enterprises,  gangs,  and  cartels; 

(3)  Prevent  the  diversion  of  marijuana  from  this  state  to  other  states; 

(4)  Prevent  marijuana  activity  that  is  legal  under  state  law  from  being  used  as  a  cover  or  pretext  for  the 
trafficking  of  other  illegal  drugs  or  other  illegal  activity; 

(5)  Prevent  violence  and  the  use  of  firearms  in  the  cultivation  and  distribution  of  marijuana; 

(6)  Prevent  drugged  driving  and  the  exacerbation  of  other  adverse  public  health  consequences  associated  with 
the  use  of  marijuana; 

(7)  Prevent  the  growing  of  marijuana  on  public  lands  and  the  attendant  public  safety  and  environmental  dangers 
posed  by  marijuana  production  on  public  lands; 

(8)  Prevent  the  possession  and  use  of  marijuana  on  federal  property;  and 

(9)  Prevent  the  marketing  and  advertisement  of  marijuana,  marijuana  products,  marijuana  extracts,  marijuana 
paraphernalia,  or  marijuana  usage  to  those  under  twentv-one  years  of  age. 

4.  Unless  the  context  clearly  indicates  otherwise,  as  used  in  this  section,  the  following  terms  have  the  following 
meanings: 

(1 )  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  marijuana 
products,  marijuana  extracts,  or  marijuana  paraphernalia  other  than  for  the  purpose  of  resale. 

(2)  "Deliver"  or  "delivery"  means  the  transfer  from  one  person  to  another  of  marijuana,  marijuana  products, 
marijuana  extracts,  or  marijuana  paraphernalia,  whether  or  not  there  is  an  agency  relationship,  and  includes  a  sale. 

£2}        "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  department. 

(4)  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any 
successor  division  or  department. 

(5)  "Entity"  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation, 
profit  or  nonprofit  unincorporated  association,  business  trust,  limited  liability  company,  general  or  limited  partnership,  limited 
liability  partnership,  joint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  agency. 

(6)  "Expungeable  marijuana  offense"  means: 

(a)  The  manufacture,  production,  possession,  or  use  of  marijuana,  marijuana  products,  marijuana 
extracts,  or  marijuana  paraphernalia;  or 

(b)  The  delivery,  possession  with  intent  to  deliver,  or  trafficking  of  marijuana,  marijuana  products, 
marijuana  extracts,  or  marijuana  paraphernalia  to  one  or  more  individuals  if  such  individuals  were  twentv-one  years  of 
age  or  older  at  the  time  of  the  offense. 

(7)  "Fair  market  sale"  means,  with  respect  to  Ihe  sale  of  a  product,  a  sale  in  which  the  purchase  price  of  the 
product  is  not  less  than  the  price  that  a  willing  seller  would  accept  and  a  willing  buyer  would  pay  in  the  open  market  and  in 
competition  with  other  similar  products. 

(8)  "Household  exemption  limits"  means,  at  any  given  lime: 

(a)        Six  marijuana  plants  and  twelve  ounces  of  usable  marijuana; 
(jM        Sixteen  ounces  of  marijuana  products  in  solid  form;  and 

(c)  Seventy-two  ounces  of  marijuana  products  in  liquid  form. 

£9)        "Industrial  hemp"  means  Cannabis  Sativa  L.  coiilaining  no  greater  than  one  percent  tetrahydrocannabinol. 

(10)  "License"  means  any  license,  permit,  registration,  consent,  or  authorization  issued,  granted,  given,  or 
otherwi.se  made  available  bv  or  under  the  authority  of  any  state  or  local  governmental  body,  agency,  or  official. 

(11)  "Licensee"  means  any  person  who  holds: 

(a)  A  marijuana  license;  or 

(b)  A  license  issued  by  any  state  agency  for  the  purchase,  sale,  manufacturing,  production,  processing, 
transportation,  or  delivery  of  industrial  hemp. 


(12)  "Manufacture"  means  the  production,  preparation,  propagation,  compoundint;  or  processing  of  mariiuana 
paraphernalia  or  of  marijuana,  marijuana  products,  or  marijuana  extracts,  either  directly  or  by  extraction  from  substances  of 
natural  origin,  or  independently  by  means  of  chemical  synthesis,  or  by  a  combination  of  extraction  and  chemical  synthesis,  and 
includes  any  packaging  or  repackaging  of  the  substance  or  labeling  or  relabeling  of  its  container. 

(13)  "Marijuana"  means  all  parts  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  growing  or 
not,  other  than  marijuana  extracts. 

(14)  "Mariiuana  extract"  means  a  product  obtained  by  separating  resins  from  marijuana  by  solvent  extraction, 
using  solvents  other  than  water,  vegetable  glycerin,  plant  oils,  and  dairy  products,  such  as  butane,  hexane.  isopropyl  alcohol, 
ethanol.  and  carbon  dioxide. 

(15)  "Marijuana  license"  means  a  license  issued  by  the  division  for  the  purchase,  sale,  manufacturing,  production, 
processing,  transportation,  or  delivery  of  mariiuana.  mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(16)  "Marijuana  paraphernalia"  means  all  equipment,  products,  substances  and  materials  of  any  kind  which  are 
used,  intended  for  use,  or  designed  for  use,  in  planting,  propagating,  cultivating,  growing,  harvesting,  manufacturing, 
compounding,  converting,  producing,  processing,  preparing,  storing,  containing,  concealing,  ingesting,  inhaling,  or  otherwise 
introducing  into  the  human  body  marijuana,  marijuana  products,  or  marijuana  extracts. 

(17)  "Marijuana  products"  means  products  that  contain  marijuana  or  marijuana  extracts  and  are  intended  for 
human  consumption.  Marijuana  products  does  not  mean  mariiuana  by  itself  or  a  mariiuana  extract  by  itself 

(18)  "Marijuana  retailer"  means  a  person  who  sells  marijuana,  marijuana  products,  marijuana  extracts,  or 
marijuana  paraphernalia  to  a  consumer  in  this  state. 

(19)  "Person"  includes  any  individual  or  entity. 

(20)  "Person  twenty  -one  years  of  age  and  older"  includes  any  entity  in  which  no  individual  under  twenty-one 
years  of  age  holds  a  direct  or  indirect  interest. 

(21 )  "Produce"  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  or  harvesting  of 
marijuana,  marijuana  products,  marijuana  extracts,  or  marijuana  paraphernalia. 

(22)  "Public  place"  means  a  place  to  which  the  general  public  has  access  and  includes,  but  is  not  limited  to. 
hallways,  lobbies  and  other  parts  of  apartment  houses  and  hotels  not  constituting  rooms  or  apartments  designed  for  actual 
residence,  and  highways,  streets,  schools,  places  of  amusement,  parks,  playgrounds  and  premises  used  in  connection  with 
public  passenger  transportation. 

(23)  "State  law"  means  any  state  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action. 

(24)  "Tax"  means  any  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property,  sales, 
use,  transfer,  value  added,  concession,  add  on  minimum,  or  other  tax,  fee,  assessment,  levy,  tariff  charge,  or  duty  of  any  kind 
whatsoever  imposed,  assessed,  or  collected  by  or  under  the  authority  of  any  governmental  body. 

(25)  "Usable  marijuana"  means  dried  mariiuana  flowers  and  dried  marijuana  leaves,  and  any  mixture  or 
preparation  thereof 

5.  Except  as  otherwise  provided  in  this  section,  no  state  law  shall: 

(1)  Prohibit  the  possession  or  use  of  marijuana,  marijuana  products,  mariiuana  extracts,  or  mariiuana 
paraphernalia  by  persons  twenty -one  years  of  age  and  older: 

(2)  Prohibit  the  transportation  or  delivery  of  mariiuana.  mariiuana  products,  marijuana  extracts,  or  marijuana 
paraphernalia  by  persons  twenty -one  years  of  age  and  older  to  persons  twenty-one  years  of  age  and  older: 

(3)  Prohibit  the  purchase,  sale,  manufacturing,  production,  and  processing  of  marijuana,  marijuana  products, 
mariiuana  extracts,  or  mariiuana  paraphernalia  by  persons  twenty -one  years  of  age  and  older: 

(4)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  or  delivery  of  industrial 

hemp:  or 

(5)  Provide  for  the  seizure  or  forfeiture  of  any  property  used  in  connection  with  any  purchase,  sale, 
manufacturing,  production,  processing,  transportation,  delivery,  possession,  or  use  of  mariiuana,  mariiuana  products,  marijuana 
paraphernalia,  or  industrial  hemp  if  such  manufacture,  production,  delivery,  possession,  or  use  is  lawful  under  state  law. 

6.  Notwithstanding  subsection  5  of  this  section,  a  state  law  may: 

(1)  Prohibit  the  importation  and  exportation  of  marijuana,  mariiuana  products,  and  mariiuana  extracts  into  and 
from  this  state: 

(2)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery'  of  mariiuana,  mariiuana 
products,  and  mariiuana  extracts  in  or  on.  or  within  one  thousand  feet  of  real  property  comprising  a  public  or  private 
elementary  or  secondary  school,  public  vocational  school,  or  a  public  or  private  community  college,  college,  or  university 
attended  primarily  by  individuals  under  twenty -one  years  of  age; 

(3)  Prohibit  the  operation  of  a  vehicle,  watercraft.  aircraft,  railroad  train,  or  any  similar  device  while  using  or 
under  the  influence  of  mariiuana; 

(4)  Prohibit  the  use  of  mariiuana.  mariiuana  products,  and  mariiuana  extracts  in  a  public  place,  provided 
however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an  infraction; 

(5)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of 
mariiuana,  mariiuana  products,  and  mariiuana  extracts  by  any  person  that  does  not  comply  with  any  rules,  regulations,  and  laws 
promulgated  and  enacted  in  accordance  with  subsection  7  of  this  section; 

(6)  Classify  the  penalties  for  violations  of  such  laws; 

(7)  Impose  an  excise  tax  on  the  first  fair  market  sale  of  all  mariiuana  produced  in  this  state  at  a  rate  of  twenty- 
five  percent  of  the  purchase  price. 

7.  Subject  to  the  provisions  of  subsection  8  of  this  section,  on  or  before  June  I.  2015.  the  division  shall  promulgate  rules 
and  regulations  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery, 
possession,  and  use  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  and  mariiuana  paraphernalia,  including  but  not 
limited  to  rules,  regulations,  and  laws  that: 

( 1 )  Require  a  person  to  obtain  a  mariiuana  license  to  purchase,  sell,  manufacture,  produce,  process,  transport,  or 
deliver  mariiuana.  mariiuana  products,  mariiuana  extracts,  or  mariiuana  paraphernalia; 

(2)  Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  7  of  subsection  6  of  this  section; 

(3)  Provide  for  the  enforcement  of  such  laws  and  for  the  examination  and  inspection  of  the  books,  records,  and 
premises  of  licensees; 

(4)  Regulate  the  advertising  of  mariiuana.  mariiuana  products,  mariiuana  extracts,  and  marijuana  paraphernalia; 

(5)  Provide  for  the  receipt  and  transfer  of  all  funds  received  by  the  state  from  the  excise  taxes  and  license  and 
other  fees  collected  under  such  laws,  as  follows: 

(a)  First,  to  the  division,  an  amount  that  the  general  assembly  deems  necessary  for  the  division  to  carry 
out  the  division's  obligations  under  such  laws,  including  a  reserve  fund  to  maintain  a  reasonable  working  cash  balance 
for  the  purpose  of  carrying  out  such  obligations; 

(b)  Next,  the  remainder  of  such  funds,  to  such  specific  transferees  as  the  general  assembly  may 
determine,  for  the  following  purposes:  (i)  for  state  and  local  law  enforcement  and  firefighter  pensions  and  retirement 
plans,  twenty-five  percent:  (ii)  for  public  institutions  of  elementary  and  secondary  education,  twenty-five  percent;  (iii) 
for  mental  health  and  substance  abuse  programs,  twenty  percent;  (iv)  for  cities  and  counties,  fifteen  percent;  and  (v) 
for  public  institutions  of  higher  education  or  for  scholarships  to  attend  such  institutions,  fifteen  percent;  and 


(£l        All  moneys  appropriated  by  the  general  assembly  from  the  excise  taxes  authorized  in  paragraph  7  of 
subsection  6  of  this  section  shall  provide  additional  funds  for  the  purposes  enumerated  above  and  not  replace  existing 
funding.  .  i 

16j        Limit  the  amount  of  mariiuana.  mariiuana  products,  or  marijuana  extracts  that  a  person  other  than  a  licensee  I  | 

may  possess  at  any  ^liven  time,  provided  however  that  the  penalty  for  violation  of  such  law  may  not  exceed  that  for  an 

infraction  for  the  llrst  violation  and  a  misdemeanor  for  any  second  or  subsequent  violation. 

L         No  state  law  or  combination  of  stale  laws  shall: 

111        Except  for  the  tax  provided  in  paragraph  (7)  of  subsection  6  of  this  section,  impose  any  tax  on  mari  juana. 

mariiuana  products,  mariiuana  extracts,  or  transactions  involving  marijuana,  mariiuana  products,  or  mariiuana  extracts  that  is 

not  imposed  on  other  products  generally; 

i21        Limit  the  amounts  of  mariiuana,  mariiuana  products,  or  mariiuana  extracts  that  a  person  other  than  a  licensee 

may  possess  at  any  given  time  to  amounts  less  than: 

(a)  Six  marijuana  plants  and  twelve  ounces  of  usable  mariiuana: 

(b)  Sixteen  ounces  of  mariiuana  products  in  solid  form: 

(<e)        Seventy-two  ounces  of  mariiuana  products  in  liquid  form:  and 
(d)        One  ounce  of  marijuana  extracts. 

(3)  Limit  the  aggregate  number  of  licensees  that  may  hold  marijuana  licenses  or  the  aggregate  number  of 
mariiuana  licenses  that  may  be  granted,  provided  however  that  the  number  of  licensed  mariiuana  retailers  in  a  county  may  be 
limited  to  no  fewer  than  one  mariiuana  retailer  per  2.500  inhabitants  in  such  county,  according  to  the  most  recent  census  of  the 
United  States: 

(4)  Limit  the  number  of  marijuana  licenses  that  may  be  granted  to  or  held  by  the  same  person: 

(5)  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  types  of  marijuana  licenses: 

(6)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or  a  resident  of  this  state: 

(7)  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual 
who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of  violating:  (i)  any  non-discretionary  expungeable 
mariiuana  offense  in  paragraph  (1 )  or  (2)  of  subsection  (14)  of  this  section:  or  (ii)  any  mariiuana-related  offense  that  has  been 
expunged: 

(8)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  marijuana, 
mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia: 

(9)  Require  a  consumer  twenty-one  years  of  age  or  older  to  obtain  any  license  to  purchase  marijuana,  marijuana 
products,  mariiuana  extracts,  or  marijuana  paraphernalia  from  a  licensed  marijuana  retailer: 

(10)  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  any  license  to  deliver  marijuana,  marijuana 
products,  mariiuana  extracts,  or  marijuana  paraphernalia  for  no  consideration  to  an  individual  twenty-one  years  of  age  or  older 
if: 

(a)  The  marijuana,  mariiuana  products,  marijuana  extracts,  or  marijuana  paraphernalia  were  purchased 
from  a  licensed  mariiuana  retailer:  or 

(b)  The  marijuana  or  mariiuana  products  were  manufactured  or  processed  by  a  person  without  a  license 
in  accordance  with  paragraph  (12)  of  this  subsection: 

(11)  Require  any  mariiuana  retailer  to  record  the  name  or  any  other  personally  identifiable  information  of  any 
consumer  twenty-one  years  of  age  or  older: 

(12)  Require  a  person  twenty-one  years  of  age  or  older  to  obtain  any  license  or  pay  any  tax  to  manufacture  or 
process  marijuana  or  marijuana  products  at  a  household  for  noncommercial  personal  use  if  the  aggregate  amounts  of  such 
marijuana  and  marijuana  products  at  the  household  do  not  exceed  the  household  exemption  limits:  or 

(13)  Provide  that  the  penalty  for  manufacturing  more  than  the  number  of  mariiuana  plants  that  may  be 
manufactured  without  a  license  under  paragraph  (12)  of  this  subsection  may  not  exceed  that  for: 

(a)  An  infraction,  if  the  violation  is  a  first  violation  and  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license; 

(b)  A  misdemeanor,  if  the  violation  is  a  first  violation  and  the  number  of  marijuana  plants  is  more  than 
double  but  not  more  than  quadruple  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license:  or 

(c)  A  misdemeanor,  if  (i)  the  violation  is  a  second  violation;  (ii)  with  respect  to  the  first  violation,  the 
number  of  mariiuana  plants  was  not  more  than  double  the  number  of  mariiuana  plants  that  may  be  manufactured 
without  a  license;  and  (iii)  with  respect  to  the  second  violation,  the  number  of  mariiuana  plants  is  not  more  than 
double  the  number  of  mariiuana  plants  that  may  be  manufactured  without  a  license:  or 

(14)  Make  the  ownership  or  operation  of  a  licensed  business  that  manufactures,  produces,  or  delivers  mariiuana. 
mariiuana  products,  mariiuana  extracts,  or  marijuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable 
for  a  prudent  business  person  to  organize  or  conduct  the  business. 

9.  On  or  before  June  1.  2015.  the  department  shall  promulgate  rules  and  regulations,  and  the  general  assembly  may  enact 
laws,  that: 

(1)  Permit  individuals  with  a  medical  condition  who  may  benefit  from  the  medical  use  of  marijuana,  mariiuana 
products,  and  marijuana  extracts  to  be  able  to  discuss  freely  with  their  doctors  the  possible  risks  and  benefits  of  medical 
mariiuana  use  and  to  have  the  benefit  of  their  doctor's  professional  advice; 

(2)  Permit  individuals  suffering  from  a  medical  condition  to  be  allowed  to  use  mariiuana,  marijuana  products, 
and  mariiuana  extracts  without  being  subject  to  civil  or  criminal  penalties  when  their  doctors  advise  that  such  use  may  provide 
a  medical  benefit  to  them  and  when  other  reasonable  restrictions  are  met  regarding  that  use;  and 

(3)  Provide  that  no  individual  under  eighteen  years  of  age  shall  be  allowed  to  use  mariiuana.  mariiuana  products, 
or  mariiuana  extracts  for  inedical  purposes  unless  the  individual's  custodial  parent  or  legal  guardian  with  responsibility  for  the 
individual's  health  care  decisions  consents  to  such  use. 

10.  No  licensed  doctor  may  be  subiected  to  any  criminal  or  civil  penalty,  or  to  any  discipline  by  any  state  licensing 
division,  board,  or  commission,  for: 

( 1 )  Advising  a  person  whom  the  doctor  has  diagnosed  as  having  a  medical  condition,  or  a  person  who  the  doctor 
knows  has  been  so  diagnosed  by  another  licensed  doctor,  about  the  risks  and  benefits  of  medical  use  of  mariiuana  or  that  the 
medical  use  of  mariiuana  may  mitigate  the  symptoms  or  effects  of  the  person's  medical  condition,  provided  the  advice  is  based 
on  the  doctor's  personal  assessment  of  the  person's  medical  history  and  current  medical  condition:  or 

(2)  Providing  any  written  documentation  that  evidences  or  confirms  such  advice  and  assessment. 

1 1.  The  division  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not  inconsistent 
with  this  .section. 

12.  The  department  is  directed  and  authorized  to  enforce,  administer,  and  make  rules  and  regulations  that  are  not 
inconsistent  with  this  section. 

13.  The  general  assembly  may  enact  laws  that  control,  regulate,  and  tax  the  manufacture,  production,  and  delivery  of 
industrial  hemp. 

14.  Convictions  of  mariiuana  offenses  shall  be  expungeable  as  follows: 


(1)  An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  expungeable  mariiuana  offense, 
and  who  was  twenty-one  years  of  ape  or  older  at  the  time  of  the  offense,  may  apply  to  the  court  in  which  he  or  she  was 
sentenced  for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines, 
upon  review,  that  such  individual  has  plead  guilty  to  or  has  been  convicted  of  an  expungeable  marijuana  offense,  the  court  shall 
enter  an  order  of  expungement.  An  individual  shall  be  entitled  to  one  or  more  expunpeinents  pursuant  to  this  paragraph  (\). 

(2)  After  a  period  of  not  less  than  one  year,  an  individual  who  has  plead  guilty  to  or  has  been  convicted  of 
violating  any  expungeable  mariiuana  offense  for  the  first  time,  and  who  was  under  twenty-one  years  of  age  at  the  time  of  the 
offense,  and  who  since  such  conviction  has  not  been  convicted  of  any  other  marijuana-related  offense,  may  apply  to  the  court 
in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial  and  conviction.  If 
the  court  determines,  upon  review,  that  such  individual  has  not  been  convicted  of  any  other  marijuana-related  offense  at  the 
time  of  the  application  for  expungement,  the  court  shall  enter  an  order  of  expungement. 

(3)  An  individual  who  has  plead  guilty  to  or  has  been  convicted  of  violating  any  expungeable  mariiuana  offense 
that  is  not  expungeable  under  paragraphs  (1)  or  (2)  of  this  subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced 
for  an  order  to  expunge  all  official  records  of  his  or  her  arrest,  plea,  trial,  and  conviction.  If  the  court  determines,  upon  review, 
that  an  expungement  is  in  the  interests  of  justice,  the  court  may  enter  an  order  of  expungement.  An  individual  may  be  entitled 
to  one  or  more  expungements  pursuant  to  this  paragraph  (3). 

(4)  The  effect  of  an  order  of  expungement  shall  be  to  restore  the  applicable  individual  to  the  status  he  or  she 
occupied  prior  to  such  arrest,  plea  or  conviction,  as  if  such  event  had  never  happened.  No  individual  as  to  whom  such  order  has 
been  entered  shall  be  held  thereafter  under  any  provision  of  any  law  to  be  guilty  of  perjury  or  otherwise  giving  a  false 
statement  by  reason  of  his  or  her  failure  to  recite  or  acknowledge  such  arrest,  plea,  trial,  conviction  or  expungement  in  response 
to  any  inquiry  made  of  him  or  her  for  any  purpose  whatsoever. 

15.  No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing,  producing,  delivering,  possessing,  or  using 
mariiuana.  marijuana  products,  marijuana  extracts,  marijuana  paraphernalia,  or  industrial  hemp  is  prohibited  by  federal  law. 

16.  Nothing  in  this  section  shall  be  construed: 

(1)  To  amend  or  affect  in  any  way  any  state  or  federal  law  pertaining  to  employment  matters: 

(2)  To  amend  or  affect  in  any  way  any  state  or  federal  law  pertaining  to  landlord-tenant  matters: 

(3)  To  amend  or  affect  in  any  way  any  state  or  federal  law  that  permits  an  owner,  lessor,  or  lessee  of  real 
property  or  any  other  person  who  has  a  legal  estate  in  real  property  from  prohibiting  the  manufacture,  production,  delivery, 
possession,  or  use  of  marijuana  on  such  real  property: 

(4}        To  amend  or  affect  in  any  way  any  state  law  pertaining  to  the  operation  of  a  vehicle,  watercraft.  aircraft, 
railroad  train,  or  any  similar  device  while  using  or  under  the  influence  of  marijuana: 

(5)  To  require  a  person  to  violate  a  federal  law:  or 

(6)  To  exempt  a  person  from  a  federal  law  or  obstruct  the  enforcement  of  a  federal  law. 

17.  If  any  subsections,  paragraphs,  phrases,  or  words  of  this  section  shall  be  held  unconstitutional,  void,  or  illegal,  either 
on  their  face  or  as  applied,  the  applicability,  constitutionality,  and  legality  of  any  and  all  other  subsections,  paragraphs,  phrases, 
and  words  of  this  section  shall  not  be  affected.  To  that  end,  the  subsections,  paragraphs,  phrases,  and  words  of  this  section  are 
intended  to  be  severable.  It  is  hereby  declared  to  be  the  intent  of  this  section  that  each  and  every  subsection,  paragraph,  phrase, 
and  word  of  this  section  would  have  been  adopted  regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases, 
or  words  of  this  section  is  held  unconstitutional,  void,  or  illegal. 

18.  The  provisions  of  subsections  2.  3.  4.  6.  7.  9.  10.  II.  12.  13.  14.  15.  16.  17.  and  18  of  this  section  and  paragraphs  (I"). 
(2).  and  (5)  of  subsection  5  of  this  section  shall  become  effective  on  January  I.  2015.  The  provisions  of  subsections  I  and  8  of 
this  section  and  paragraphs  (3)  and  (4)  of  subsection  5  of  this  section  shall  become  effective  on  June  1 .  20 1 5.  All  stale  laws 
that  are  inconsistent  with  any  provision  of  paragraph  (\).  (2).  or  (5)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full 
force  and  effect  on  and  after  January  1.  2015.  All  state  laws  that  are  inconsistent  with  any  provision  of  subsections  I  or  8  of 
this  section  or  paragraph  (3)  or  (4)  of  subsection  5  of  this  section  shall  no  longer  remain  in  full  force  and  effect  on  and  after 
June  I.  2015.  All  of  the  provisions  of  this  section  shall  be  self-enfOrcing. 
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(573)751-4936 


Jason  IOvndhr 

Secretary  of  State 
State  of  xMissoi'ri 


Eli-.ctions  Division 
(573)751  2301 


December  24,  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  Citv.  MO  65101 


DEC  2  4  20B 


RE:  Petition  approval  request  from  Steven  Reed  regarding  a  proposed  constitutional  amendment  to 
Article  IV  (2013-103) 


Dear  Auditor  Schweich: 


Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Steven  Reed  on  December  23,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  >ou  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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County  

Page  No. 

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provtsi(His  of  section  S^^^J^^^l^^l 
contran .  for  a  term  of  imprisonmehf  not^o  exceed  one  year  in  the  counrv  jail  or  a  finenOttO  exceed  ten 
thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to.sieH^^iOie(tnaine  more  tlmmmSm^  same  measure  for  the  same  election,  or 
to  sign  a  petitioQ  wmMm^paSba  kbSows  fie  or  she  is  not  a  i«08tend  voter. 

INITIATIVE  PETITION 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  r^stered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St. 

Louis),  respectfully  effa<^1iitftteiSlfc>Wing  propoaisd  «aendnient  to  die  constitirtion  shall  be  submitted  to 
the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held  on  the 
4th  day  of  November,  2014,  and  each  for  himself  orlM^ps$jy[^s;  i  have  personally  signed  this  petition,  1 

am  a  registered  voter  of  the  state  ol  Missouri  and  County  (or  city  of  St.  Louis),  my 

r^9t^  voting  adittss  and  ^  sffiite  4^fte«%,  toimi  t»  vi&^  hi  vfbkk  I  livewv  eonw^imtten 


/4-/03 


CDtCULAIOR^S  AFFIDAVIT 

STA1S0F  MISSOIJRJ[,a)UNTy  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  tspe  names  of  signers) 


NAME 

(SiflMttBifty 

DATE 

RLGISTERED  VOTrNG 
ADDRKSS 
(Streci)  (City.  Town  or  Village) 

ZIP 

CODE 

CONG. 
OtSXtL 

NAME 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

m 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  ray 
presence,  I  believe  that  each  has  stated  his  or  her  name,  registered  voting  address  and  ci^i  town  or  villi^ 
C<X|eiS%  wdJfaat  efldl  signer  is  a  regist^jrgtv  Of^)lM^MW^Sf^-90d 
 County. 


Signature  of  Affiant 
(PtH^on  obtaining  signatiu^s) 


Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  . 


Signature  of  Notary 
Actress  (^Noftoy 

Notary  Public  (Seal)  ^ 
My  commission  expires  


H-IQ3 


ConstitBtiQiial  Amoidmeiit  to  Article  IV,  Section  30,llelatiiig  to  JRail 

Passenger  Service, 

Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 
Section  30  of  article  FV  of  the  Constitution  of  Missouri  is  amended  by  adding  Sc^ctjon 
30(E).  The  new  section  includes  the  following  underlined  language: 
Monies  collected  fiom  a  one  tenth  of  one  percent  sales  tax  will  be  used  for  the  purpose  of 
developing  Rail  Passenger  Service  in  Missouri  mcluding  from  St.  Louis  to  Rolla. 
Springfield,  Aurora,  Billings,  Marionville,  Republic,  Crane.  Galena.  Reeds  Spring. 
Hollister  and  Branson  with  one  half  of  the  funding  to  go  to  the  future  development  of 
High  Speed  Rail  between  the  dties.  (HWll  allow  connection  of  the  Chicago  Rail 
IN—'WfM'  line  to  Tulsa  and  other  cities  in  Texas).  A  one  tenth  of  one  percent  sales  tac 
upon  or  measured  by  fuel  used  for  propelling  motor  vehicles  (automobiles.  tiailef&. 
piotorcycles.  niopeds).  is  to  be  levied  and  collected  as  provided  bv  law. 


Jason  Kandhr 


JAMI  S  KlKKrATKICK 
STA'I  1-  INI'ORMATION  C^l'.N  l  l.K 
(S73i7Sl  4936 


SECRK  TARY  S  l  ATK 
STA'IT.  MlSSOL'RI 


Eli:c:ti()ns  Division 
(573)751  2301 


December  24.  2013 


F 


The  Honorable  Tom  Schweich 
State  Auditor 


DEC  2  ^  2013 

STATE  AUDITORS  OFFICE 


State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:      Petition  approval  request  from  Steven  Reed  regarding  a  proposed  constitutional  amendment  to 
Article  IV  (2013-104) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Steven  Reed  on  December  23,  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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Comfy. 


It  is  a  class  A  misdemeanor  punishable,  notwdtfistanding  the  provisions  of  section  560.021,  RSM6,  t»#« 

contrary-,  for  a  term  of  imprisonment  not  to  excet;d  one  >car  in  the  county  jai!  or  a  fine  not  to  exceed  ten 
thousand  dollars  or  both,  for  anyone  to  sign  any  initiative  petition  with  any  name  other  than  his  or  her 
own.  or  Joiowingly  to  sign  hi»«riMr  na^j^j^  oj^^^r^  saittiiiifMsn^  for  the  same  election,  or 


tt^  sign  a  petition  i^riiea  siicA  peiMi  to^ 

INITIATIVE  PETITION 
To  the  Honorable  Jason  KaiiJer.  Secretary  of  State  for  the  state  of  IVIissouri: 

We,  the  undersigned,  registered  voters  of  (he  state  of  Missoiiri  and  County  (or  city  of  St. 

Louts),  respectfully  order ^ar#iei»flh!rwing  proposed  amendment  to  the  constitution  shall  be  submitted  to 
the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  thegmeral  election  to  be  held  on  the 
4th  day  of  November,  2014,  and  each  for  himself  or  ^^caolf  says:  1  have  personally  signed  this  petition,  1 

am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  ray 

registered  voting  addre$$  and  the  name  of  tt^^eify,  mm  or  vill^  ja  wiiich  I  live  are  eorrectiy  written 
after  my  IuaB(^ 


STATE  GP  mSaOVBl  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 

DATE 

RFGISTERIiD  VOTING 

ADDiu;ss 

(Street)  {City,  Town  or  Village) 

ZIP 
CODE 

CONG. 
DISTR. 

NAME 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

g. 

9. 

10. 

11. 

12. 

13. 

14. 

m 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25, 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my 
presence,  I  believe  that  eadi  has  stated  his  or  her  name,  registered  voting  addresa  flwl       town  or  \|l|igp[ 
eomctfyy  and  that  each  signer  is  a  registerad  voter  of  die  state  ofMissowi  and 
 County. 


Signature  of  Affiant 
(Petson  obtaining  signatures) 

Address  of  Afilant 

Subscribed  and  sM^om  to  before  me  this  day  of  ,  A.D.  . 


Signature  of  Notary 
Addieffic^Notey 

tifotary  Public  (Seal) 

tify  commission  expires  


ConstitatioBia  AmendiiiHrt  to 

THE  PROPOSED  AMENDMENT 
TO  THE  CONSTITUTION  OF  MISSOURI 

Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Section  36(a)  of  Article  IV  of  the  Constitution  of  Missouri  is  amended  by  modifying  Section  36(a).  The 

existing  Section  36(a)  is  set  forth  hereinafter  with  the  new  matter  underlined. 

Section  36(a).  Ecwwatic  <liu  liiniliiilli,  depaHmcat  ot-  dmOn  «if  <le|Hurtaieiit  -  diractor,  haw 

affjgo^Bttiei,  -  The  department  of  economic  development  shall  be  in  charge  of  a  director  appointed  liy  ^ 

governor,  by  and  with  the  advice  and  consent  of  the  senate.  The  department  shall  administer  all 

jBPOgrams  provided  by  law  relating  to  the  promotion  of  the  economy  of  the  state,  the  economic 

ililifesiopment  of  the  state,  tnfie  vif  littaliRB,  technology  development  and  olli^  activities  and  programs 

impacting  on  the  economy  of  the  state. 

A  state  sales  tax  of  one  tenth  of  one  percent  will  provide  additional  money  for  the  State  Economy 
Development  Department  to  be  used  solely  for  the  promotion  and  development  of  one  or  more 
"Technology  Parks"  in  southwest  Missouri.  Tcclinoiogy  Parks  serve  as  incubators  helping  create  new 
conipanieg.  iobs.  and  research  and  development  The  cities  of  Qawric-  lyMlMf  -  J"P^^ff*i  Nnm.  Republic 
^WMlard,  Springfield  and  any  other  legal  city  will  be  able  to  submit  request  for  fVmding.  Funding  awards 
will  be  based  on  the  Professional  Level  and  Viability  of  the  Proposals  submitted  by  each  City  and  will 
be  judged  by  the  Economic  Development  office  of  the  State  of  Missouri.  Each  City  government  m^y 
^eetMlMHhB  "do  we  Citizens  want  a  technology  park"  issue  placed  on  the  local  eiecstion  bdtetl&ihiwy 
support  of  their  Citizens  and  that  can  also  be  iudged  by  the  Economic  Development  Department  of 
the  State  of  Missouri  as  an  indicator  whether  the  local  citizens  feel  there  is  a  need  for  such  a  project. 
Before  the  end  of  the  one-year  of  collection  of  the  said  tax,  a  foundation  will  be  set  up  and  Labor 
Leaders.  Business  Leaders.  EducatkMial  Leaders,  and  fliepiAKc  at 

^  Kynd,  The  tax  will  simset  or  "end"  after  one  year  of  collections. 
This  yyill  allow  for  the  "fair  and  equal  treatment"  of  the  citizens  of  the  state.  Terhtwl^^  ceatos  andw 
zones/parks  have  been  created  in  St.  Louis.  Fort  Leonard  Wood,  and  Kansas  City. 
The  <Mie  year  salesAise  tax  of  <me  tentfa  of  one  nercent  ftefared  to  above')  is  hereby  levied  and  imposed 
upon  all  sellers  for  the  privilege  of  selling  tangible  personal  property  or  rendering  taxable  services  at 
retail  in  this  state  upon  the  sales  and  services  which  now  are  or  hereafter  are  listed  and  set  forth  in.  euid. 
except  as  to  the  amount  of  tax,  subject  to  the  provisions  of  and  to  be  collected  as  provide  in  the  "Sales 
Tax  Law"  and  subject  to  the  rules  and  regulations  promulgated  in  connection  tfaerevyith:  the  one  year 
salesAise  tax  of  one  tenth  of  one  percent  is  levied  and  imposed  for  the  privilege  of  storing,  using  pf 
consuming  within  this  state  any  article  of  tangible  personal  property  as  set  forth  and  provided  in  the 
"Compensating  LTse  Tax  Law"  and,  except  as  io  the  amount  of  the  tax,  subject  to  the  provisions  of  and  to 
be  collected  as  provided  la  the  CumpcnsaimR  I  u.x  Law"  and  subject  to  the  rules  and  regulations 

Schedule 

Section  36(a)  amendment.  All  of  the  provisions  of  36fa)  amendment  shall  be  self-enforcing  except  that 
the  general  assembly  shall  adjust  brackets  for  the  collection  of  the  sales  and  use  taxes.  The  above  one 
tert^  of  ope  pepBeitf  fldea/nsete  ^  aonaet  one  year  gfte  fanpogiaBiL 


Jason  Kandhr 


JAMI  SC.  KllUU'MKICK 
StATI  INIOKMATION  Cl  NTI  K 
(573)751  4936 


Secretary  of  State 
State  oe  Missouri 


El.l-;(TH  )NS  Dl\  l.SI<  )N 

(573)751  2301 


December  24.  2013 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
JetTerson  City,  MO  65101 


r 


DEC  2  ^  2013 

STATE  AUDJTOHS  OFRCE 


RE:      Petition  approval  request  from  Steven  Reed  regarding  a  proposed  constitutional  amendment  to 
Article  IV  (2013-105) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Steven  Reed  on  December  23.  2013. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMl  sC.  KlRKrATRICKSTATl-  In1()RM.\TIO.\  Cl  NTI  K 
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.MlMINIs-l  HATlX  l-  R.l'Ll-,>  •  HUSINh.'iS  ShUVH  kS  •  KLKCIIONS  •  I'l'm.U  At  IONS  •  Sl-.Cl'RTrihS  •  S  lATh  AR(         S  •  .S  l  A;  .'-  I.IHKAHY  •  VVol  !-Nh:i  L}BR;\HV 


14 

County   )  \ 

^  Page  No.  

n  »  a  class  A  misdemeanor  punishable,  notwitfistandit^  tlie  prov  isions  of  section  560.021,  RSMo,  to  the 
contrary,  for  a  term  of  imprisonment  not  foiejfc^bci  o})^  year  in  the  county  jail  or  a  fine  not  to  exceed  ten 
thousand  dollars  or  both,  for  anyone  to  sigh  any  initiative  petition  with  any  name  other  than  his  or  her 
own,  or  knowingly  to  sign  his  or  t^9f|K^i9C3e  tfefijilOK^  &r  the  same  measure  for  the  same  election,  or 
Id  sign  apedtton  winn  such  pencrasww^rdhe  is  not  a  Kpstet^i^mm. 

INITIATiyfi  PETITION 
To  the  Honorable  Jason  Kander,  Secret^^r^f  Sta||e|^t^  st^of  Missoitfi: 

We,  Ae  undersigned,  registered  voter?  o-f  the  state  of  Missouri  and  County  (or  city  of  St. 

Louis),  respectfully  order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to 
^  voters  of  fte  state  of  Missoaff,  l6rtiMrir  approval  CH-r^jectkm.  at  the  general cflcxdbiif'w  Wli^  the 
4th  day  of  November,  2014,  and  each  for  himself  or  harsslf S^ys:  Ihave  personally  signed  this  petition,  I 

am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  my 

registered  voting  address  and  tiie  name  of  die  dty,  town  or  village  in  which  I  live  are  correctly  vnitten 
^br  ray  name. 


STATE  OF  MtSSOUR]^  COtWIYOF  

L  -.  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


Tim 

REGISTERED  VOTING 
ADDRESS 
CSiiaeO  (Oty,  Town  or  ViHois) 

ZIP 
CODE 

com. 

lUSTR. 

NAME 
(PttaNMlorl^pMO 

1. 

2. 

3. 

4. 

5. 

6, 

7. 

8. 

9. 

10. 

IL 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

23. 

24. 

25. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my 
presence,  I  believe  tiiat  eadi  has  stated  his  (mt  her  name,  regista:ed  voting  address  and  city,  town  or  village 
conectlj^  and  that  ^acli  signer  is  a  r^MMped  voter  of  ^flwstite  'C^MiuouKi'aBd        -  - — 
 County. 


Sig^iature  of  Affiant 


Ad^^ofAIBaQt 

Subscribed  mid  sworn  to  before  me  fliis  ^   ,  AIX  , 


Signature  of  Notary 
AddrBSBofNotaiy 

Notary  Public  (Seal) 

My  commission  expires  


4-ios 


C^BitttirtiMttd  ABMBdmrt  to  Aiiide  IV,  Smitmit^  Matiiig  to  RmbU  ot 

E^eeted  State  OIIId«s 

BE  ITRESOLVED  BY  THE  PEOPLE  OF  THE  STATE  OF  MISSOURI  THAT  THE 
0!^^fWW^:WE,  AMENDED: 

Section  1 7  ofaiticle  IV  of  the  Constitution  of  Missouri  is  amm^  ly  aAftiffg  Sff^H?n 

1 7(B).  The  new  section  includes  the  fbUowing  iiwWli«M*<<  langpeiigft; 

MISSOURI  CONSTITUTION 

Section  I7(h.)  RECALL  Elective  State  Officers 

All  political  power  t«  inhqeat  in  the  aeofiie.  Govennnait  is  instituted  far  iSaie^ 
pratection.  security,  and  benefit  and  tiiev  have  the  right  to  alter  or  reform  it  when  the 
public  good  may  require.  A  voter  v/bo  casts  a  vote  in  an  electing  in  ^^yffr^iance  with  the 
)|qw5^  t}f  friy  fjitate  shall  have  that  vote  counted. 

Haia^is  Ifae  power  of  the  dectors  to  remove  an  elective  officer.  Recall  of  a  state 
officer  is  initiated  bv  delivering  to  the  Secretarv  of  State  a  petition  alleging  reason  for 
recall  Sufficiency  of  reason  is  notrgviewable.  PHwoneptsliaye  160  davs  to  filesi^ 
petitions. 

A  petiticm  to  recall  a  statewide  officw  must  be  dgned  bv  electors  equal  in  number 

to  12  percent  of  the  last  vote  for  the  office,  with  signatures  from  eaA  of  5  eountiegeqnal 
in  number  to  1  percent  of  the  last  vote  for  the  office  in  the  county. 

The  Secretary  of  State  shall  maintain  a  continuous  count  of  the  signatures 
certified  to  that  office.  An  election  to  determine  whether  to  recall  an  office  rand,  if 
approftiiftff    '^'''ct  a  successor  shall  be  called  bv  the  Governor  and  held  not  less  tiaa  60 
days  near  more  than  80  days  from  the  date  of  certification  of  sufficient  signatures. 

A  recall  election  may  be  conducted  within  1 80  days  from  the  date  of  certification 
of  sufficient  signatures  in  order  that  the  election  may  be  consolidated  with  the  next 
regularly  scheduled  election  occurring  wholly  or  partially  vyithin  tiie  same  |urisdictionili 
which  ^e  recall  election  is  held,  if  the  number  of  voters  eligible  to  vote  at  the  next 
regularly  scheduled  election  eq"ai  ^«  l<r^^t  50  percent        the  ytfpff^  gjigible  to  vote  at 
the  recall  election. 

If  the  majority  vote  on  the  question  is  to  recall,  the  officer  is  removed  ap^,  %!fpp 

fjjUil  candidate,  the  candidate  who  receives  a  plurality  is  the  successor.  The  officer  may 
not  be  a  candidate,  nor  shall  there  be  any  candidacy  for  an  office  filled  pursuant  to 
subdivision  (d)  of  Section  16  of  Article  VI. 

The  Leaslature  >fh«»1  pmvide  for  ciicototion.  filinp,  and  certification  of  petitions. 
nomination  of  candidates,  and  the  recall  election.  If  recall  of  the  Governor  or  Secretary  of 
State  is  initiated,  the  recall  duties  of  that  office  shall  be  performed  by  thp  T  .ipiitRn5ffi|^ 
Governor  or  Controller,  respectively.  A  state  officer  who  is  not  recalled  shall  be 
reimbursed  bv  the  State  for  the  officCT*s  recall  election  expenses  legally  and  personally 
incurred.  Another  recall  may  not  be  initiated  against  the  officer  until  six  months  after  the 
election.  The  Legislature  .shall  provide  for  recall  oflocal  officers.  This  .sectiqn  doe^  not 
affect  counties  and  cities  whose  charters  provide  for  recall. 


Jason  Kandkr 


JAMI  SC.  KiKKl'ATRK  K 
Sl  ATl  INI  OKMATION  Cl  NTl  R 
(573)751  4936 


SKCRE  I  ARY  OF  STA  lt: 

STAi  i:  OF  Missouri 


EucTioNS  Division 
(573)751  2301 


Januar>'  21.  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
JetTerson  City,  MO  65101 


JAN  2  1  ZOff 


STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-106) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  January  17.  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332.  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMl  S  C.  KIRKI'ATRK  K.StATI-  InIORMAI  ION  Cl  NTl  r 
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County  

.  -  Page  

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  ofsection  560.021,  RSMo,  to  the  contrary,  for  a  term  of 
iinprtseititW^  one  y«Bf  in  the  county  jail  or^^  flpej  ftfe}  tf)'^xcp(^d  tfcn  t8(3isand  dollars  or  both,  for  anyone  to  sign  any 

initiative  petition  with  an\'  name  other  than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for Ihe  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  prison  knows,  he  or  she  is  not  a  registered  voter. 

INITlA^^  PETITION 
To  the  H^orsble  Jascm  Kaod^,  Sm^»y  irf'^^te  ^  the  State  ^fWamsmi 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  o«ler 

that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  4th  day  of  November.  2014.  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition;  I 

am  a  registered  voter  of  the  state  of  Missouri  and  County  (orcityof  St  L4tt^};n^  lt|;fafered«^ 

the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  tKg 
lumie* 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATCMl'S  AFFtDAVrT  STATE  OFMISSOURL  COUNTY  OF 


t,^  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(SiKnature) 

DATE 
SIGNED 

REGISl  ERED  VOI  ING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONOR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

«. 

9. 

10. 

11, 

12. 

13. 

14. 

15. 

Signed  this  ipagfi  of  the  foregoing  petition,  and  eiKh  of  them  signed  his  or  her  name  th«^  in  ray  prese»e«^  I  iN^kivt^^ii: 
each  has  stated  his  or  her  name,  registered  voting  adcbess  and  city,  tovm  or  viU^  onvecdy,  ami  ttoet  eadi  signer  is  a 
v^stered  votfx  of  the  state  of  iVlissouii  and  County. 


Signature  of  A  ffiant  Address  of  Affiant 

(Person  obtaining  signatures) 

Subsmbed  and  swam  to  bef<»e  me  thas  day  of  ,  AJD.  201  . 


Notary  Public  (Seal) 


My  commission  expires 


ie&fihe  Mate  efMssmFtihedtksCkmMiakmb^^^ 
ArtickXis  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 


iStection  26.  faV. 


generated  under  Section  27  of  tliis  Mttete        tte        to  »ecltK?e  tfie 


(b)  .  "Reduction  iaclor"  means  the  peiceniage.  rounded  to  the  nearest  tenth  of  one  percent  but  not  less 

"      Tt&  ieaiCK^  tax  collections  by  the  amoiint  iE^tteeted  by  the  aate 

I  in  Seetiaai  27  Df  lMs  Article  ia  attv^iafe  year. 

(c)  .  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

Section  21.  (a).  In  addition  to  all  other  taxes  imposed  on  ciijarettes,  a  special  assessment  of  seventeen 
cents  ($0. 1  7)  per  ji a c k a sjc  o!"  twenty  ('20)  cigarettes  acquired  after  the  effective  date  of  this  amciiclnicnt, 
^all  be  paid  bv  llic  v\  hulcsaici\  and  collected  in  the  same  way  as  other  cij^arcLLc  taxes  bv  the  dcparlinent 
of  leweamre  aiCaml^eet  to  fee  rules  ami  repilatioi^  ipEQB^^rteri  in  connection  tfaCTemtb. 

(b).  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1 )  cent  per  zero  point  zero  one  (.01 )  Huid 
ounces  on  the  distribution  or  sale  of  vapor  product  material.  "Vapor  product  material"  means  a  solution 
e^tfiiifegafe  nicotine  suit^i  ^  Wt  \ti  A  '9&^  tmdmL  **¥vgpor  prodifet*' liiiiify^t^  ij^M^  mt^  as  m 
electronic  cigarette,  that  emrtlovs  a  mechanical  heating  d^eaaaent.  battery,  or  electitm&i^aarcuit.  regardless 
of  shape  or  size,  that  is  intended  to  \aporize  a  liquid  nicotine  solution  for  human  consumption.  This 
special  assessment  shall  be  paid  bv  the  person  who  first  acquires  vapor  product  material  or  vapor  products 
#Hfe#f^  <^  prpduct  matagMlc^  feut  shall  not  apolv  tp  fmailiiiaiepii^  fty  1 

Slat^  Food  and  Dm^  AdaiiMstEaii<m  iia^  V  of  Hie  Food.  Drng  amd  C^banedcaf  Act. 


\misi. 


(c).  In  addition  to  all  other  taxes  imposed  on  tobacco  products,  including  the  special  assessment  in  section 
26(ia)  of  tiiis  article,  an  equity  a^^gfttefft  fee  is  imposed  upon  the  purchase,  storage,  use,  consumption, 
Tiiafidttnjg[,  distribution  or  wholesale  sale  of  non-participating  manufacture  djpigttes  at  the  rate  of 
fifty-five  cents  ($0.55)  per  package  of  twenty  (20)  citiarettes,  which  equity  assessment  fee  shall  he  paid  by 
the  wholesaler,  and  collected  in  the  same  \va\  ay  other  cigarette  taxes  by  the  department  of  revenue  and 
subject  to  the  rules  and  regulatic^ns  promulgated  in  connection  therewith  and  such  additional  rules  and 
regulations  as  the  department  of  revenue  may  prescribe.  "Non-participating  manufacturer"  shall  be  as 
defined  by  law  on  the  effective  date  of  this  amendment.  The  equity  assessment  fee  in  Hms  subsectioil  shall 
be  indexed  to  the  general  price  level  as  defined  in  Section  17  of  this  article. 

(d\  No  person  shall  sell  or  distribute  vapor  product  or  vapor  product  ntaterial  to  myoMW^^M^^&i^ 
18.  and  no  person  under  the^ace  of  la  shall  wnchase  or  possess  such  products  or  material. 

(e).  The  counties  and  political  subdivisions  of  this  slate  shall  not  impose  any  new  or  increased  taafc. 
license,  fee  or  special  assessment  on  the  purchase,  storage,  use.  ee^aa8Biii|i^i&p  fea»i^ift^^^^  ^litiSbution  or 
wholesale  sale  of  vanof  Products  or  vip>r  product  material,  eagcept  as  impo^  on  all  oth^  taxable 
tangible  property. 


te  manufat^Bifiljty 


■&t-  ■aeeess  to  automatic  cigarette 


manufacturing  equipment  to  consumers  shall,  with  respect  IB  ^iffife  cigarette  manufactured.  ISg^emcd  to 

be  a  manufacturer  of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless  the 
consumer  acquires  complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette 
ing  equipment  prior  to  its  use  at  a  place  the  provider  does  not  control. 


JAMI  SC.  KiRKl'A  I  KICK 
S  l  A  TI  INIORMATION  Cl  NTI-K 
I  573) 75 1  4936 


Jason  KAiNdkr 

Six:ri£Tary  oh  State 
State  of  Mlssodki 


A 


1 


r.i.i  (TioNs  Division 
(5731751  2301 


January  21.2014 


The  Honorable  rom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECfciVED 

JAN  2  I  2011 

STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-107) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  January  17.  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332.  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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\±±0 


It  is  a  class  A  misdemeanorpunishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo.  fo  the  corlffary,  for  a  term  of 

imprisonnieni  \w\  lo  exceed  one  year  in  tiic  county  jail  or  a  fine  not  to  exceed  ten  t ho usaii^t)  .dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  iiis  or  her  own,  or  iinowingly  to  sign  his  or  Ji^liaiiib  Inir^  tl^pjoii^     the  same 
measire  fer^  saioe  ^cskm^  orto  ^  9|)<i^4iffiitt«^  a  registered  vtAer. 


T  o  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  Countv'  for  city  ofSt.  I.ouis),  respectfully 

order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  4th  day  of  November.  2014,  andeacilftrhitmelfor  herself  says:  I  have  pers<Mially  signed  this 

petHton;  I  mn  ansgjstered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Loui^;     le^steisd  voting 

city,  town  or  village  in  which  I  live  arc  correctly  written  after  my  name. 


(itesmtr  BAUXDTirnjg  HERE} 


CIRCULATORS  AFFroAVITSrrAmOFMISS0UW,CGUNW  OF  

I,  ^  ,  being  first  dul\'  sworn,  say  (print  or  type  names  of  signers) 


NAML 
(Signature) 

DATf- 
SIGNED 

KliGISi  l-RliU  VOriNG  ADDRi:SS 
(Street)  (City.  1  own  or  Village) 

/IP 
CUDi; 

CONGR. 
DISI. 

1  NAME 

(Printed  or  Typed) 

1. 

I. 

3. 

4. 

5- 

6. 

7. 

8. 

0. 

10. 

It. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of ^em  signed  his  or  her  name  thereto  in  my  presence;  I  bdteve  that 
each  has  stated  his  or  her  name,  registered  voting{MI#»s  and  citv  .  tovm <x-vitl«geeori«^y» and  that  <>a^«|^^ 
regi^red  voter  of  the  state  of  Missouri  and  CounQr. 


i§5gnatine  of  Affiant 
(feijioft  ftbtainin^  signaturesi) 


Address  of  Affiant 


Subsaibed  afid  swotm  to        mt  lliis 


Signature  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


M  If  resolved  by  the  people  of  the  Stale  of  Missouri  that  the  Constitution  be  amended: 

'  two  aew^Uions  la  be  known  as  Sections  26:  and  27. 


1 16    ( a  i.  All  revenues  generated  vmder  Section  27  of  Ms  article  sfadf  be  iKed  tp  geiaEaB?  fl»e 
indii^dnaliaeoBaie  tax  as  figateraoyidedJa  this  SecStkaiM 

(b)  .  "Reduction  factor'  means  the  percentage,  rounded  to  the  nearest  tenth  ol'  one  percent  but  not  less 
than  one  tenth  of  one  percent,  sufficient  to  reduce  tax  collectioiia  b\  inc  amount  collected  by  the  state 
flt)a  tiife  fee^  or  ^saesaifente^  or  iaeataiaed  faiSecitk»i  27  of  tins  Article  in  any  stete  fise^  year. 

(c)  .  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  tlie  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

Action  27.  (a\  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1)  cent  per  zero  point  zero 
one  (.01)  fluid  ounces  on  the  distribution  or  sale  oF\apor  product  material.  "Vapor  product  material" 
means  a  solution  containina  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  product''  means  any 

Gircuit.  regardless  of  shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  for  human 
consumption.  This  special  assessment  shall  be  paid  by  the  person  who  fust  acquires  \apor  product 
material  or  vapor  products  containing  vapor  product  material  in  this  state,  but  shall  not  apply  to 
products  regulated  by  the  United  States  Food  mi&  E^ij^cAdteiMsiaika  binder  Chaotegl?^  @f  tiie  Food. 


(b)  .  No  person  shall  sell  or  distribute  vapor  pniduct  or  \  apor  product  materia!  lo  anyone  under  the  aae 
of  18.  and  no  person  under  the  auc  ol'  I  (S  shall  p'Uiciiasc  vn  po.^^cs.s  .^ucli  products  or  material. 

(c)  .  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax, 
license,  fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or 
wholesale  sale  of  vapor  products  or  vapor  product  material,  except  as  imposed  on  all  other  taxable 


(d)  .  Every  perso n  providing  cigarette  manufacturing  sei-vices  or  access  to  automatic  cigarette 
manufacturing  equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to 

a  maiaiijfaiBttn^  of  efeaiettte  gdld  tb  a  c^tiMia^'^  IJl  fftfpiiii  anie^^  the 
consumer  acquires  complete  and  exclusive  title  to  and  possession  of  the  aatomatic  cigarette 
manufacturing  equipment  prior  to  its  use  at  a  place  the  provider  does  not  control. 

(e)  .  A  non-participating  manufacturer  shall  post  a  bond  in  favor  of  the  state  of  Missouri  if  its  cigarettes 
were  not  sold  in  the  state  during  any  one  of  the  four  preceding  calendar  quarters;  it  or  any  person 

affiliated  with  it  failed  to  make  a  full  and  timely  escrow  deposit  by  law,  unless  the  failure  ^vas  not 
knowing  or  reckless  and  was  promptly  cured  on  notice;  or.  it  or  any  person  afllliated  with  it  was 
removed  from  the  state  directory  of  anv  stalg^ito^ng  any  of  the  five  preceding  calendar  \  cai  s.  imL:  s  the 
removal  vvas  determined  ic^  have  been  erroneous  or  illegal.  Entities  are  affiliated  with  each  other  il  one 
directly,  or  indirectly  through  one  or  more  intermediaries,  controls  or  is  controlled  by  or  is  under 
common  control  with  the  other.  "Non-participating  manufacturer"  shall  be  as  defined  by  law  on  the 
effective  date  of  this  amendment. 


(f)  .  The  bond  required  by  this  amendment  shall  be  posted  at  least  ten  days  in  advance  of  each  calendar 
quarter  as  a  condition  to  the  non-participating  manufacturer  and  its  brand  families  being  included  in  the 
state  directory  for  that  quarter.  The  amount  of  the  bond  shall  be  the  greater  of  (i)  tlie  greatest  required 
^^i^^'^ia^«»sM^^iS&  W&CA  non-participating  iaitfiiiiacturCT  or  its  predecessor  fejf  gi^  ^  lie  twelve 
jaeeeding  calendar  quarters  or  (ii  )  $25.000.  The  bond  shall  be  written  in  favor  of  the  state  of  Missouri 
and  shall  be  conditioned  on  the  performance  bv  the  non-participating  manufacturer  of  all  of  its  duties 
and  obligations  under  this  amendment.  7he  bond  shall  remain  in  effect  for  tw^entv-four  (24)  months 
feom  the  date  pfliifed. 

(g)  .  If  any  non-participating  manufacturer  fails  to  perform  the  duties  and  obligations  on  which  the  bond 
is  conditioned,  the  state  shall  be  authorized  to  execute  on  the  bond,  first  to  recover  any  ainounts  the 
non-participating  manufacturer  failed  lo  place  into  escrow  as  required  bv  this  amendment,  then  to 
reeevBg  p^alties  ffltd  attorney'  fises. 


]AMIS  C.  KlKKl'ATRlC  K 
St  ATI  INIORMATION  Cl  NTl  R 
(5731751  4936 


January  21.  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


Jason  Kandhr 

SECKE  TARY  OF  STATE 

STATE  OF  Missouri 


JAN  2  f  20i4 

STATE  AUDJTOns  OFFICE 


Ei-WTIONS  DlX  lSK  >N 
(573)751  2301 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-108) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  January  1 7.  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  nou  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summar>  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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County 


10 


It  is  a  class  A  misdemeanor  punishable,  notwithstandit^tibiXO'^EAimsilfiS^^  RSlliCW'ftoContwy,  tscuwm^ 

imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  tlioiisntid  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  loiowingly  to  sign  his  or  hcnnan^mor&ihan  once  for  the  same 
xammtt  for  the  sanfe  el«(^.  or  to^gn  «  petitim  wten  swA  peison  koows  l»«r  jtw  wm^ci^^!MA^a6»U'  3^ 


INnmilVE  FETnXON 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri; 


W«f,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully 


order  that  the  following  proposed  law  shall  be  submitted  to  the  votosof  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  lo  be  held  on  the  4th  day  ofNovcmher.  2014.  and  cadi  ftf  himself  or  hcrselfsays:  I  have  personally  signed  this 

petition;  1  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St  Louis);  my  le^stered  voting 

ad(b«ss  and  die  fionift 


(INSERT  BAIXOT  TTTLE  HERE) 

aReULATOR*S  AFFIDAVrr  STATE  OF  KOSSOUiU,  GOUNTY  OF  

t,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(SiKnaiWd 

DATE 

REGlSTERJiD  VO I  ING  ADDRliSS 

ZIP 
GOOE 

CONOR. 
DIST. 

NAME 
(MntedorTVped) 

1. 

2. 

I. 

4. 

5. 

6. 

m. 

% 

9. 

10. 

H. 

12. 

13. 

H. 

15. 

signed  this  page  of  the  fisregoing  petition,  and  each  of  them  signed  his  or  her  nanve  thereto  in  my  presence;  I  l>(88e«MI#>Mft 
each  has  stated  iiis  or  her  name,  registered  voting  address  and  city,  Xam^Kxy^^Wjgi&atPeo&SiSyi^ 
register^  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  zne  tiiis 


Address  of  AfBant 


day  of  _ 


^A.D.20J__. 


Address  ^Notuy 


Notary  Public  (Seal) 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  Stale  of  Missouri  that  the  Constitution  be  amended: 

4ytisclk^fS::immded^ad^a^  t^^      sectiotis  to  be  known  m  Sections  26  and  27, 

Section  26.  <^a^.  All  fevenucs  uenerated  under  Section  27  c>f  this  article  shall  bfe^HBad^te  tsetefe  iife- 
n^xddaal  itiBeeffiae  ttBi:  as  fer^er  tffi&vided  in  this  Sec^<m  2iS, 

(b)  .  "Reduction  factor"  means  the  pcrcentaue.  rounded  to  the  nearest  tenth  ol'onc  percent  but  not  less 
than  one  tenth  of  one  percent,  sulFicient  to  reduce  tax  collections  bv  the  amoimt  collected  bv  the  state 
fteM  the  fees  (tf  msessmei^  ii^       or  iiKai^ised  in^<stiga  27  of  ^hs  Article  in^v  state  fecal  vegr. 

(c)  .  The  existing  rate  of  the  individual  income  tax  shall  be  pemianently  reduced  bv  the  reduction  factor 
eilective  the  immediately  ensuing  tax  year. 

Siection  27.  (a).  In  addition  to  all  other  taxes  imposed  on  cigarettes,  a  special  assessment  of  seventeen 
cents  ($0.17)  per  package  of  twenty  (20)  cigarettes  is  imposed  upon  cigarettes  acquired  by  wholesalers 
alter  the  effective  date  of  this  amendment.  This  assessment  shall  be  paid  by  the  wholesaler  and 
jBol^riba  JeL'ffiisi  iBiff  jgibfeigt  to  tfafe  same  niM  aiid  fegtdatioris.  m  otfaa-  ci|gB'^  tastes 

collected  bv  1^  ieaagftiiieirt 

(b).  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1)  cent  per  zero  point  zero  one  (.01 ) 
fluid  ounces  on  the  distribution  or  sale'df  'W^^irodact  BRrtetM.  *^apor  product  material"  means  a 
solution  containing  nicotine  suitable  For  use  in  a  \  apor  product.  "Vapor  product"  means  any  device, 

such  as  an  electronic  cigarette,  that  employs  a  mechanical  heating  element,  batterv.  or  electronic  circuit, 
regardless  of  shape  or  size,  that  is  intended  lo  \aporizc  a  liquid  nicotine  solution  for  human 
consumption.  This  special  assessment  sluin  ik  |\iki  I'\  ihe  person  who  first  acquires  \apoi  ;">io_duct 
material  or  vapor  products  containing  vapor  product  material  in  this  state,  but  shall  not  apply  lo 
products  regulated  bv  the  United  States  Food  and  Drug  Administration  under  Chapter  V  of  the  Food. 
Drug  and  Cosmetics  Act. 

fc).  M&rp^l0a  shall  sell  or  distribute  vapor  product  or  vapor  product  material  to  anyone  under  thfe  a^ 
of  18.  and  ao  p^n  under  the  age  of  18  shall  purchase  or  possess  such  products  or  material. 

(d)  .  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax, 
j^aifc  m  %&ial  iBsessniaa  on  Hie  titocfaase.  steaa^  use,  eeasutapfii^  !>at^^.^iiibaM  ^ 
witoksale  sale  of  v^)Qr  i«oducts  or  vapor  pcodtict  niaieriitL  except  as  imposed  on  ^1  otbfer  tax^lfe 
tandble  property. 

lali  Iv^  person  providing  dpBri^  manufactua^g  s^^tiBfe  Ha  access  fo  aiaawBt^  ^tga^^ 
manufacturing  equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to 
be  a  mantifacturer  of  cigarettes  sold  to  a  consumer  for  all  puiposes  under  the  law  of  this  state  unless  the 
consumer  acquires  complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette 
manufacturing  equipment  priorl&fease'at  a  place  the  provider  does  not  control. 

(f)  .  A  non-participating  manufacturer  shall  post  a  bond  in  favor  of  the  state  of  Missouri  if  its  cigarettes 
were  not  sold  in  the  state  during  any  one  of  the  four  precedina  calendar  quarters:  it  or  any  person 
affiliated  with  it  failed  to  make  a  full  and  timely  escrow  deposit  by  law,  unless  the  failure  was  not 
knowing  or  reckless  and  was  promptly  cured  on  notice:  or.  it  or  any  person  affiliate  with  it  was 
removed  from  the  state  director\'  of  anv  state  during  anv  of  the  five  preceding  calendar  years,  unless  the 
removal  was  determined  to  have  been  cn-oneous  or  illegal.  Entities  are  affiliated  with  each  other  if  one 
directly,  or  indirectly  through  one  or  more  intermediaries,  controls  or  is  controlled  by  or  is  under 
p^wnwiiiiir^^Hli  ilM^^^^^^^^^  *^icHB^pgi1id^>a^  mffliufestupM^  shflll  bs  M  iiiBited  bv  law  oh  ifee 
eflfectiveiMe  of  ttiis  amenchn^ 

(g)  .  The  bond  required  by  this  amendment  shall  be  posted  at  least  ten  days  in  advance  of  each  calendar 
quarferaga  emidition  to '^non-participating  manufacturer  and  its  brand  families  being  included  in  the 
istate  directory  for  that  quarter.  The  amount  of  the  bond  shall  be  the  greater  of  (i)  the  greatest  required 
^CTOW  amount  due  from  the  non-participating  manufacturer  or  its  predecessor  for  anv  of  the  twelve 
iMBCeding  calendar  quarters  or  (ii)  $25.000.  The  bond  shall  be  written  in  favor  of  the  state  of  Missouri 
and  shall  be  coraaiwle^' op  ttle  ptrfonn  bv  the  non-participating  manufacturer  of  all  of  its  duties 
and  obligations  under  tMs  am^idiaemt  Hie  bmid  ^tuall  teamn  in  cfEsi^  fer  twMitv->feMr  (24)  momfe 
ftom  the  date  posted. 

fh).  If  any  ttott-partici  paling  niau.K,.\uLa  fails  lo  perform  the  duties  and  obll^ons  on  which  the  bond 
is  conditioned,  the  state  shall  be  authorized  to  execute  on  the  bond,  first  to  recover  anv  amounte  the 
non-participating  manufacturer  failed  to  place  into  escrow  as  required  bv  tMs  amendmeot  tiien  to 
recover  penalties  and  attorneys'  fees. 


Jason  Kandhr 


JAMI  SC.  KlK-Kl'M  KICK 
STATI  INIOIUIATION  Cl'NTl-K. 
(573)751-4936 


Secketaky  of  State 
STATi-  oi-  Missouri 


Ei.icrnoNs  Division 
(573)751  2301 


Januar\  21.  2014 


RECbiVED 

JAN  2 1  20n 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


STATE  AUDITORS  OFFICc 


Jefferson  City,  MO  65 101 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-109) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  January  17,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  \  ou  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332.  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


JAMI  S  C.  KIRKI'ATRK  KSTATI  INI-ORMATION  Ci  MTl  R 

600  VV.  Main  Stki     •  Ji-.i  i  i.icsoN  c:rrv  65 101 
Aii.vt;Nivn<Anv!-  M'l.i-.s  •  lii.'SixK.<sSi-.RVi<'h.-i  •  hLhrnoss  •  I'i-bikm'ion-s  •  sm  uhitiks  •  S'lA'iv  Am  rnvi-s  •  SiAVi  l.:miAn.v  •  Wi)Li-Ni-s.L;sii/MiY 


Coua^ 

Pn-f:^frn  

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 ,  RSMo,  to  Tfie  contran-.  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousan(f  fl^Ua^s' ^ojh,  fonaBvoa^to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  niore  than  onWftfSb  sttBtlB 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  kiiow§  he  or  she  is  not  a  registered  y/Sgi^^y 

lAlb 


INniATIVE  PETITION 

to  i^e  H<»)£H^^  iie»ii  Kiaa^  SixiRiny  of  Sttte  M^  Stated 


County  (or  dty  c^MJEemis),  respectfully  order 


that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  1  have  personally  signed  this  petition;  1 

mtM^eS0!ll!mSii^^^3SS^^   County  (or  city  of  St.  Louis);  my  r^stered  voting  address  and 

the  name  cfWs      IC^  dr Vifla^  lia  affea^n^ 
name. 


mmijmm&  mmmn  sfKm  op  wtssofURi,  county  of  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

X 

3- 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  ofthe  foregoing  petilioii,  and  each  of  them  signed  his  or  her  name  thereto  in  niy  presence;  I  believe  that 
eacb  li^  ;!^^^       be^tusn^            voting  adtfa^  and  ^«  town  or  yilliige  esotmstty,  and  that  eadi  signtir  is  a 
iSBgistered  viofte*  oMe  istete  of  Missoim  «id  QmSy, 


.irc  of  Afllaiit 
CPerson  obtaining  signatures) 

Subscsnbed  ayDbd  sworn  to  before  ine  tlris 


Si^ature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Be  UmsoiviBdj^^piiiB^  of^  iSkM  efMssowi  timt  0at  Cimamutum  be  ammded: 

Article  X is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and 27. 

Section  26.  AM  pevaiaies  generated  under  Section  27  frf^this  tw^ftte  ^ihall  used  to  liednce  d» 
iildivldiidifleetme  tax  as  fiaflwr  ttfpvided  in  this  Sectioii  26. 

(b)  .  "Reduction  factor"  means  the  percentage,  rounded  to  the  nearest  tenth  of  one  percent  but  not  less 
than  one  tentfi  of  one  nenetiL  adSi^  to  w&ce  tax  cofe^ons  bv  the  amount  collected  bv  tfae  mB 
fiom  the  fe«t  far  assessiafente  imftifeed  <>f  g»i«i^^Merfin  Suctinn  TJ  «F  riiis  ArripJa  in  «ttv  i^afe  fiscal  veaf. 

(c)  .  The  existing  rate  of  the  individual  income  lax,  shall  b&peimanentiy  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

Section  27.  (a).  In  addition  to  all  other  taxes  imposed  on  cigarettes,  an  equity  assessment  fee  is  imposed 
upon  the  purchase,  slorajzc  use,  consumption,  handling,  distribution  or  wholesale  sale  of  non- 
participating  manufacturer  cigarettes  at  the  rate  of  fifty-five  cents  ($0.55)  per  package  of  twenty  (20) 
cigarettes,  which  equit\  assessment  fee  shall  be  paid  bv  the  wholesaler,  and  collected  in  the  same  way  as 
other  cigarette  taxes  hv  the  department  of  revenue  and  subject  to  the  rules  and  ret-'ulations  promulgated  in 
connection  therewith  and  such  additional  rules  and  regulations  as  the  department  of  revenue  may 
prescribe.  "Non-participating  manufacturer"  shall  be  as  defined  bv  law  on  the  effective  date  of  this 
amenatnait.  The  equity  assessm<«lt  feft  ki  this  snlafteaiflii  ^1  be  indeaced  to  the  i^ict^  price  level  as 
defined  in  Seetma  17  of  this  article. 

(h).  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  ( 1 )  cent  per  zero  point  zero  one  (.01)  fluid 
ounces  on  the  distribution  or  sale  of  vapittPlieiiBfet  material.  "Vapor  produ^  iM»aial"  means  asajotion 
containing  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  product"  means  any  device,  such  as  an 
electronic  cigarette,  that  employs  a  mechanical  heating  element,  battery,  or  electronic  circuit,  regardless 
of  shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  for  human  consumption.  I  his 
special  assessment  diall  be  paid  bv  the  person  who  first  acqiffipi»  vapor  product  tnaterial  or  vapor  products 
containing  vapor  product  material  in  this  state,  but  shall  not  apply  to  products  regulated  bv  the  Unltyi 
States  Food  and  Druy  Administration  under  Chapter  V  of  the  Food.  Druy^and  Cosmetics  Act. 

(c)  .  No  person  shall  sdi  CiMiliStribute  vapor  product  or  vapor  product  material  to  anyone  under  the  aue  of 
18.  and  no  peiison  uada:  the  anfe  of  l&  shgll  pirrfwue  or  possess  ^h  products  or  m^al  . 

(d)  .  The  counties  and  ptililical  subdi\ isidns  of  iliis  slate  shall  not  impose  an\  new  or  increased  tax, 
license,  fee  or  ^peelal  a.-..ses.snieni  on  iiie  jniieiiasc.  storage,  use,  consumption,  handling,  distribution  or 
wholesale  sale  of  rapm  ptwtocts  or  vapor  product  majerial,  ei^cept  as  imposed  on  all  otiicr  taxable 

taiwff  i^^'v^ffy 

(e)  .  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  ciffrette 
manufacturing  equipment  to  consumers  shalL  with  respect  to  each  cif^arette  t^miami^i^Baiii  ^e'diiBeiWed  to 

he  a  manufacturer  of  ciLinretlcs  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless  tile 
consumer  acquires  com|-)lele  and  exclusive  title  to  and  jiossession  of  the  automatic  cigarette 
manufacturing  equipmeiu  prior  to  its  use  at  a  place  the  provider  does  not  control. 
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JAMI  SC.  KjRKl'AraiCK 
STA'I  I-  iNlOKJMATiON  Cl-NTl-.K 
(573) 751  4936 


Jason  Kandhr 

Secretary  of  State 
State  of  Missoi'ri 


El  l  (TIONS  DlN'ISION 

(573) 751  2301 


January  27.  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECfcfVED 

JAN  2  7  2014 

STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-1 10) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  January  24,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


Jam)  sC.  KiRKrATRiCKSrATi  Iniormation  Ci  nti  r 
600  W.  Mai.nj  Stri;i:t  •  Jia-M:RS()N  City  65 10 1 

AIIMI.VISTHA  I  IVI-,  Rl'U-.S  •  Hl'.SiM-.S.S  St-iWll  IS  •  hl.l-.l  HONS  •  I'lmLICA'l  lOXS  •  SKCl'lirnh.'i  •  STATl- Alien m-.S  •  S'1A1>,  LIHIIAHY  •  WOH-S>  Hl.IHHAHY 


R-1  lO 


•n 


County 
Page  


Rrr:t.!V:. 

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fme  not  toiex^eejc^  t«iH|iousand  ^11^  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  fo^sign  nis  or'her  name  more  than  once  for  the  same  mea 
for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she ^.not  a  registered  voter. 


measure 


INITIATIVE  JPETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully  order  that 


the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a 

registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name 

of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF . 


_,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONGR 
DIST. 

NAME 
(Printed  or  Typed) 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

n. 

12, 

13. 

14. 

15. 

;igned  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
las  stated  his  or  her  name,  registered  voting  address  and  city,  tovm  or  village  correctly,  and  that  each  signer  is  a  registered 
'oter  of  the  state  of  Missouri  and  County. 


>ignature  of  Affiant 

(Person  obtaining  signatures) 

Jubscribed  and  sworn  to  before  me  this 


Address  of  Affiant 


day  of 


,  A.D.  201 


Signature  of  Notary 


Address  of  Notary 


'Jotary  Public  (Seal) 


My  commission  expires 


L 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  X is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 

Section  26.  (a).  All  revenues  generated  under  Section  27  of  this  article  shall  be  used  to  reduce  the  individual 
income  tax  as  further  provided  in  this  Section  26. 

(h).  "Reduction  factor"  means  the  percentage  rounded  to  the  nearest  tenth  of  one  percent,  but  not  less  than 
one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  collected  by  the  state  from  the 
fees  or  assessments  imposed  or  increased  in  Section  27  of  this  Article  in  any  state  fiscal  year  in  excess  of  the 
amount  collected  by  the  state,  in  the  immediately  preceding  state  fiscal  year,  from  the  fees  or  assessments 
imposed  or  increased  in  Section  27  of  this  Article. 

(c).  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

I 

Section  27.  (a).  In  addition  to  all  other  taxes  imposed  on  cigarettes,  a  special  assessment  of  seventeen  cents 
($0.17)  per  package  of  twenty  (20)  cigarettes  acquired  after  the  effective  date  of  this  amendment,  shall  be 
paid  by  the  wholesaler,  and  collected  in  the  same  way  as  other  cigarette  taxes  by  the  department  of  revenue 
and  subject  to  the  rules  and  regulations  promulgated  in  connection  therewith. 

(b)  .  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1)  cent  per  zero  point  zero  one  (.01)  fluid 
ounces  on  the  distribution  or  sale  of  vapor  product  material.  "Vapori  product  material"  means  a  solution 
containing  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  product"  means  any  device,  such  as  an 
electronic  cigarette,  that  employs  a  mechanical  heating  element,  batteijv,  or  electronic  circuit,  regardless  of 
shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  fbr  human  consumption.  This  special 
assessment  shall  be  paid  by  the  person  who  first  acquires  vapor  product  material  or  vapor  products 
containing  vapor  product  material  in  this  state,  but  shall  not  apply  to  prjjducts  regulated  by  the  United  States 
Food  and  Drug  Administration  under  Chapter  V  of  the  Food.  Drug  and  (Cosmetics  Act. 

(c)  .  In  addition  to  all  other  taxes  imposed  on  tobacco  products,  including  the  special  assessment  in  section 
26(a)  of  this  article,  an  equity  assessment  fee  is  imposed  upon  the  purchase,  storage,  use,  consumption, 
handling,  distribution  or  wholesale  sale  of  non-participating  manufacturer  cigarettes  at  the  rate  of  fifty- 
five  cents  ($0.55)  per  package  of  twenty  (20)  cigarettes,  which  equityi  assessment  fee  shall  be  paid  by  the 


wholesaler,  and  collected  in  the  same  way  as  other  cigarette  taxes  by  the  department  of  revenue  and  subject 


to  the  rules  and  regulations  promulgated  in  connection  therewith  and  sufch  additional  rules  and  regulations  as 
the  department  of  revenue  may  prescribe.  "Non-participating  manufacturer"  shall  be  as  defined  by  law  on  the 
effective  date  of  this  amendment.  The  equity  assessment  fee  in  this  subsection  shall  be  indexed  to  the 
general  price  level  as  defined  in  Section  17  of  this  article. 

(d)  .  No  person  shall  sell  or  distribute  vapor  product  or  vapor  product  material  to  anyone  under  the  age  of  18, 
and  no  person  imder  the  age  of  1 8  shall  purchase  or  possess  such  products  or  material. 

(e)  .  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax,  license, 
fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  sale 
of  vapor  products  or  vapor  product  material,  except  as  imposed  on  all  other  taxable  tangible  property. 

(f)  .  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette  manufacturing 
equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to  be  a  manufacturer 
of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless  the  consumer  acquires 
complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette  manufacturing  equipment  prior  to 
its  use  at  a  place  the  provider  does  not  control. 


JAMI  S  C.  Kll<K.l'ATRI(  K 
STATI  INI  ORMAI  ION  Cl.NTl.R 
(573)751  4936 


jASOxN  KANDHR 
Secretary  of  State 
S  TA  iT.  oi-  Missouri 


Elktions  Division 
(573)751  2301 


January  27.  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


JAN  2  7  2014 

STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-1 1 1) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  January  24.  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 

Sincerely, 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMl  S  C.  KlRKl'ArRICKSTATl-.  iNl-ORM.VriON  Cl  NTl  R 

600  W.  Main  Stri.it  •  Ji.m-i.rson  City  65 101 
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County 
Page  


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrairy!,  iFor  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fme  not  to  exceed  ten  thousand  ^pilars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  na&i^iopilV       once  f^r-the^ame 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter.    -  '-' ' 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


60'..  • 


J  -  .»  

STATE 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully 


order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this 

petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting 

address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 

CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 


Address  of  Affiant 


day  of 


A.D.  201 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  X  is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 

Section  26.  (a).  All  revenues  generated  under  Section  27  of  this  article  shall  be  used  to  reduce  the 
individual  income  tax  as  further  provided  in  this  Section  26. 

("b).  "Reduction  factor"  means  the  percentage  rounded  to  the  nearest  tenth  of  one  percent,  but  not  less 
than  one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  collected  by  the  state 
from  the  fees  or  assessments  imposed  or  increased  in  Section  27  of  this  Article  in  any  state  fiscal  year  in 
excess  of  the  amount  collected  by  the  state,  in  the  immediately  preceding  state  fiscal  year,  from  the  fees 
or  assessments  imposed  or  increased  in  Section  27  of  this  Article. 

(c).  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

Section  27.  (a).  In  addition  to  all  other  taxes  imposed  on  cigarettes,  a  special  assessment  of  seventeen 
cents  ($0.17)  per  package  of  tvyenty  (20)  cigarettes  is  imposed  upon  cigarettes  acquired  by  wholesalers 
after  the  effective  date  of  this  amendment.  This  assessment  shall  be  paid  by  the  wholesaler  and 
collected  in  the  same  way,  and  subject  to  the  same  rules  and  regulations,  as  other  cigarette  taxes 
collected  by  tlie  department  of  revenue. 

(b)  .  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  d)  cent  per  zero  point  zero  one  (".01) 
fluid  ounces  on  the  distribution  or  sale  of  vapor  product  material.  "Vapor  product  material"  means  a 
solution  containing  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  product"  means  any  device, 
such  as  an  electronic  cigarette,  that  employs  a  mechanical  heating  element,  battery,  or  electronic  circuit, 
regardless  of  shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  for  human 
consumption.  This  special  assessment  shall  be  paid  by  the  person  who  fu'st  acquires  vapor  product 
material  or  vapor  products  containing  vapor  product  material  in  this  state,  but  shall  not  apply  to 
products  regulated  by  the  United  States  Food  and  Drug  Administration  under  Chapter  V  of  the  Food, 
Drug  and  Cosmetics  Act. 

(c)  .  No  person  shall  sell  or  distribute  vapor  product  or  vapor  product  material  to  anyone  under  the  age 
of  1 8,  and  no  person  under  the  age  of  1 8  shall  purchase  or  possess  such  products  or  material. 

(d)  .  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax, 
license,  fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or 
wholesale  sale  of  vapor  products  or  vapor  product  material,  except  as  imposed  on  all  other  taxable 
tangible  property. 

(e)  .  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette 
manufacturing  equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to 
be  a  manufacturer  of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless  the 
consumer  acquires  complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette 
manufacturing  equipment  prior  to  its  use  at  a  j)lace  the  provider  does  not  control. 

(f)  .  A  non-participating  manufacturer  shall  post  a  bond  in  favor  of  the  state  of  Missouri  if  its  cigarettes 
were  not  sold  in  the  state  during  any  one  of  the  four  preceding  calendar  quarters:  it  or  any  person 
affiliated  with  it  failed  to  make  a  full  and  timely  escrow  deposit  by  law,  unless  the  failure  was  not 
knowing  or  reckless  and  was  promptly  cured  on  notice:  or,  it  or  any  person  affiliated  with  it  was 
removed  from  the  state  directory  of  any  state  during  any  of  the  five  preceding  calendar  years,  imless  the 
removal  was  determined  to  have  been  erroneous  or  illegal.  Entities  are  affiliated  with  each  other  if  one 
directly,  or  indirectly  through  one  or  more  intermediaries,  controls  or  is  controlled  by  or  is  under 
common  control  with  the  other.  "Non-participating  manufacturer"  shall  be  as  defined  by  law  on  the 
effective  date  of  this  amendment. 

(g)  .  The  bond  required  by  this  amendment  shall  be  posted  at  least  ten  days  in  advance  of  each  calendar 
quarter  as  a  condition  to  the  non-participating  manufacturer  and  its  brand  families  being  included  in  the 
state  directory  for  that  quarter.  The  amount  of  the  bond  shall  be  the  greater  of  (i)  the  greatest  required 
escrow  amount  due  from  the  non-participating  manufacturer  or  its  predecessor  for  any  of  the  twelve 
preceding  calendar  quarters  or  (ii)  $25,000.  The  bond  shall  be  written  in  favor  of  the  state  of  Missouri 
and  shall  be  conditioned  on  the  performance  by  the  non-participating  manufacturer  of  all  of  its  duties 
and  obligations  under  this  amendment.  The  bond  shall  remain  in  effect  for  twenty-four  (24)  months 
from  the  date  posted. 

(h)  .  If  any  non-participating  manufacturer  fails  to  perform  the  duties  and  obligations  on  which  the  bond 
is  conditioned,  the  state  shall  be  authorized  to  execute  on  the  bond,  first  to  recover  any  amounts  the 
non-participating  manufacturer  failed  to  place  into  escrow  as  required  by  this  amendment,  then  to 
recover  penalties  and  attorneys'  fees. 


Jason  Kandhr 


JAMI  S  C.  KlRKPATRICK 
STATI  INI  OIUIATION  Cl  NTl.K. 
(573) 751  4936 


Secretary  of  state 
State  oe  Missouri 


Ei.i.cTioNs  Division 
(573)751  2301 


January  27,  2014 


JAN  2  7  20,4 


The  Honorable  Tom  Schweich 
State  Auditor 


State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-1 12) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  January  24,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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County 


I  \  ^  -  ■■  ■  ■ 

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  forjalerm  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  do^BK  MlBo^fofanyOTe  ro-sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowiugly  to  sign  his  or  her  nSme  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter,  , 

INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and   County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a 

registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St  Louis);  my  registered  voting  address  and  the  name 

of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my 
name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONOR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

'.igned  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  diat  each 
las  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
'oter  of  the  state  of  Missouri  and  County. 


Jignature  of  Affiant  Address  of  Affiant 

(Person  obtaining  signatures) 

Jubscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  201  . 

Sigpaature  of  Notary  Address  of  Notary 

Notary  Public  (Seal)  My  commission  expires 


/ 

Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  X is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 

Section  26.  (a).  All  revenues  generated  under  Section  27  of  this  article  shall  be  used  to  reduce  the  individual 
income  tax  as  further  provided  in  this  Section  26. 

(b)  .  "Reduction  factor"  means  the  percentage  rounded  to  the  nearest  tenth  of  one  percent,  but  not  less  than 
one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  collected  by  the  state  from  the 
fees  or  assessments  imposed  or  increased  in  Section  27  of  this  Article  in  any  state  fiscal  year  in  excess  of  the 
amount  collected  by  the  state,  in  the  immediately  preceding  state  fiscal  year,  from  the  fees  or  assessments 
imposed  or  increased  in  Section  27  of  this  Article. 

(c)  .  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

Section  27.  (a).  In  addition  to  all  other  taxes  imposed  on  cigarettes,  an  equity  assessment  fee  is  imposed 
upon  the  purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  sale  of  non-participating 
manufacturer  cigarettes  at  the  rate  of  fifty-five  cents  ($0.55)  per  package  of  twenty  (20)  cigarettes,  vyhich 
equity  assessment  fee  shall  be  paid  by  the  wholesaler,  and  collected  in  the  same  way  as  other  cigarette  taxes 
by  the  department  of  revenue  and  subject  to  the  rules  and  regulations  promulgated  in  connection  therewith 
and  such  additional  rules  and  regulations  as  the  department  of  revenue  may  prescribe.  ''Non-participating 
manufacturer"  shall  be  as  defined  by  law  on  the  effective  date  of  this  amendment.  The  equity  assessment  fee 
in  this  subsection  shall  be  indexed  to  the  general  price  level  as  defined  in  Section  17  of  this  article. 

(b)  .  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1)  cent  per  zero  point  zero  one  (.Ol)  fluid 
ounces  on  the  distribution  or  sale  of  vapor  product  material.  "Vapor  product  material"  means  a  solution 
containing  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  product"  means  any  device,  such  as  an 
electronic  cigarette,  that  employs  a  mechanical  heating  element,  battery,  or  elecfronic  circuit,  regardless  of 
shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  for  human  consumption.  This  special 
assessment  shall  be  paid  by  the  person  who  first  acquires  vapor  product  material  or  vapor  products 
containing  vapor  product  material  in  this  state,  but  shall  not  apply  to  products  regulated  by  the  United  States 
Food  and  Drug  Administration  under  Chapter  V  of  the  Food.  Drug  and  Cosmetics  Act. 

(c)  .  No  person  shall  sell  or  distribute  vapor  product  or  vapor  product  material  to  anyone  under  the  age  of  18. 
and  no  person  under  the  age  of  18  shall  purchase  or  possess  such  products  or  material. 

(d)  .  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax,  license, 
fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  sale 
of  vapor  products  or  vapor  product  material,  except  as  imposed  on  all  other  taxable  tangible  property. 

(e)  .  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette  manufacturing 
equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to  be  a  manufacturer 
of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless  the  consumer  acquires 
complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette  manufacturing  equipment  prior  to 
its  use  at  a  place  the  provider  does  not  control. 


Jason  Kandhr 


JAMI  S  C.  KlKKPATKU  K 

Stati  INIOKMATION  Ci;nti:k. 
(573)751  4936 


Secretary  of  State 
State  oe  Missouri 


El  l  ( TioNS  Division 
(573)751  2301 


Januar>'27,  2014 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


20H 


Jefferson  City.  MO  65101 


RE:      Petition  approval  request  from  Marc  Eilinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-113) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Eilinger  on  Januarj'  24,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summar>  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMi  sC.  KiKKi-ATRK  K  Stati-.  Iniormation  Ci  nti  r 
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County 
Page  


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021 ,  RSMo,  td  tjie  tdkryr^;  f(brl  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  nam^jjjppr^  ithptt)(jipce|f ^j^e 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registe'ted  vSler. 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  


County  (or  city  of  St.  Louis),  respectfully 


order  that  the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the 
general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this 

petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting 

address  and  the  name  of  the  city,  town  or  village  in  which  1  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 

CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 


Address  of  Affiant 


day  of 


,  A.D.  201 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  X  is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and 27. 

Section  26.  (aV  All  revenues  generated  under  Section  27  of  this  article  shall  be  used  to  reduce  the 
individual  income  tax  as  further  provided  in  this  Section  26. 

(b)  .  "Reduction  factor"  means  the  percentage  rounded  to  the  nearest  tenth  of  one  percent,  but  not  less 
than  one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  collected  by  the  state 
from  the  fees  or  assessments  imposed  or  increased  in  Section  27  of  this  Article  in  any  state  fiscal  year  in 
excess  of  the  amount  collected  by  the  state,  in  the  immediately  preceding  state  fiscal  year,  from  the  fees 
or  assessments  imposed  or  increased  in  Section  27  of  this  Article. 

(c)  .  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

Section  27.  Ta).  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1)  cent  per  zero  point  zero 
one  (.on  fluid  ounces  on  the  distribution  or  sale  of  vapor  product  material.  "Vapor  product  material" 
means  a  solution  containing  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  product"  means  any 
device,  such  as  an  electronic  cigarette,  that  employs  a  mechanical  heating  element,  battery,  or  electronic 
circuit,  regardless  of  shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  for  human 
consumption.  This  special  assessment  shall  be  paid  by  the  person  who  first  acquires  vapor  product 
material  or  vapor  products  containing  vapor  product  material  in  this  state,  but  shall  not  apply  to 
products  regulated  by  the  United  States  Food  and  Drug  Administration  under  Chapter  V  of  the  Food. 
Drug  and  Cosmetics  Act. 

Vo).  No  person  shall  sell  or  distribute  vapor  product  or  vapor  product  material  to  anyone  under  the  age 
of  18,  and  no  person  under  the  age  of  18  shall  purchase  or  possess  such  products  or  material. 

ic).  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax, 
license,  fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or 
wholesale  sale  of  vapor  products  or  vapor  product  material,  except  as  imposed  on  all  other  taxable 
tangible  property. 

(d)  .  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette 
manufacturing  equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to 
be  a  manufacturer  of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  vmless  the 
consumer  acquires  complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette 
manufacturing  equipment  prior  to  its  use  at  a  place  the  provider  does  not  control. 

(e)  .  A  non-participating  manufacturer  shall  post  a  bond  in  favor  of  the  state  of  Missouri  if  its  cigarettes 
were  not  sold  in  the  state  during  any  one  of  the  four  preceding  calendar  quarters:  it  or  any  person 
affiliated  with  it  failed  to  make  a  full  and  timely  escrow  deposit  by  law,  unless  the  failure  was  not 
knowing  or  reckless  and  was  promptly  cured  on  notice:  or,  it  or  any  person  affiliated  with  it  was 
removed  from  the  state  directory  of  any  state  during  any  of  the  five  preceding  calendar  years,  unless  the 
removal  was  determined  to  have  been  erroneous  or  illegal.  Entities  are  affiliated  with  each  other  if  one 
directly,  or  indirectly  through  one  or  more  intermediaries,  controls  or  is  controlled  by  or  is  under 
common  control  with  the  other.  "Non-participating  manufacturer"  shall  be  as  defined  by  law  on  the 
effective  date  of  this  amendment. 

(f)  .  The  bond  required  by  this  amendment  shall  be  posted  at  least  ten  days  in  advance  of  each  calendar 
quarter  as  a  condition  to  the  non-participating  manufacturer  and  its  brand  families  being  included  in  the 
state  directory  for  that  quarter.  The  amount  of  the  bond  shall  be  the  greater  of  (i)  the  greatest  required 
escrow  amount  due  from  the  non-participating  manufacturer  or  its  predecessor  for  any  of  the  twelve 
preceding  calendar  quarters  or  (ii)  $25.000.  The  bond  shall  be  written  in  favor  of  the  state  of  Missouri 
and  shall  be  conditioned  on  the  performance  by  the  non-participating  manufacturer  of  all  of  its  duties 
and  obligations  under  this  amendment.  The  bond  shall  remain  in  effect  for  twenty-four  (2A')  months 
from  the  date  posted. 

(g)  .  If  any  non-participating  manufacturer  fails  to  perform  the  duties  and  obligations  on  which  the  bond 
is  conditioned,  the  state  shall  be  authorized  to  execute  on  the  bond,  first  to  recover  any  amounts  the 
non-participating  manufacturer  failed  to  place  into  escrow  as  required  by  this  amendment,  then  to 
recover  penalties  and  attorneys'  fees. 


Jason  Kandhr 


JAMI  S  C.  KjaKl'ATRK  K 
STAT1-;  INI-ORMATION  Cl  NTlvR 
(573)751  4936 


Seciu£TARY  oi  S  tate 
State  oe  Missouri 


ELEcmoNS  Division 
(573)751  2301 


January  28,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


BECtlVED 


JAN  2  8  im 

STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Tony  Nenninger  regarding  a  proposed  constitutional  amendment 
to  Article  I  (2014-1 14) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Tony  Nenninger  on  January  27, 2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summar>  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMi-.sC.  Kirki'Atrjc:kSta  i  I  Imoraiation  Cl  nti  k. 
600  W.  Main  Stiu.it  •  Ji  i  ilk-son  City  65 101 

ADMINl.Vl  RA  TlVh  Rl'U-.S  •  Hl.:SI.Nl--<.S  Sl-.&VlChS  •  hLhCi  ID.SS  •  ri'BLK  Al  lOSS  •  Si  <  lUJ  i  11-.S  •  S  l  Al >.  AlUUIIVKS  •  S  l  Al  h  LIBRARY  •  WOLtNt.R  LIHRARY 


Sincerely, 


County  ppQr:[Vr[l 
Page  No.      '   ' 

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  Section  560.02 1  R.S.IS4oijto.tt>q  opRtra^^foK?  fegn  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  doilOTs  or  n6W,  fiDr  an^bneVo  sign  any  initiative 
petition  with  any  name  other  than  his  own,  or  knowingly  to  sign  his  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to 
sign  a  petition  when  he  knows  he  is  not  a  registered  voter.  /    J    i        •  -  . 

■f  '  ■'-  '    „•-  • 

IN ITI ATI VE  PETITION  '     '  ' ' ' ' 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 

We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  City  of  St.  Louis),  respectfully  order 

that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  6"'  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed 

this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  City  of  St.  Louis);  my  street  address  and  the 

name  of  the  city,  town,  or  village  in  which  I  live  are  correctly  written  after  my  name. 

Shall  the  Missouri  Constitution  be  amended  to: 

OFFICIAL  BALLOT  TITLE,  LANGUAGE,  AND  FISCAL  NOTE  WILL  BE  PUT  HERE 


CIRCULATOR'S  AFFIDAVIT 
STATE  OF  MISSOURI,  COUNTY  OF  


I,  ,  being  first  duly  sworn,  say 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTrNG  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONGR 
DIST 

NAME 
(Printed  or  Typed) 

1 

2 

3 

T 

4 

5  , 

fa   ,  •  

6 

7 

8 

9 

10 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  stated  his 
or  her  name,  registered  voting  address,  and  city,  town,  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri 
and   County. 


Signature  of  Affiant  (person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  ,  A.D. 

Notary  Public  (Seal)  Signature  of  Notary 
My  commission  expires:    


Address  of  Notary 


1^1 


1e  il  resolved  by  the  people  of  the  Slate  of  Missouri  thai  the  Constitution  be  amended: 
)ne  new  section  is  adopted  to  be  known  as  Article  I,  Section  3S(a)  and  to  read  as  rollows 


.  The  purpose  of  this  section  is  to  legalize,  regulate,  and  tax  the  use  of  manmana  for  medical  and  adull  recreational  purposes  and  to  regulate  maniuana  separately 

from  apncullural  and  industrial  producuon  of  cannabis  hemp 
 The  neonle  of  Ihe  Stale  of  Miiaoufi  intend  that  this  seclioii  ;uid  the  njics  re2ulalion.s  and  law.s  pmmulyn^ffll  fflnil  ffll^ctcd  pursuant  to  Ihis  section  will 

( 1 1  Guarantee  the  nyht  of  all  paiicnls  with  a  medical  condition  to  use  medical  maniuana  when  a  health  care  provider  licensed  to  prescribe  medications  advises  that  such  use  may 

provide  a  medicai  benefit  to  them. 

f  ii)  fiinrantee  the  right  of  farmers  and  businesses  to  produce  and  manufacture  cannabis  hemp  and  products  made  from  cannabis  hemp. 

r3^  Guarantee  the  right  of  persons  over  2 1  vears  of  aee  to  enyaee  in  use,  possession,  production,  intrastate  Iransportalion.  and  distribution  of  marihuana,  subiecl  to  reasonable 

regulations  by  sMc  govtmnwnt  ptirsuant  tp  ihi;  ?e<:|jQn. 

(4>  Expunge  all  government  records  of  reduce  the  punishmenis  for,  and  restore  the  civil  status  of  prior  marijuana  law  offenders. 
(51  Promote  vital  stale  interesLs  in  regulation  of  the  sale  and  dislribulion  of  maniuana  in  order  lo 

(al  Prevent  illegal  underage  use  of  marijuana  and  orcveni  maniuana  advertising  from  being  targeted  al  underage  persons: 

{h\  Maintain  an  orderly  marketplace  composed  of  stale-licensed  mariiuana  producers,  distnbulors.  and  retailers. 

(cl  Raise  lax  revenue  from  the  production  and  sale  of  maniuana  and  allocate  such  revenue  for  stale  and  local  law  enforcement  and  firefighter  pensions  and 

retirement  plans,  elementary,  secondary,  and  higher  education,  the  cities  and  counties  of  this  slate,  mental  health  and  substance  abuse  programs,  and  for  the  purposes  of 

enforcing  regulations  upon  the  sale  and  distribution  of  marijuana  aulhonzed  bv  this  section. 

(dl  Prevenl  revenue  from  the  sale  of  mariiiinpf  ftflm  ^ing  In  criminal  cnierpnses.  gangs,  and  cartels. 

i&\  Preveni  violence  and  the  illegal  use  of  firearms  in  the  cultivation  and  distribuuon  of  maniuana. 

(f)  Prevenl  mar'f"»n«  t».l«t>d  aciivilics  thai  are  legal  under  Mate  law  from  being  used  as  a  cover  or  pretext  for  other  illegal  activity 
(gl  Prevenl  illegal  diversion  of  maniuana  into  or  from  this  stale  or  onto  federal  property. 

(hi  Prevenl  driving,  operaiine  dangerous  machinery,  and  performing  importanl  tasks  while  impaired  by  maniuana: 
(i>  Prevent  illegal  grow  ing  of  maniuana  on  public  lands. 

<|l  Pi^Mmff  thB  federal  government  to  have  faith  in  the  states'  ability  to  eliminate  the  problems  associated  with  uncontrolled  criminal  manufacture,  production,  delivery. 
and  PPS5658ion  gf  |nari|uana 

.  Unless  the  conlexl  clearly  indicates  otherwise,  as  u.sed  m  this  sectioa  the  following  terms  have  Ihe  following  meanings 

( I  >  "Consumer"  means  an  individual  who  purchases,  acquires,  owns,  holds,  or  uses  marijuana,  maniuana  produds.  maniuana  concentrates,  marijuana  extracts,  or  mariiuana 
paraphernalia  other  than  for  the  purpose  of  resale 

(irPeliver"  or  "delivery"  means  the  transfer  Irom  one  person  lo  another  of  mariiuana.  maniuana  products,  mariiuana  concentrates  mariiuana  extracts,  or  maniuana  paraphernalia. 
whether  or  not  there  is  an  agencv  relalionshin  and  includes  a  sale. 

(31  "Department"  means  the  department  of  health  and  senior  services,  or  any  successor  deoanment. 

(41  "Division"  means  the  division  of  alcohol  and  tobacco  control  within  the  department  of  public  safety,  or  any  successor  division  or  department 

(5r'Entitv "  includes  a  corporation,  professional  corporation,  nonprofit  corporation,  cooperative  corporation,  profit  or  nonprofit  unincorporaled  association,  business  trust,  limited 
liability  company,  general  or  limited  partnership,  limited  liability  partnership,  ioint  venture,  or  any  other  legal  entity,  and  includes  a  government  subdivision  or  aeencv 
(61  "Expungeable  marijuana  offense"  means 

(al  The  manufacture,  production,  possession,  or  use  of  maniuana.  marijuana  products,  marijuana  concentrates,  mariiuana  extracts,  or  mariiuana  paraphernalia; 

(bl  The  delivery,  possession  with  inlcnl  lo  deliver,  or  trafficking  of  mariiuana.  maniuana  products,  maniuana  concentrates  maniuana  exlracls  or  maniuana  naranhemalia 

to  one  or  more  individuals  if  such  individuals  were  iwenly-one  years  or  older  al  the  lime  of  the  offense 
(71  "Fair  market  sale"  means,  wiih  respecl  lo  Ihe  sale  of  a  product,  a  sale  in  which  Ihe  purchase  price  of  the  product  is  not  less  than  Ihe  once  that  a  willing  seller  would  accept  and  a 
willing  buyer  would  pay  in  Ihe  open  market  and  in  competilion  wilh  other  similar  products 

(8)  "Impaired"  means  inability  lo  sal'elv  or  effectively  operate  a  vehicle  or  olher  machinery  or  perform  some  other  vital  task 

(91  "Industrial  hemp'  means  all  male  cannabis  plants,  all  female  cannabis  plants  thai  have  not  flowered  for  more  than  ten  days,  and  all  cannabis,  whether  growing  or  not,  that  contains 
not  more  than  one  percent  lelrahvdrocannabinol 

( 10)  '  License"  means  any  license,  permit,  registration,  consent,  or  authonzation  Lssued.  granted,  given,  or  olherwise  made  available  by  or  under  the  authonly  of  any  state  or  local 
government  body,  agency,  or  official 

(in  "Licensee  "  means  any  person  who  holds  a  maniuana  license  for  manufacturing,  producing,  processing,  wholesale  purchase  or  sale,  transportalion.deliverv.  of  maniuana. 
marijuana  products,  marijuana  concentnates.  manmana  extracts,  or  maniuana  paraphernalia 

(121  "Manufacture"  means  the  producuon.  preparation  propagation,  compounding,  or  processing  of  maniuana  paraphernalia  or  of  maniuana.  mariiuana  products,  mariiuana 
concentrates,  or  maniuana  extracts,  either  directly  or  bv  extiaclion  from  substances  of  natural  origin,  or  indepcndcnilv  bv  chemical  synthesis,  or  bv  a  combination  of  extraction  and 
chemical  synthesis,  and  includes  any  packaging  and  repackaging  of  the  substance  and  labeling  or  relabeling  of  its  container. 

(1 31  "Mariiuana"  means  all  nans  of  the  plant  genus  Cannabis  in  any  species  or  form  thereof,  whether  growing  or  not,  that  contain  more  than  one  percent  letrahvdrocannabinol.  but 
does  not  include  mariiuana  concentrates,  maniuana  extracts,  maniuana  products,  or  cannabis  defined  as  industrial  hemp 

(141  "Marjiuana  concentrate"  means  a  product  obtained  bv  separating  resins  from  maniuana  bv  sifting,  compression,  heat,  cold,  and/or  with  non-volatile  solvents  such  as  water,  ice. 
dry  ice,  vegetable  glvcenn.  plant  oils,  and  dairy  products 

(151  "Mariiuana  extract"  means  a  product  obtained  by  separating  resins  from  maniuana  using  volatile  solvents  such  as  bulane.  hexane.  isopropyl  alcohol,  elhanol.  or  with  Ihe  use  of 
extremely  high  pressure  or  other  dangerous  lechnologv 

(161  "Mariiuana  license"  means  a  license  issued  by  the  division  for  Ihe  purchase,  .sale,  manufacluring.  production,  processing.  Iransportalion.  or  delivery  of  marijuana,  maniuana 
products,  mariiuana  concenUates.  mariiuana  extracts,  or  maniuana  paraphernalia 

(171  "Marijuana  paraphernalia "  means  all  equipment,  products,  substances,  and  materials  of  any  kind  which  are  used,  intended  for  use,  or  designed  for  use  in  planting  propagating, 
cultivating-  growing,  harvesting,  manufacturing,  compounding,  converting,  producing,  processing,  preparing,  storing  containing  concealing  ingesting,  inhaling,  or  olherwise 
introducing  mariiuana.  mariiuana  products,  maniuana  concentrates,  or  maniuana  extracts  into  ihe  body 

(181  "Marijuana  products"  means  products  thai  contain  maniuana.  maniuana  concentrales  or  maniuana  extracts  and  are  meant  for  consumption,  but  does  not  mean  maniuana  by 
Itself,  mariiuana  concentrate  bv  itself,  or  manmana  extract  b\  lUself 

fl9^  "Mariiuana  retailer "  means  a  person  who  sells  manmana.  maniuana  products,  maniuana  concentrates,  maniuana  extracts,  or  maniuana  paraphernalia  lo  a  consumer  in  Ihis  state. 
(201  "Person"  includes  any  individual  or  enliiy 

(2 1  >  "Personal  exemption  limits  means  at  anv  given  time  for  any  consumer  who  is  al  least  Iwentv-one  vears  of  age 

(a)  ITiree  hundred  sixtv-five  grams  of  useable  maniuana  provided  thai  not  more  lhan  thirty-five  grams  is  po.ssessed  outside  of  a  person's  bona  fide  residence,  and 

(hi  90  grams  of  maniuana  concentrates  or  exlracls  that  contain  fifty  percent  or  less  tetrahydrocannabinol,  provided  that  not  more  than  five  grams  is  possessed  outside  of  a 

person's  bona  fide  residence,  and 

(cl  45  grams  of  maniuana  concentrales  or  exlracls  that  contain  more  than  fifty  percent  tetrahydrocannabinol,  provided  that  not  more  than  ihree  grams  is  possessed  oulside 
the  person's  bona  fide  residence,  and 

(dl  any  amount  of  maniuana  products  in  solid  or  liquid  form,  provided  that  Ihe  amount  of  maniuana  used  lo  produce  them  does  not  exceed  Ihree  hundred  sixtv-five  grams 
of  useable  mariiuana  and  provided  that  not  more  maniuana  products  than  were  denved  from  thirty-five  grams  or  less  is  possessed  outside  of  a  person's  bona  fide 
residence,  and 

(el  six  living  female  marijuana  plants  after  they  have  displayed  Howers  for  ten  days,  provided  the  consumer  has  been  a  bona  fide  resident  of  the  stale  for  al  least  one  year, 
ami 

( n  possession  or  manufacture  of  any  amount  of  mduslnal  hemp. 
(221  "Person  twenlv-one  years  of  age  or  older'  includes  any  cnlilv  in  which  no  individual  under  Iwentv-one  years  of  age  holds  a  direct  or  indirect  interest 

(23r  Produce "  or  "production"  includes  the  manufacture,  planting,  cultivation,  growing,  cunng.  or  harvesting  of  mariiuana.  marjjuana  products,  marijuana  concentrales.  mariiuana 
extracts,  or  marijuana  paraphernalia 

(24r  Public  place  "  means  places  developed  for  Ihe  general  public  lo  have  access  to.  and  includes  but  is  not  limited  to  hallways,  lobbies,  and  olher  parts  of  apartment  houses  and 
hotel*  nnl  cnnstituUng  rooms  or  anartmenLs  designed  for  actual  residence:  highways,  streets,  alleys,  sidewalks,  and  other  nght  of  wavs  with  improved  surfaces  for  public  travel. 
premisM  and  facilities  used  in  connection  with  public  passenger  transportation:  open  parts  of  public  office  buildings,  open  parts  of  all  public  schools  and  pnvate  schools  who  serve 
primarily  persons  under  twentv-one  vears  of  age,  playgrounds,  picnic  areas,  and  olher  developed  areas  of  parks  and  olher  publicly  owned  land:  and  all  indoor  areas  of  anv  business 
that  is  open  to  Ihe  general  public,  but  does  not  include  anv  business  with  a  manmana  license  or  anv  church  or  religious  assembly  where  consumplion  of  manmana  is  part  of  Ihe 
exercise  of  individuals'  sincerely  held  religious  beliefs 

(251  "Stale  law"  means  any  stale  or  local  law,  regulation,  rule,  charter,  ordinance,  or  other  governmental  action 

(261  "Tax"  means  anv  income,  gross  receipts,  excise,  stamp,  property,  windfall  profit,  personal  property,  sales,  use,  transfer,  value  added,  concession,  add  on  minimum  or  other  tax, 
fee,  assessment,  lew.  larifT.  charge,  or  duty  of  anv  kin^  whatsoever  imposed,  assessed  or  collected  bv  or  under  the  authority  of  any  governmental  body 

(271  "Useable  mariiuana"  means  fully  dned  female  flowers  and  leaves  of  maniuana  or  anv  mixture  diereof  bul  does  not  include  seeds  or  parts  that  contein  less  dian  one  percent 
telrahvdtocannahinol 

L  Except  as  otherwise  provided  in  ihis  seclion.  no  slate  law  shall 

( 1 1  Prohibit  the  medical  use  of  maniuana.  maniuana  products,  mariiuana  concenUates.  manmana  extfacts.  or  maniuana  paraphernalia. 

(21  Prohibit  the  agricultural  cultivation,  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivers  ,  possession,  or  use  of  industrial  hemp. 

(31  Prohibit  Ihe  possession  or  use  of  manmana.  maniuana  produds.  maniuana  concentrates,  maniuana  extracts,  or  mari|uana  paraphernalia  bv  persons  Iwentv-one  vears  of  age  and 

(41  Prohibit  the  transportation  or  delivery  of  maniuana.  maniuana  products,  manmana  concentrates,  maniuana  exlracls.  or  maniuana  paraphernalia  by  persons  twenty-one  vears  of 
age  and  older  to  persons  Iwenlv-one  vears  of  age  and  older: 

(51  Prohibit  Ihe  purchase,  sale,  manufacturing,  production,  and  processing  of  mari|uana.  marjjuana  products,  maniuana  concentrales.  manmana  extracts,  or  manmana  paraphernalia 
bv  persons  twentv-one  vears  of  age  and  older: 

<61  Impose  a  presumption  of  liability,  culpability,  negligence,  being  under  Ihe  influence,  intoxication,  or  any  kind  of  impairment  becau.se  ol  maniuana  use  or  Ihe  presence  of  any 
amount  of  mariiuana  or  maniuana  metabolites  m  the  body  without  independent  evidence  based  on  objective  cntena  that  are  applied  in  a  non-discriminatory  manner  to  all  factors  in 


making  such  delerminalions: 

(7)  Provide  for  the  seizure  or  forfeiture  of  any  propeiTv  because  il  was  used  in  connection  with  any  purchase,  sale,  manufacturing,  production,  processing.  Iransporlation.dellverv. 
possession,  or  use  of  mariiuana.  mariiuana  products,  marihuana  concentrates,  mariiuana  extracts,  marliuana  paraphernaha.  or  industrial  hemp  if  such  activity  is  lawful  under  state  law: 
S2L 

(8)  Authorize  any  expenditures  or  other  assistance  to  the  enforcement  of  laws  of  another  lurisdiclion  that  prohibit  acts  that  arc  made  lawful  under  this  section,  including  maintenance 
of  any  license  issued  to  any  person  who  attempts  to  circumvent  the  purposes  of  this  section  by  assisting  m  the  enforcement  of  laws  of  another  lurisdiction  that  prohibit  acts  made 
lawful  by  this  section 

 Nothwithstandinp  sub-section  4  of  this  section,  a  state  law  may 


( 1 1  Prohibit  Illegal  importation  and  exportation  of  mariiuana.  mari|uana  products,  mariiuana  concentrates,  mariiuana  extracts,  or  mariiuana  paraphernalia  into  and  out  of  this  stale. 
(21  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  or  delivery  of  mariiuana.  inari)uana  products,  mariiuana  concentrates.  mari)uana  extracts,  or  marijuana 
paraphernalia  in  or  on.  or  within  one  thousand  feet  of  real  property  comprising  a  public  or  private  elementary  or  secondary  school,  public  vocational  school,  or  a  public  or  private 
community  college,  college,  or  university  attended  primarily  by  individuals  under  twenty-one  years  of  age: 

(31  Prohibit  the  operation  of  a  passenger  or  commercial  vehicle,  watercraft.  aircraft,  railroad  train,  heavy  equipment,  or  other  similar  dangerous  machinery  while  impaired  by 
mariiuana: 

(41  Authorize  the  least  restrictive  non-prohibitive  regulations  of  medical  mariiuana  use  that  are  necessary  to  further  the  state's  compelling  interests  in  issuing  licenses,  disciplining 
public  officials  and  professionals,  protecting  prisoners,  probationers,  and  parolees,  and  preserving  the  peace  without  di.scrimination  in  housing.  emplovmenL  and  public 
accommodations: 

(51  Impose  an  excise  tax  on  the  first  fair  market  sale  of  mariiuana  produced  in  this  state  at  a  rate  of  twenlv-five  percent  of  the  purchase  price: 

(61  Prohibit  the  use  of  mariiuana.  mariiuana  products,  mariiuana  concentrates,  marijuana  extracts,  or  martjuana  paraphernalia  in  a  public  place,  except  that  the  penalty  for  violation  of 
such  a  law  shall  not  exceed  that  for  an  infraction. 

(7)  Prohibit  the  purchase,  sale,  manufacturing,  production,  processing,  transportation,  delivery,  or  possession  of  mariiuana.  mariiuana  products,  maniuana  concentrates,  mariiuana 
extracts,  or  mariiuana  paraphernalia  bv  any  person  thai  does  not  comply  with  any  rules,  regulations,  and  laws  promulgated  and  enacted  in  accordance  with  sub-section  6  of  this 
section  and  classify  the  penalties  for  violalions  of  such  laws,  provided  that  no  penalty  for  any  offense  based  on  facts  relating  to  any  mariiuana  use,  manufacture,  or  transaction  shall  be 
greater  than  that  for  the  lowest  classilicalion  of  felony 
 Subiect  to  the  provisions  of  subsection  7  of  this  section,  on  or  before  June  I.  2015  the  division  shall  promulgate  rules  and  regulations,  and  the  general  assembly 

may  enact  laws,  that  control  and  regulate  the  purchase,  sale,  manufacturing,  production,  processing,  transponation.  delivery,  possession,  and  use  of  maniuana. 

marijuana  products,  man |uaiia  concentrates,  mariiuana  extracts,  and  mariiuana  paraphernalia,  including  but  not  limned  to  rules,  regulations,  and  laws  that: 
(11  Require  a  person  to  obtain  a  maniuana  license  to  purchase  wholesale,  sell,  manufacture,  produce,  process,  transport  or  deliver  marpuana.  mariiuana  products,  maniuana 
concentrates,  maniuana  extracts,  or  maniuana  paraphernalia  for  commercial  purposes. 

(21  Provide  for  the  enforcement  of  laws  regulating  licensees  and  for  the  examination  and  inspection  of  the  books,  records,  and  premises  of  licensees: 
(3)  Regulate  the  advertising  of  mariiuana.  maniuana  products,  mariiuana  concentrates,  mariiuana  extracts,  and  maniuana  paraphernalia: 
(41  Provide  for  the  collection  of  the  excise  tax  provided  in  paragraph  (51  of  subsection  5  of  this  section. 

151  Provide  for  the  receipt  and  transfer  of  all  funds  received  bv  the  stale  from  the  excise  taxes  and  license  fees  collected  as  follows 

(al  First,  to  the  division,  an  amount  that  the  general  a.sscmblv  deems  necessary  for  the  division  to  carry  out  the  division's  obligations  under  such  laws,  including  a  reserve 
fund  to  maintain  a  reasonable  working  cash  balance  lor  the  purpose  of  carrying  out  such  obligations. 

Ibl  Next,  the  remainder  of  such  funds  to  such  specific  transferees  as  the  general  assembly  may  determine,  for  the  following  purposes  (il  for  state  and  local  law 
enforcement  and  firefighter  pensions  and  retirement  plans,  twentv-five  percent:  (ii)  for  public  institutions  of  elementary  and  secondary  education,  twentv-live  percent:  (iiil 
for  mental  health  and  substance  abuse  programs,  twenty  percent:  (ivl  for  cities  and  counties,  fifteen  percent:  and  (vl  for  public  institutions  of  higher  education  or  for 
scholarships  to  attend  such  institutions,  fifteen  percent:  and 

(cl  All  moneys  appropriated  bv  the  general  assembly  from  the  excise  taxes  authonzed  in  paragraph  (51  of  subsection  5  of  this  section  shall  provide  additional  funds  for  the 

purposes  enumerated  above  and  not  replace  existing  funding. 
f(i\tiwtl\  \\\^  aiyiQunt  of  maniuana.  maniuana  products,  marijuana  concentrates,  maniuana  extracts,  or  maniuana  paraphernalia  that  a  person,  other  than  a  licensee,  may  possess  at  any 
yhMtitiiup,:  provided  however  thai  the  penalty  for  violation  of  any  such  law  may  not  exceed  that  for  an  iiifiaction  for  a  first  violation  and  a  misdemeanor  for  any  second  and 
subsequent  violation 
 No  stale  law  or  combination  of  state  laws  shall: 


(II  Prohibit  any  qualifying  individual  from  using  medical  maniuana. 

(21  Limit  the  amount  of  industrial  hemp  a  person  may  possess  or  manufacture: 

(31  Impose  any  lax  on.  or  discrimination  in  administration  of  subsidies  or  other  programs  relating  to.  industnal  hemp  or  marijuana,  marijuana  products,  marijuana  concentrates. 
marijuana  extracts,  maniuana  paraphernalia  or  transactions  involving  industrial  hemp,  mariiuana.  marijuana  products,  marijuana  concentrates,  marijuana  extracts,  or  mariiuana 
paraphernalia  that  is  not  imposed  on  other  products  generally,  except  for  the  tax  provided  in  paragraph  (51  of  subsection  5  of  this  section  and  reasonable  administrative  fees  for 
licensees. 

(41  Limit  the  amount  of  maniuana.  marijuana  products,  manjuana  concentrates,  or  marijuana  extracts  that  consumers  over  the  age  of  twentv-one  may  manufacture  or  possess  for 

noncommercial  use  at  any  given  time  to  amounts  less  than 

(al  Three  hundred  sixtv-five  grams  of  useable  marijuana,  provided  that  not  more  than  thirty-five  grams  is  possessed  outside  of  a  person's  bona  fide  residence,  and 

(bl  90  grams  of  maniuana  concentrates  or  extracts  that  contain  fifty  percent  or  less  tetrahydrocannabinol,  provided  that  not  more  than  five  grams  is  possessed  outside  of  a 

person's  bona  fide  residence,  and 

(cl  45  grams  of  maniuana  concentrates  or  extracts  that  contain  more  than  fifty  percent  tetrahydrocannabinol,  provided  that  not  more  than  three  grams  is  possessed 
outside  the  person's  bona  fide  residence:  and 

(dl  any  amount  of  marijuana  products  in  solid  or  liquid  form,  provided  that  the  amount  of  maniuana  used  to  produce  them  does  not  exceed  three  hundred  sixtv-five  grams 
of  useable  maniuana  and  provided  that  not  more  maniuana  products  than  were  denved  from  (hirtv-five  grams  or  less  is  possessed  outside  of  a  person's  bona  fide 
residence,  and 

(el  six  living  female  maniuana  plants  after  ihev  have  displayed  flowers  for  ten  days,  provided  the  consumer  has  been  a  bona  fide  resident  of  the  state  for  at  least  one  year: 
(51  Limit  the  aggregate  number  of  licensees  that  may  hold  maniuana  licenses  or  the  aggregate  number  of  maniuana  licenses  that  may  be  granted,  provided  however  that  the  number  ol 
licensed  maniuana  retailers  in  a  county  may  be  limited  to  no  fewer  than  one  maniuana  retailer  per  2.5QQ  inhabitants  in  such  county,  according  to  the  most  recent  census  of  the  United 
States. 

(61  Limit  the  number  of  maniuana  licenses  granted  to  the  same  person. 

(71  Prohibit  the  same  person  from  being  granted  or  holding  one  or  more  different  types  of  mariiuana  licenses: 

(81  Prohibit  a  person  from  being  granted  or  holding  a  maniuana  license  because  the  person  or  any  individual  who  owns  a  direct  or  indirect  interest  in  the  person  is  not  organized  in  or 
is  not  a  resident  of  this  state: 

(91  Prohibit  a  person  from  being  granted  or  holding  a  marijuana  license  because  the  person  or  any  individual  who  owns  a  direct  or  indirect  interest  in  the  person  has  been  convicted  of 
violating  (il  any  non-discretionarv  expungeable  maniuana  offense  specified  in  paragraphs  (11  or  (21  of  subsection  10  of  this  section:  ordilanv  maniuana-related  offense  that  has 
been  expunged. 

(101  Require  a  person  twentv-one  years  of  age  or  older  to  obtain  any  license  to  possess  or  use  mariiuana.  manjuana  products,  maniuana  concentrates,  marijuana  extracts,  marijuana 
paraphernalia,  or  industrial  hemp  within  the  personal  exemption  limits: 

(111  Require  a  consumer  twenty-one  years  of  age  or  older  to  obtain  any  license  to  purchase  marijuana,  mariiuana  products,  mariiuana  concentrates,  mariiuana  extracts,  or  maniuana 
paraphernalia  from  a  licensed  mariiuana  retailer: 

(121  Require  any  mariiuana  retailer  to  record  the  name  or  any  other  identifiable  information  of  any  consumer  twentv-one  years  of  age  or  older. 

(131  Reouirc  any  individual  twentv-one  years  of  age  or  older  to  obtain  any  license  to  deliver  maniuana.  maniuana  products,  maniuana  concentrates,  maniuana  extracts,  or  marijuana 

paraphernalia  lor  no  consideration  to  another  person  twenlv-one  years  of  age  or  older,  if 

lal  the  maniuana.  maniuana  products,  maniuana  concentrates,  maniuana  extracts,  or  mariiuana  paraphernalia  was  purchased  from  a  licensed  marijuana  retailer:  or 

(b)  the  maniuana.  maniuana  products,  marijuana  concentrates,  mariiuana  extracts,  or  marijuana  paraphernalia  were  produced  bv  a  person  without  a  license  in  accordance 

with  paragraph  ( 141  of  this  subsection: 

(141  Require  an  individual  twenty-one  years  of  age  or  older  to  obtain  a  license,  pay  any  tax,  or  be  subiected  to  any  laws  that  are  not  the  least  restrictive  means  necessary  to  further 
compelling  state  interests  in  order  to  possess  or  manufacture  marijuana,  marijuana  products,  maniuana  concentrates,  or  marijuana  paraphernalia  for  noncommercial  uses  if  ihe 
aggregate  amounts  of  manjuana.  maniuana  products,  or  marijuana  concentrates  do  not  exceed  the  personal  exemption  limits,  but  provided  that  manufacture  of  maniuana  extracts  may 
require  a  license  for  non-commercial  or  commercial  use. 

(151  Provide  that  the  penally  for  manufacturing  more  than  the  number  of  maniuana  plants  that  may  be  manufactured  without  a  license  under  paragraph  (141  of  this  subsection  mav 
exceed  that  for: 

(al  An  infraction  if  the  violation  is  a  first  violation  and  the  number  of  maniuana  plants  is  not  more  than  double  the  number  of  manjuana  plants  that  may  be  manufactured 
without  a  license. 

(bl  A  misdemeanor  if  the  violafion  is  a  first  violation  and  the  number  of  mariiuana  plants  is  more  than  double  but  not  more  than  quadruple  the  number  of  manjuana  plants 
that  may  be  manufactured  without  a  license,  or 

(cl  A  misdemeanor,  if  (il  the  violation  is  a  second  violauon.  (ill  with  respect  to  the  first  violation,  the  number  of  maniuana  plants  was  not  more  than  double  the  number  ol 
marijuana  plants  that  mav  be  manufactured  without  a  license,  and  (iiil  with  respect  to  the  second  violation,  the  number  of  maniuana  plants  is  not  more  than  double  the 
number  of  mariiuana  plant.s  that  may  be  manufactured  w  ithout  a  license. 
(161  Provide  that  the  penalty  for  violation  of  any  other  offense  that  is  based  on  mariiuana  possession  or  transactions  be  punishable  bv  more  than  that  authorized  for  the  lowest 

classifitallon  of  felony, 

(171  Make  the  ownership  or  operation  of  an  industrial  hemp  business  or  licensed  business  that  manufactures,  produces,  or  delivers  mariiuana.  mariiuana  products,  maniuana 
concentrates,  mariiuana  extracts,  or  mariiuana  paraphernalia  in  this  state  so  burdensome  that  it  would  be  impracticable  for  a  prudent  business  person  to  organize  or  conduct  business. 

 On  or  before  June  1 5.  2015  the  department  shall  promulgate  ailes  and  regulations,  and  the  general  assembly  may  enact  law.s.  that 

( 1 1  Permit  individuals  with  a  medical  condition  who  may  benefit  from  the  medical  use  of  marijuana,  maniuana  products,  maniuana  concentrates,  or  maniuana  extracts  to  be  able  to 
discuss  freely  with  their  health  care  providers  the  possible  risks  and  benefits  of  medical  mariiuana  use  and  have  the  benefit  of  their  health  care  providers'  advice. 
(21  Protect  medical  maniuana  consumers  and  their  health  care  providers  from  being  subjected  to  any  cnminal  or  civil  penahies  or  discnmination  regarding  impeachment  or  removal 
from  office:  employment:  housing,  education:  public  accommodations:  child  custody,  guardianships,  foster  care,  and  adoptions,  organ  Iran.splants  and  other  health  care  when  a  health 


\    \  \  \  \ 

care  provider  who  is  licensed  and  certified  to  wrile  prescriplions  for  any  medicalion.  including  a  veterinanan  providing  bona  fide  care  for  an  animal  owned  bv  a  consumer  who  is  21 
vears  of  ape  or  older,  advises  thai  such  use  may  provide  a  medical  benefit  to  the  patient,  subiect  however  to  narrowly  tailored  regulations  that  authorize  the  least  restrictive  means  of 
furthering  compelling  state  inlercsis  under  particular  circumstances. 

(31  Provide  that  no  individual  under  eighteen  vears  of  age  shall  be  allowed  to  u.se  marifuana.  maniuana  products,  mariiuana  concentrates,  or  mariiuana  extracts  for  medical  purposes 
unless  such  individml's  custodial  pareitt  or  legal  guardian  responsible  for  making  health  care  decisions  consents  to  such  use 
(A)  Seek  reciprocal  recopiition  of  medical  mariiuana  consumers  with  other  stales  thai  authorize  use  of  medical  mariiuana. 

(51  Assure  thai  nersonallv  identifying  information  about  medical  maiimana  consumers  and  their  health  care  providers  is  not  sub|ect  to  public  disclosure 

 No  licensed  health  care  provider  may  be  subieded  to  nm  criminal  or  civil  penalty,  or  to  discipline  from  any  state  licensmg  division,  board,  or  commission,  for. 

1 1 )  Advising  that  a  patient  whom  the  health  care  provider  has  diaynosed  as  havinj!  a  medical  condition,  or  a  patient  whom  the  health  care  pfovider  knowi  h»«  hem  so  diagnosed  bv 
another  licen.sed  health  care  provider,  about  the  risks  and  benefits  of  medical  u.se  of  mariiuana  or  that  the  medical  use  of  mariiuana  may  mitigatt  the  causes,  symptoms,  or  efTecls  of 
the  natient's  medical  condition,  provided  the  advice  is  based  on  the  health  care  provider  s  personal  assessment  of  the  patient's  medical  history  and  current  medical  condition,  or 
(21  Providing  any  written  documentation  that  evidences  or  confirms  such  assessment  and  advice 

 Convictions  for  maniuana  or  industrial  hemp  olTen.ses  that  occurred  prior  to  the  effective  date  of  this  section  shall  be  expunged  and  penalties  retroactively 

reduced  as  follows 

( I )  An  individual  who  has  pleaded  guilty  to  or  has  been  ainvicled  of  violating  any  expungeable  maniuana  oftense.  and  who  was  twenty-one  vears  of  age  or  older  at  the  time  of  the 
offense,  may  apply  to  the  court  in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  government  records  of  his  or  her  arrest,  plea  trial  and  conviction.  If  the  court 
determines,  upon  review,  that  such  individual  has  pleaded  guillv  to  or  has  been  convicted  of  an  expungeable  mariiuana  oflense.  the  court  shall  enter  an  order  of  expungement  An 
individual  shall  be  entitled  to  one  or  more  expungements  pursuant  to  this  paraEraph  ( 1 1 

(21  After  a  penod  of  not  less  than  one  year,  an  individual  who  has  pleaded  guilty  to  or  has  been  convicted  of  violating  any  expungeable  maniuana  offense  for  the  first  time,  and  who 
was  under  twenty-one  years  of  age  at  the  lime  of  the  offense,  and  who  since  such  conviction  has  not  been  convicted  of  any  other  maniuana-relaled  offense,  may  apply  to  the  court  in 
which  he  or  she  was  sentenced  for  an  order  to  expunge  all  government  records  of  his  or  her  arrest,  plea,  trial,  and  conviction  If  the  court  determines,  upon  review,  that  such 
individual  has  nol  been  convicted  of  any  other  maniuana  related  olTense  thai  occurred  prior  to  the  date  the  application  for  expungement  was  filed,  the  court  shall  enter  an  order  of 
expungement,  provided  however  that  the  expungement  proceeding  shall  be  staved  pending  the  outcome  of  any  pending  maniuana  related  charge  stemming  from  an  alleged  offense 
thai  occurred  pnor  to  filing  the  application  for  expungement 

f31An  individual  who  has  pleaded  guilty  10  or  has  been  convicted  of  violating  any  expungeable  mariiuana  offense  that  is  not  cxpungeable  pursuant  to  paragraph  1 1 1  or  (2 1  of  Ihis 
subsection  may  apply  to  the  court  in  which  he  or  she  was  sentenced  for  an  order  to  expunge  all  government  records  of  his  or  her  arrest,  plea,  trial,  and  conviction  If  the  court 
determines,  upon  review,  that  an  order  of  expungement  is  in  the  interests  of  luslice.  the  court  may  enter  an  order  of  expungement  An  individual  may  be  entitled  to  one  or  more  orders 
of  expungement  pursuant  to  this  paragraph  (31 

(41 1  he  filing  fee  for  aoplicalion  for  an  order  of  expungement  pursuant  to  this  subsection  shall  not  exceed  the  normal  fee  for  filing  a  civil  petition  in  die  circuit  court. 

(51  The  effects  of  an  order  of  expungement  shall  be  to  order  destiuction  of  all  government  records  of  the  maniuana  offense  arresL  plea,  trial,  ot  conviction  and  to  restore  die 

applicable  individual  lo  the  status  he  or  she  occupied  prior  to  such  arrest  plea,  trial,  or  conviction  as  if  such  evenl  had  never  happened  including  but  not  limited  to:  full  restoration  of 

such  offender's  voting,  lurv.  firearms,  licensure,  and  any  other  civil  rights  or  privileges  that  were  forfeited  or  compromised  because  of  the  exnungcd  offense.  No  individual  as  to 

whom  such  order  has  been  entered  shall  be  charged  thereafter  under  any  provision  of  any  law  to  be  guilty  of  penury  or  otherwise  giving  a  false  suiement  bv  reason  of  his  or  her 

failure  10  recite  or  acknowledge  such  arrest,  plea  tnal  conviction,  or  expungement  in  response  lo  any  inquiry  made  of  him  or  her  for  anv  purpose  whatsoever 

(61  If  an  applicant  petitioning  lor  expungement  of  an  expungeable  mariiuana  offense  alleges  lhat  he  or  she  is  currently  restrained  of  liberty  bv  virtue  of  iail.  impnsonmenl.  probauon. 

parole,  or  otherwise  restrained  of  his  or  her  liberty  (he  case  shall  be  expedited  and  proceed  bv  writ  of  habeas  corpus  Such  a  peison  impri.soned  or  in  lail.  on  probation  or  parole,  or 

olherwi.se  restrained  of  his  or  her  liberty  shall  be  relea.sed  from  such  restraint  immediately  upon  issuance  of  the  applicable  order  or  orders  of  expungement. 

(71 A  person  who  is  in  iail.  prison,  on  probation,  on  parole,  or  otherwise  currently  restrained  of  his  or  her  liberty  because  of  anv  non-expungeable  offense  or  alleged  offense  that  is 

based  on  mariiuana  possession,  use,  or  transactions  who  has  been  detained  for  a  period  of  time  or  is  being  held  pursuant  lo  a  sentence  that  is  longer  than  thai  authorized  lor  the  lowest 

classification  of  felony  may  apply  for  an  order  of  expungement  pursuant  lo  this  subsection  and  shall  be  ordered  released  immediately  or  at  some  definite  time  before  the 

maximum  imprisonment  authorized  for  punishment  of  the  lowest  classification  of  I'elonv  and  shall  be  released  upon  granting  of  an  order  of  expungement  pursuant  lo  this  subsection: 

however,  records  of  the  offense  shall  not  be  destroyed,  but  mav  be  closed  to  the  public  if  the  court  determines  closing  the  records  is  m  the  interests  of  lustice 

 No  contract  shall  be  unenforceable  on  the  basis  that  manufacturing,  producing,  delivering,  pos.sessing.  or  using  indusuial  hemp,  mar^fuana.  marguana  products. 

maniuana  concentrates,  maniuana  extracts,  or  maniuana  paraphernalia  is  prohibited  bv  federal  law 
Nothing  in  this  section  shall  he  construed  lo 


 ( 1 1  Affect  anv  federal  or  state  law  that  permits  an  owner  lessor.  les.see.  or  any  other  person  who  has  a  legal  interest  in  real  property  from  prohibiting  the  manufacture,  production. 

 delivery,  possession,  or  use  of  mariiuana  on  such  real  property. 

(21  Require  a  person  to  violate  a  federal  law,  or 

(31  Hxempt  a  person  from  a  federal  law 

li  The  Attorney  General  is  authorized  and  directed  to  advocate  for  waivers  of  or  exceptions  lo  all  federal  laws  inconsistent  with  this  section  and  lo  seek 

expungement  of  records  of  expunged  olTcnses  lhat  are  maintained  bv  another  lunsdiction 

LI  The  Ciovemor  is  authonzed  and  directed  lo  advocate  for  the  federal  government  to  waive  or  amend  all  laws  inconsislenl  with  this  section 

\^  The  general  a.sscmblv  mav  enact  laws  lo  regulate  indu.slnal  hemp  and  maniuana  thai  are  not  inconsislenl  wilh  Ihis  seclion 

Ifi,  The  division  is  authorized  and  direcled  lo  make,  administer,  and  enforce  rules  and  regulations  thai  are  nol  inconsislenl  with  this  section 

LZ  The  department  is  authonzed  and  directed  lo  make,  administer,  and  enforce  rules  and  regulations  that  arc  nol  inconsistent  with  this  section 

L4  All  provisions  of  this  section  shall  be  self-enforcing  This  section  will  become  cfreclive  thirty  days  after  die  election  approving  diis  seclion. 

Li  It  is  hereby  declared  to  be  the  intent  of  this  section  thai  each  and  every  subsection,  paragraph,  phrase,  and  word  of  this  section  would  have  been  adopted 

regardless  of  whether  one  or  more  of  the  subsections,  paragraphs,  phrases,  or  words  of  this  section  is  held  unconstitutional,  illegal,  or  void.  To  thai  end,  the 
subsections,  paragraphs  phrases,  and  words  of  this  section  arc  intended  to  be  severable  If  any  subsections,  paragraphs,  phrases,  or  words  of  this  section  are  held 
to  be  unconstitutional,  illegal,  or  void,  either  on  their  face  or  as  applied,  the  constilulionalilv.  legality,  and  applicability  of  any  and  all  other  subsections, 
paragraphs.  phra.ses.  and  words  shall  nol  be  affected 

20-   All  slate  laws  lhat  are  inconsistent  with  this  section  shall  no  longer  be  in  force  and  elTecl  insofar  as  Ihev  are  inconsistent  with  this  section  Insofar  as  ihey  are 

applied  10  industrial  hemp  or  mariiuana.  Ihis  seclion  mav  implicitly  repeal  or  amend  the  following  statutes. 
(II  Sections  I  170.  1  180.  105  1105:  105.1108:  105.1112:  324.041.  324  086.  331  060.  332  321.  333.330.  334  100.  334  102.  334  103  334  107:  334  613.  334  616:  335  066:  336.110: 
337  035.  337  330.  337  525:  337  630:  337  730:338  013:338  055.  338  065.  338  380.  339  100.  340  264.  340  274:  441  830:  486.385:  487  050.  577  500  1(31.  577  505.  590  080. 
590090.  590  100:  630  170.  578  315.  558  01 1  4(21.  632  505  3(31  by  protecting  medical  man|uana  consumers  and  their  health  care  providers  from  any  criminal  or  civil  penalties  or 
discrimination  in  public  employee  hiring  and  discipline,  professional  and  other  licensure,  employment,  housing,  education,  public  benefits,  and  public  accommodations,  organ 
transplants  and  other  health  care,  and  terms  of  probation,  incarceration,  or  parole. 

(21  Seclion  263  250  by  legalizing  agricultural  and  industrial  hemp  and  thereby  removing  cannabis  from  the  list  of  noxious  weeds. 

bisections  195  010  ( l7Kg  and  1).  (241.  (401.  195.015  4.  195  01 7  2(  I  l(4Kw.  ee.  and  111:  195  202.  195  211.  195  222:  195  223  bv  removing  manfuana  and  maniuana  paraphernalia 
from  the  lisl  of  conirolled  substances  and  legalizing  Iheir  use,  possession,  production  and  distribution. 

(41  .Sections  195  275  19S.28S:  195  291:  195  212.  195213.  195  292.  195  295.  195  296.  195  320  .  556  031:  558  016:  558  019.  568.045.  578  421(2ydl  bv  annulling  or  modi^ing 
application  of  statutes  authorizing  a  cnminal  penally  for  manjuana  offenses. 

fSI  Sections  1.160:  610  120.  610  126  2  by  expunging  and  deslioving  government  records  of  maniuana  law  offenders  and  releasing  maniuana  law  offenders  from  incarceration. 
probation,  and  parole. 

(61  Sections  195  190.  195  195:  548  021  bv  prohibiting  slate  expenditures  or  resources  lo  cooperate  wilh  other  states'  or  federal  maniuana  prohibition  laws. 
(71  Sections  306  no.  306  111  5.  306  1 16:  306  1 17.  571  070.  571  072:  577:001.3:  577  010.  577.020.  577  023(41.  577  037:  577  041  2( I Kal.  577  049.  577  203:  577  206:  577  214. 
577  2 1 7.  577  221  by  nol  presuming  liability,  culpability,  negligence,  being  under  the  influence,  intoxication,  or  anv  kind  of  impainnent  because  of  maniuana  use  or  the  presence  of 
maniuana  in  a  person's  body 

(glArticle  V.  Section  24  and  Article  VII.  Section  1  of  the  ConsluuUon  may  be  implicitly  amended  bv  protecting  ludges  and  elected  officials  from  the  civil  penalties  of  discipline, 
impeachment,  or  removal  from  office  if  Ihev  are  qualified  medical  maniuana  consumers  even  if  Ihev  are  in  violation  ol  federal  law 


Jason  Kander 


James  C.  Kirkpa  trick 

State  Information  Center 
(573)751-4936 


Secrktary  oi-  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  29, 2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-1 15) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  January  28.  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  'Jefferson  City  65101 
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County 
P9 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 ,  RSMo.  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollgJ^J^r  ^)^^l,2'(9■  ai^nSfolilQn  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter,  .  / 

fa'SEC.  OF  STATE 

INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says;  I  have  personally  signed  this  petition;  I  am  a 

registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name 

of  the  city,  town  or  village  in  which  1  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF 


I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 

CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant  Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  201  . 


Signature  of  Notary  Address  of  Notary 

Notary  Public  (Seal)  '      My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  he  amended: 


Article  Xis  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 


Section  26.  (a).  All  revenues  generated  under  Section  27  of  this  article  shall  be  used  to  reduce  the  individual 
income  tax  as  further  provided  in  this  Section  26. 

(b)  .  ''Reduction  factor"  means  the  percentage  rounded  to  the  nearest  tenth  of  one  percent,  but  not  less  than 
one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  collected  by  the  state  from  the 
fees  or  assessments  imposed  or  increased  in  Section  27  of  this  Article  in  any  state  fiscal  year  in  excess  of  the 
amount  collected  by  the  state,  in  the  immediately  preceding  state  fiscal  year,  from  the  fees  or  assessments 
imposed  or  increased  in  Section  27  of  this  Article. 

(c)  .  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

Section  27.  (a).  In  addition  to  all  other  taxes  imposed  on  cigarettes,  a  special  assessment  of  seventeen  cents 
($0.17)  per  package  of  twenty  (20)  cigarettes  acquired  after  the  effective  date  of  this  amendment,  shall  be 
paid  by  the  wholesaler,  and  collected  in  the  same  way  as  other  cigarette  taxes  by  the  department  of  revenue 
and  subject  to  the  rules  and  regulations  promulgated  in  connection  therewith. 

(b)  .  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1)  cent  per  zero  point  zero  one  (.01)  fluid 
ounces  on  the  distribution  or  sale  of  vapor  product  material.  "Vapor  product  material"  means  a  solution 
containing  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  product"  means  any  device,  such  as  an 
electronic  cigarette,  that  employs  a  mechanical  heating  element,  battery,  or  electronic  circuit,  regardless  of 
shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  for  human  consumption.  This  special 
assessment  shall  be  paid  by  the  person  who  first  acquires  vapor  product  material  or  vapor  products 
containing  vapor  product  material  in  this  state,  but  shall  not  apply  to  products  regulated  by  the  United  States 
Food  and  Drug  Administration  under  Chapter  V  of  the  Food.  Drug  and  Cosmetics  Act. 

(c)  .  In  addition  to  all  other  taxes  imposed  on  tobacco  products,  including  the  special  assessment  in  section 
26(a)  of  this  article,  an  equity  assessment  fee  is  imposed  upon  the  purchase,  storage,  use,  consumption, 
handling,  distribution  or  wholesale  sale  of  non-participating  manufacturer  cigarettes  at  the  rate  of  fifty- 
five  cents  ($0.55)  per  package  of  twenty  (20)  cigarettes,  which  equity  assessment  fee  shall  be  paid  by  the 
wholesaler,  and  collected  in  the  same  way  as  other  cigarette  taxes  by  the  department  of  revenue  and  subject 
to  the  rules  and  regulations  promulgated  in  connection  therewith  and  such  additional  rules  and  regulations  as 
the  department  of  revenue  may  prescribe.  "Non-participating  manufacturer"  shall  be  as  defmed  by  law  on  the 
effective  date  of  this  amendment.  The  equity  assessment  fee  in  this  subsection  shall  be  indexed  to  the 
general  price  level  as  defined  in  Section  17  of  this  article. 

(d)  .  No  person  shall  sell  or  distribute  vapor  product  or  vapor  product  material  to  anyone  under  the  age  of  1 8. 
and  no  person  under  the  age  of  1 8  shall  purchase  or  possess  such  products  or  material. 

(e)  .  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax,  license, 
fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  sale 
of  vapor  products  or  vapor  product  material,  except  as  imposed  on  all  other  taxable  tangible  property. 

(f)  .  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette  manufacturing 
equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to  be  a  manufacturer 
of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless  the  consumer  acquires 
complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette  manufacturing  equipment  prior  to 
its  use  at  a  place  the  provider  does  not  control. 


James  C.  Kirkpatrick 

State  Information  Center 
(573)751-4936 

January  29,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  6510! 


Jason  Kander 

SECRI- I  ARY  Ol  S  i  ATE 

State  oi  Missouri 


Elections  Division 
(573)751-2301 


RECfc  r/tD 

JAN  2  9  20W 

STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-1 16) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  January  28,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street  •  Jefferson  City  65  IOI 
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It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 ,  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  tine  not  to  exceed  ten  thousand  dollars  or  both^^^^ajM^^tg  sip|pnj.  gg 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  tne  same  measure 
for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter.  ^ 


V' 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


;^SEC.  OF  STATE 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully  order  that 


the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general 
election  to  be  held  on  the  4th  day  of  November.  2014.  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a 

registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  the  name 

of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 

CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI.  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City.  Town  or  Village) 

ZIP 
CODE 

CONOR. 
DiST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 


,A.D.  201 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 


Article  X  is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 


Section  26.  (a).  All  revenues  generated  under  Section  27  of  this  article  shall  be  used  to  reduce  the  individual 
income  tax  as  further  provided  in  this  Section  26. 

(b)  .  "Reduction  factor"  means  the  percentage  rounded  to  the  nearest  tenth  of  one  percent,  but  not  less  than 
one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  collected  by  the  state  from  the 
fees  or  assessments  imposed  or  increased  in  Section  27  of  this  Article  in  any  state  fiscal  year  in  excess  of  the 
amount  collected  by  the  state,  in  the  immediately  preceding  state  fiscal  year,  from  the  fees  or  assessments 
imposed  or  increased  in  Section  27  of  this  Article. 

(c)  .  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year- 
Section  27.  (a).  In  addition  to  all  other  taxes  imposed  on  cigarettes,  an  equity  assessment  fee  is  imposed 
upon  the  purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  sale  of  non-participating 
manufacturer  cigarettes  at  the  rate  of  fifty-five  cents  ($0.55)  per  package  of  twenty  (20)  cigarettes,  which 
equity  assessment  fee  shall  be  paid  by  the  wholesaler,  and  collected  in  the  same  way  as  other  cigarette  taxes 
by  the  department  of  revenue  and  subject  to  the  rules  and  regulations  promulgated  in  connection  therewith 
and  such  additional  rules  and  regulations  as  the  department  of  revenue  may  prescribe.  "Non-participating 
manufacturer"  shall  be  as  defined  by  law  on  the  effective  date  of  this  amendment.  The  equity  assessment  fee 
in  this  subsection  shall  be  indexed  to  the  general  price  level  as  defined  in  Section  1 7  of  this  article. 

(b)  .  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1)  cent  per  zero  point  zero  one  (.01 )  fluid 
ounces  on  the  distribution  or  sale  of  vapor  product  material.  "Vapor  product  material"  means  a  solution 
containing  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  product"  means  any  device,  such  as  an 
electronic  cigarette,  that  employs  a  mechanical  heating  element,  battery,  or  electronic  circuit,  regardless  of 
shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  for  human  consumption.  This  special 
as.sessment  shall  be  paid  by  the  person  who  first  acquires  vapor  product  material  or  vapor  products 
containing  vapor  product  material  in  this  state,  but  shall  not  apply  to  products  regulated  by  the  United  States 
Food  and  Drug  Administration  under  Chapter  V  of  the  Food,  Drug  and  Cosmetics  Act. 

(c)  .  No  person  shall  sell  or  distribute  vapor  product  or  vapor  product  material  to  anyone  under  the  age  of  1 8. 
and  no  person  under  the  age  of  18  shall  purchase  or  possess  such  products  or  material. 

(d)  .  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax,  license, 
fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  sale 
of  vapor  products  or  vapor  product  material,  except  as  imposed  on  all  other  taxable  tangible  property. 

(e)  .  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette  manufacturing 
equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to  be  a  manufacturer 
of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless  the  consumer  acquires 
complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette  manufacturing  equipment  prior  to 
its  use  at  a  place  the  provider  does  not  control. 


Jason  Kandhr 


JAMI  SC.  KlRKl'ATRICK, 
St  ATI-  INIOKMATION  Cl  NTI  K 
(573)751  4936 


StClUri  ARV  OI-  S  TATE 

State  of  Missoliri 


Ei.i  c  TioNS  Division 
(573)751  2301 


January  29,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECtrVED 

JAN  2  9  201'j 


STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Karen  Runk  (2014- 1 1 7) 
Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  filed  by  Karen  Runk  on  January  29,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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RECFJVEO 


We,  the  citizens  of  Missouri,  petition  the  state  to  prohibit  breed  specific  leaisiation  in  the 


The  following  states  all  have  laws  that  prohibit  local  governments  from  enacting  breed- 
specific  legislation  or  have  statements  saying  that  BSL  may4o^'hqld  up  ill  c^purt:  California, 
Colorado,  Florida,  Illinois,  Main,  Minnesota,  New  Jersey,  Nehy  Vbfk,  OklaBbma, 
Pennsylvania,  Texas,  Virginia,  and  Washington.  California's  code:  Nothing  in  this  chapter 
shall  be  construed  to  prevent  a  city  or  county  from  adopting  or  enforcing  its  own  program  for 
the  control  of  potentially  dangerous  or  vicious  dogs  that  may  incorporate  all,  part,  or  none  of 
this  chapter,  or  that  may  punish  a  violation  of  this  chapter  as  a  misdemeanor  or  may  impose 
a  more  restrictive  program  to  control  potentially  dangerous  or  vicious  dogs,  provided  that  no 
program  shall  regulate  these  dogs  in  a  manner  that  is  specific  as  to  breed. 

Breed  specific  legislation  has  been  proven  to  be  an  inefficient  way  to  handle  dangerous 
and/or  aggressive  dogs.  Dogs  should  be  deemed  dangerous  and/or  aggressive/vicious 
based  on  their  behavior  and  not  their  appearance.  Also,  the  term  "pit  bull"  is  very  vague 
and  can  include  breeds  that  have  no  bully  breed  in  them.  These  breed  bans  have  caused 
the  stereotype  to  worsen  on  the  American  Pit  Bull  Terrier  and  other  bully  breeds  that  are 
deemed  "pits."  They  are  prejudice  and  wrong.  Officials  should  be  able  to  deem  dogs 
dangerous  by  behavior. 

An  example  of  a  correct  ordinance  is  in  Boone  County  MO.  They  define  a  NUISANCE  DOG 
as  a  dog  of  any  breed  which  repeatedly  demonstrates  threatening  behavior  by  growling,  or 
lunging,  or  chasing,  or  baring  teeth,  towards  an  individual  or  individuals,  or  bicyclists,  or 
motor  vehicles,  or  domesticated  animals  or  livestock  off  the  Owner's  property.  They  define  a 
VICIOUS  DOG  as  Any  dog  of  any  breed  which  without  provocation  or  command 
demonstrates  a  pattern  of  unequivocal  viciousness,  bites  or  injures  a  human  being  or 
exhibits  a  pattern  of  behavior  of  biting  or  attacking  or  attempting  to  bite  or  attack  human 
beings  at  any  location  or  inappropriately  attacks  animals  off  the  owner's  or  possessor's 
property.  No  dog  shall  be  defined  or  considered  vicious  if  the  dog  is  working  for  a  law 
enforcement  agency  or  any  law  enforcement  officer  in  the  performance  of  law  enforcement 
work,  or  is  protecting  its  owner  or  possessor's  person  or  premises  from  someone 
committing  a  crime.  No  dog  shall  be  defined  or  considered  vicious  solely  because  of  its 
breed. 

Many  studies  have  been  done  and  have  all  proved  the  same  result:  Breed  Specific 
Legislation  is  inefficient  and  wrong.  There  are  many  ways  to  still  protect  the  public  from 
dangerous  dogs  while  allowing  the  innocent  dogs  to  remain  in  their  families.  A  dog  doesn't 
deserve  to  be  judged  by  its  appearance  just  like  people  don't  deserve  to  be  judged  by  the 
color  of  their  skin. 


state  of  Missouri. 


n 


NAMc 

ADDRESS 

PHONE 

SIGNATURE 

James  C.  Kirkpa trick 
State  Information  Center 
(573)751-4936 

January  3 1.  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
JefFerson  City,  MO  65101 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


RECEIVED 

JAN  3  1  2014 

STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-1 18) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  January  30.  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332.  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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County 
Page  


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021.  RSMo,  to  the  contrary,  for  a  tenn  of 
imprisownenti^^y  tegxcppd  oje  ^aar  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  pdiiioli  mm  ariy  name  otner  than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 

SEC.  OF  STATE 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully  order  that 


the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  4th  day  of  November.  2014,  and  each  for  himself  or  herself  says:  I  have  personally 

signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City.  Town  or  Village) 

ZIP 

CODE 

CONOR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  naine  thereto  in  my  presence;  1  believe  that  each 
has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered 
voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 


A.D.  201 


Signature  of  Notary 
Notary  Public  (Seal) 


Address  of  Notary 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 


Article  X  is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 

Section  26.  (a).  All  revenues  generated  under  Section  27  of  this  article  shall  be  used  to  reduce  the  individual 
income  tax  as  further  provided  in  this  Section  26. 

(b)  .  "Reduction  factor"  means  the  percentage  rounded  to  the  nearest  tenth  of  one  percent,  but  not  less  than 
one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  bv  the  amount  collected  by  the  state  from  the 
fees  or  assessments  imposed  or  increased  in  Section  27  of  this  Article  in  any  state  fiscal  year  in  excess  of  the 
amount  collected  by  the  state,  in  the  immediately  preceding  state  fiscal  year,  from  the  fees  or  assessments 
imposed  or  increased  in  Section  27  of  this  Article. 

(c)  .  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year. 

Section  27.  (a).  In  addition  to  all  other  taxes  imposed  on  cigarettes,  an  equity  assessment  fee  is  imposed 
upon  the  purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  sale  of  non-participating 
manufacturer  cigarettes  at  the  rate  of  tlfty-five  cents  ($0.55)  per  package  of  twenty  (20)  cigarettes,  which 
equity  assessment  fee  shall  be  paid  by  the  wholesaler,  and  collected  in  the  same  way  as  other  cigarette  taxes 
by  the  department  of  revenue  and  subject  to  the  rules  and  regulations  promulgated  in  connection  therewith 
and  such  additional  rules  and  regulations  as  the  department  of  revenue  may  prescribe.  "Non-participating 
manufacturer"  shall  be  as  defined  by  law  on  the  effective  date  of  this  amendment.  The  equity  assessment  fee 
in  this  subsection  shall  be  indexed  to  the  general  price  level  as  defined  in  Section  17  of  this  article. 

(b)  .  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1)  cent  per  zero  point  zero  one  (.01 )  fluid 
ounces  on  the  distribution  or  sale  of  vapor  product  material.  "Vapor  product  material"  means  a  solution 
containing  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  product"  means  any  device,  such  as  an 
electronic  cigarette,  that  employs  a  mechanical  heating  element,  battery,  or  electronic  circuit,  regardless  of 
shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  for  human  consumption.  This  special 
assessment  shall  be  paid  by  the  person  who  first  acquires  vapor  product  material  or  vapor  products 
containing  vapor  product  material  in  this  state,  but  shall  not  apply  to  products  regulated  by  the  United  States 
Food  and  Drug  Administration  under  Chapter  V  of  the  Food.  Drug  and  Cosmetics  Act. 

(c)  .  No  person  shall  sell  or  distribute  vapor  product  or  vapor  product  material  to  anyone  under  the  age  of  18. 
and  no  person  under  the  age  of  18  shall  purchase  or  possess  such  products  or  material. 

(d)  .  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax,  license, 
fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  sale 
of  vapor  products  or  vapor  product  material,  except  as  imposed  on  all  other  taxable  tangible  property. 

(e)  .  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette  manufacturing 
equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to  be  a  manufacturer 
of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless  the  consumer  acquires 
complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette  manufacturing  equipment  prior  to 
its  use  at  a  place  the  provider  does  not  control. 


James  C.  Kirkpa trick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  3 1.  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 


JAN  3  I  2014 

=  AUD/TORS  OFFICE 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-1 19) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  Januar>'  30,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely. 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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FT/ED 


Q 


County 

Paae 


It  is  a  class  A  misdemeanor  punishaDle, 'notwithstanding  tiie  provisions  of  section  560.021.  RSMo,  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed |QnQpaHB.thfsepu«lyy^^  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any'fiknrt^'tnCTmarl  fiis  of  hferown,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure 
for  the  same  election,  or  to  sign  a^etition  wl^en  such  person  knows  he  or  she  is  not  a  registered  voter. 

rsEc  .  jf  state    initiative  petition 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  


County  (or  city  of  St.  Louis),  respectfully  order  that 


the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally 

signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis);  my  registered 

voting  address  and  the  name  of  the  city  ,  town  or  village  in  which  I  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 


CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 


DATE 
SIGNED 


REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 


ZIP 
CODE 


CONOR. 
DIST. 


NAME 
(Printed  or  Typed) 


4. 


5. 


6. 


7. 


8. 


11. 

TT 
IT 


signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 


Address  of  Affiant 
day  of  ,  A.D.  20 1_. 


Signature  of  Notary 
Notary  Public  (Seal) 


Address  of  Notarj' 

My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  X is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 

Section  26.  (a).  All  revenues  generated  under  Section  27  of  this  article  shall  be  used  to  reduce  the  individual 
income  tax  as  further  provided  in  this  Section  26. 

(b)  .  "Reduction  factor'  means  the  percentage  rounded  to  the  nearest  tenth  of  one  percent,  but  not  less  than 
one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  bv  the  amount  collected  by  the  state  from  the 
fees  or  assessments  imposed  or  increased  in  Section  27  of  this  Article  in  any  state  fiscal  year  in  excess  of  the 
amount  collected  by  the  state,  in  the  immediately  preceding  state  fiscal  year,  from  the  fees  or  assessments 
imposed  or  increased  in  Section  27  of  this  Article. 

(c)  .  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year- 
Section  27.  (a).  In  addition  to  all  other  taxes  imposed  on  cigarettes,  a  special  assessment  of  seventeen  cents 
($0.17)  per  package  of  twenty  (20)  cigarettes  acquired  after  the  effective  date  of  this  amendment,  shall  be 
paid  bv  the  wholesaler,  and  collected  in  the  same  way  as  other  cigarette  taxes  by  the  department  of  revenue 
and  subject  to  the  rules  and  regulations  promulgated  in  connection  therewith. 

(b)  .  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1)  cent  per  zero  point  zero  one  (.01)  fluid 
ounces  on  the  distribution  or  sale  of  vapor  product  material.  "Vapor  product  materiaf  means  a  solution 
containing  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  product"  means  any  device,  such  as  an 
electronic  cigarette,  that  employs  a  mechanical  heating  clement,  battery,  or  electronic  circuit,  regardless  of 
shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  for  human  consumption.  This  special 
assessment  shall  be  paid  by  the  person  who  first  acquires  vapor  product  material  or  vapor  products 
containing  vapor  product  material  in  this  state,  but  shall  not  apply  to  products  regulated  by  the  United  States 
Food  and  Drug  Administration  under  Chapter  V  of  the  Food.  Drug  and  Cosmetics  Act. 

(c)  .  In  addition  to  all  other  taxes  imposed  on  tobacco  products,  including  the  special  assessment  in  section 
26(a)  of  this  article,  an  equity  assessment  fee  is  imposed  upon  the  purchase,  storage,  use,  consumption, 
handling,  distribution  or  wholesale  sale  of  non-participating  manufacturer  cigarettes  at  the  rate  of  fifty- 
five  cents  ($0.55)  per  package  of  twenty  (20)  cigarettes,  which  equity  assessment  fee  shall  be  paid  by  the 
wholesaler,  and  collected  in  the  same  way  as  other  cigarette  taxes  bv  the  department  of  revenue  and  subject 
to  the  rules  and  regulations  promulgated  in  connection  therewith  and  such  additional  rules  and  regulations  as 
the  department  of  revenue  may  prescribe.  "Non-participating  manufacturer"  shall  be  as  defined  by  law  on  the 
effective  date  of  this  amendment.  The  equity  assessment  fee  in  this  subsection  shall  be  indexed  to  the 
general  price  level  as  defined  in  Section  17  of  this  article. 

(d)  .  No  person  shall  sell  or  distribute  vapor  product  or  vapor  product  material  to  anyone  under  the  age  of  1 8. 
and  no  person  under  the  age  of  18  shall  purchase  or  possess  such  products  or  material. 

(e)  .  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax,  license, 
fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or  wholesale  sale 
of  vapor  products  or  vapor  product  material,  except  as  imposed  on  all  other  taxable  tangible  property. 

(f)  .  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette  manufacturing 
equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to  be  a  manufacturer 
of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless  the  consumer  acquires 
complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette  manufacturing  equipment  prior  to 
its  use  at  a  place  the  provider  does  not  control. 


V 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


SECREI ARY  OF  STATE 

State  of  Missouri 


Elections  Division 
(573)751-2301 


January  3 1.  2014 


The  Honorable  Tom  Schweich 
State  Auditor 


RECtlVED 

JAN  3  \  2014 

STATE  AUDITORS  OFFICE 


State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:      Petition  approval  request  from  Marc  Eilinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  {2014-120) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Eilinger  on  January  30,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summar\  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


James  C.  Kirkpatrick  State  Information  Center 
600  W.  Main  Street- Jefferson  City  65101 
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It  is  a  class  A  misdemeanor  punisiiable,  notwithstanding  tiie  provisions  of  section  560.021,  RSl&O&'tiie'fcpfi^rary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or2{^)4fia^^^i'Q:|t)e  tfe|j|  o^f^(jr  the  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 


INITIATIVE  PETITION 


^  SEC.  Or  STATE 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  


County  (or  city  of  St.  Louis),  respectfully 


order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their 
approval  or  rejection,  at  the  general  election  to  be  held  on  the  4th  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I 

have  personally  signed  this  petition:  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St. 

Louis):  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  1  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 

CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City.  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

X 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  1  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  coirectiy,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 


,  A.D.  201 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  X  is  amended  by  adopting  two  new  sections  to  he  known  as  Sections  26  and  27. 

Section  26.  (a).  All  revenues  generated  under  Section  27  of  this  article  shall  be  used  to  reduce  the 
individual  income  tax  as  further  provided  in  this  Section  26. 

(b)  .  "Reduction  factor"  means  the  percentage  rounded  to  the  nearest  tenth  of  one  percent,  but  not  less 
than  one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  collected  by  the  state 
from  the  fees  or  assessments  imposed  or  increased  in  Section  27  of  this  Article  in  any  state  fiscal  vear  in 
excess  of  the  amount  collected  bv  the  state,  in  the  immediately  preceding  state  fiscal  year,  from  the  fees 
or  assessments  imposed  or  increased  in  Section  27  of  this  Article. 

(c)  .  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year- 
Section  27.  (a).  In  addition  to  all  other  taxes  imposed  on  cigarettes,  a  special  assessment  of  seventeen 
cents  ($0.17)  per  package  of  twenty  (20)  cigarettes  is  imposed  upon  cigarettes  acquired  by  wholesalers 
after  the  effective  date  of  this  amendment.  This  assessment  shall  be  paid  by  the  wholesaler  and 
collected  in  the  same  way,  and  subject  to  the  same  rules  and  regulations,  as  other  cigarette  taxes 
collected  by  the  department  of  revenue. 

(b)  .  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1)  cent  per  zero  point  zero  one  (.01) 
fluid  ounces  on  the  distribution  or  sale  of  vapor  product  material.  "Vapor  product  material"  means  a 
solution  containing  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  producf  means  any  device, 
such  as  an  electronic  cigarette,  that  employs  a  mechanical  heating  element,  battery,  or  electronic  circuit, 
regardless  of  shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  for  human 
consumption.  This  special  assessment  shall  be  paid  by  the  person  who  first  acquires  vapor  product 
material  or  vapor  products  containing  vapor  product  material  in  this  state,  but  shall  not  apply  to 
products  regulated  by  the  United  States  Food  and  Drug  Administration  under  Chapter  V  of  the  Food, 
Drug  and  Cosmetics  Act. 

(c)  .  No  person  shall  sell  or  distribute  vapor  product  or  vapor  product  material  to  anyone  under  the  age 
of  1 8.  and  no  person  under  the  age  of  1 8  shall  purchase  or  possess  such  products  or  material. 

(d)  .  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax, 
license,  fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or 
wholesale  sale  of  vapor  products  or  vapor  product  material,  except  as  imposed  on  all  other  taxable 
tangible  property. 

(e)  .  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette 
manufacturing  equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to 
be  a  manufacturer  of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless  the 
consumer  acquires  complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette 
manufacturing  equipment  prior  to  its  use  at  a  place  the  provider  does  not  control. 

(f)  .  A  non-participating  manufacturer  shall  post  a  bond  in  favor  of  the  state  of  Missouri  if  its  cigarettes 
were  not  sold  in  the  state  during  any  one  of  the  four  preceding  calendar  quarters:  it  or  any  person 
affiliated  with  it  failed  to  make  a  full  and  timely  escrow  deposit  by  law,  unless  the  failure  was  not 
knowing  or  reckless  and  was  promptly  cured  on  notice:  or.  it  or  any  person  affiliated  with  it  was 
removed  from  the  state  directory  of  any  state  during  any  of  the  five  preceding  calendar  years,  unless  the 
removal  was  determined  to  have  been  erroneous  or  illegal.  Entities  are  affiliated  with  each  other  if  one 
directly,  or  indirectly  through  one  or  more  intermediaries,  controls  or  is  controlled  bv  or  is  under 
common  control  with  the  other.  "Non-participating  manufacturer"  shall  be  as  defined  by  law  on  the 
effective  date  of  this  amendment. 

(g)  .  The  bond  required  by  this  amendment  shall  be  posted  at  least  ten  days  in  advance  of  each  calendar 
quarter  as  a  condition  to  the  non-participating  manufacturer  and  its  brand  families  being  included  in  the 
state  directory  for  that  quarter.  The  amount  of  the  bond  shall  be  the  greater  of  (i)  the  greatest  required 
escrow  amount  due  from  the  non-participating  manufacturer  or  its  predecessor  for  any  of  the  twelve 
preceding  calendar  quarters  or  (ii)  $25.000.  The  bond  shall  be  written  in  favor  of  the  state  of  Missouri 
and  shall  be  conditioned  on  the  performance  by  the  non-participating  manufacturer  of  all  of  its  duties 
and  obligations  under  this  amendment.  The  bond  shall  remain  in  effect  for  twenty-four  (24)  months 
from  the  date  posted. 

(h)  .  If  any  non-participating  manufacturer  fails  to  perform  the  duties  and  obligations  on  which  the  bond 
is  conditioned,  the  state  shall  be  authorized  to  execute  on  the  bond,  first  to  recover  any  amounts  the 
non-participating  manufacturer  failed  to  place  into  escrow  as  required  by  this  amendment,  then  to 
recover  penalties  and  attorneys'  fees. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 

Januar>  31.2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


Jason  Kander 

SECREI ARY  OF  STATE 

State  of  Missouri 


RECEIVED 

JAN  3  1  2m 

STATE  AUDITORS  OFFICE 


Elections  Division 
(573)751-2301 


RE:      Petition  approval  request  from  Marc  Ellinger  regarding  a  proposed  constitutional  amendment  to 
Article  X  (2014-121) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  Marc  Ellinger  on  January  30.  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summar\  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summar>'  to  the  attorney  general  within  t\vent>'  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  R^fibftirtiie'c^iltjfary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyone  to  sign  any 
initiative  petition  with  any  name  other  than  his  or  her  own,  or  knowingly  to  sign  his  or  §§i|i)aj^|^^f^  tlfifijo^tJtQ  tlie  same 
measure  for  the  same  election,  or  to  sign  a  petition  when  such  person  knows  he  or  she  is  not  a  registered  voter. 


INITIATIVE  PETITION 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  State  of  Missouri: 


^^^EC.Ur  STATE 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and 


County  (or  city  of  St.  Louis),  respectfully 


order  that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their 
approval  or  rejection,  at  the  general  election  to  be  held  on  the  4th  day  of  November,  2014.  and  each  for  himself  or  herself  says:  I 

have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  city  of  St. 

Louis);  my  registered  voting  address  and  the  name  of  the  city,  town  or  village  in  which  I  live  are  correctly  written  after  my  name. 


(INSERT  BALLOT  TITLE  HERE) 

CIRCULATOR'S  AFFIDAVIT  STATE  OF  MISSOURI,  COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (print  or  type  names  of  signers) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)  (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  T\ped) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that 
each  has  stated  his  or  her  name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a 
registered  voter  of  the  state  of  Missouri  and  County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 


day  of 


Address  of  Affiant 


,  A.D.  201. 


Signature  of  Notary 


Address  of  Notary 


Notary  Public  (Seal) 


My  commission  expires 


Be  it  resolved  by  the  people  of  the  State  of  Missouri  that  the  Constitution  be  amended: 

Article  X is  amended  by  adopting  two  new  sections  to  be  known  as  Sections  26  and  27. 

Section  26.  (a).  All  revenues  uenerated  under  Section  27  of  this  article  shall  be  used  to  reduce  the 
individual  income  tax  as  further  provided  in  this  Section  26. 

(b)  .  "Reduction  factor"  means  the  percentage  rounded  to  the  nearest  tenth  of  one  percent,  but  not  less 
than  one  tenth  of  one  percent,  sufficient  to  reduce  tax  collections  by  the  amount  collected  by  the  state 
from  the  fees  or  assessments  imposed  or  increased  in  Section  27  of  this  Article  in  any  state  fiscal  year  in 
excess  of  the  amount  collected  by  the  state,  in  the  immediately  preceding  state  fiscal  year,  from  the  fees 
or  assessments  imposed  or  increased  in  Section  27  of  this  Article. 

(c)  .  The  existing  rate  of  the  individual  income  tax  shall  be  permanently  reduced  by  the  reduction  factor 
effective  the  immediately  ensuing  tax  year- 
Section  27.  (a).  A  new  special  assessment  shall  be  imposed  at  a  rate  of  one  (1)  cent  per  zero  point  zero 
one  (.01)  fiuid  ounces  on  the  distribution  or  sale  of  vapor  product  material.  "Vapor  product  material" 
means  a  solution  containing  nicotine  suitable  for  use  in  a  vapor  product.  "Vapor  product"  means  any 
device,  such  as  an  electronic  cigarette,  that  employs  a  mechanical  heating  element,  battery,  or  electronic 
circuit,  regardless  of  shape  or  size,  that  is  intended  to  vaporize  a  liquid  nicotine  solution  for  human 
consumption.  This  special  assessment  shall  be  paid  by  the  person  who  first  acquires  vapor  product 
material  or  vapor  products  containing  vapor  product  material  in  this  state,  but  shall  not  apply  to 
products  regulated  bv  the  United  States  Food  and  Drug  Administration  under  Chapter  V  of  the  Food, 
Drug  and  Cosmetics  Act. 

(b)  .  No  person  shall  sell  or  distribute  vapor  product  or  vapor  product  material  to  anyone  under  the  ape 
of  1 8,  and  no  person  under  the  age  of  1 8  shall  purchase  or  possess  such  products  or  material. 

(c)  .  The  counties  and  political  subdivisions  of  this  state  shall  not  impose  any  new  or  increased  tax, 
license,  fee  or  special  assessment  on  the  purchase,  storage,  use,  consumption,  handling,  distribution  or 
wholesale  sale  of  vapor  products  or  vapor  product  material,  except  as  imposed  on  all  other  taxable 
tangible  property. 

(d)  .  Every  person  providing  cigarette  manufacturing  services  or  access  to  automatic  cigarette 
manufacturing  equipment  to  consumers  shall,  with  respect  to  each  cigarette  manufactured,  be  deemed  to 
be  a  manufacturer  of  cigarettes  sold  to  a  consumer  for  all  purposes  under  the  law  of  this  state  unless  the 
consumer  acquires  complete  and  exclusive  title  to  and  possession  of  the  automatic  cigarette 
manufacturing  equipment  prior  to  its  use  at  a  place  the  provider  does  not  control. 

(e)  .  A  non-participating  manufacturer  shall  post  a  bond  in  favor  of  the  state  of  Missouri  if  its  cigarettes 
were  not  sold  in  the  state  during  any  one  of  the  four  preceding  calendar  quarters:  it  or  any  person 
affiliated  with  it  failed  to  make  a  fiill  and  timely  escrow  deposit  by  law,  unless  the  failure  was  not 
knowing  or  reckless  and  was  promptly  cured  on  notice:  or.  it  or  any  person  affiliated  with  it  was 
removed  from  the  state  directory  of  any  state  during  any  of  the  five  preceding  calendar  years,  unless  the 
removal  was  detennined  to  have  been  erroneous  or  illegal.  Entities  are  affiliated  with  each  other  if  one 
directly,  or  indirectly  through  one  or  more  intermediaries,  controls  or  is  controlled  by  or  is  under 
common  control  with  the  other.  "Non-participating  manufacturer"  shall  be  as  defined  by  law  on  the 
effective  date  of  this  amendment. 

(f)  .  The  bond  required  by  this  amendment  shall  be  posted  at  least  ten  days  in  advance  of  each  calendar 
quarter  as  a  condition  to  the  non-participating  manufacturer  and  its  brand  families  being  included  in  the 
state  directory  for  that  quarter.  The  amount  of  the  bond  shall  be  the  greater  of  (i)  the  greatest  required 
escrow  amount  due  from  the  non-participating  manufacturer  or  its  predecessor  for  any  of  the  twelve 
preceding  calendar  quarters  or  (ii)  $25,000.  The  bond  shall  be  written  in  favor  of  the  state  of  Missouri 
and  shall  be  conditioned  on  the  performance  by  the  non-participating  manufacturer  of  all  of  its  duties 
and  obligations  under  this  amendment.  The  bond  shall  remain  in  effect  for  twenty-four  (24)  months 
from  the  date  posted. 

(g)  .  If  any  non-participating  manufacturer  fails  to  perform  the  duties  and  obligations  on  which  the  bond 
is  conditioned,  the  state  shall  be  authorized  to  execute  on  the  bond,  first  to  recover  any  amounts  the 
non-participating  manufacturer  failed  to  place  into  escrow  as  required  by  this  amendment,  then  to 
recover  penalties  and  attorneys'  fees. 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


Jason  Kander 

SiiCRi-iARY oi  State 
State  of  Missouri 


Elections  Division 
(573)751-2301 


January  31.  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RE:      Petition  approval  request 
to  Article  I  (2014-122) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Constitution  of 
Missouri  filed  by  l  ony  Nenninger  on  January  30,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


JAN  3  1  20n 

from  Tony  Nenninger  regarding  a  proposed  constitutional  amendment 
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RECEI-^FD 
J' 


It  is  a  class  A  misdemeanor  punishable,  nolwithslanding  the  provisions  of  Section  560.021  R.S.Mo..  to  the  contrary,  for  a  term  of 
imprisonment  not  to  exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  ot;i>rtl>i,  for  anyone  to  sign  any  initiative 
petition  with  any  name  other  than  his  own.  or  knowingly  to  sign  his  name  more  than  once  for  the  saii^Mneasure  for-lhe«ame  election,  or  to 
sign  a  petition  when  he  knows  he  is  not  a  registered  voter.  S.Il.       L  i  A'l  L 

INITIATIVE  PETITION 
To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  stiite  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  City  of  St.  Louis),  respectfully  order 

that  the  following  proposed  amendment  to  the  constitution  shall  be  submitted  lo  the  voters  of  the  slate  of  Missouri,  for  their  approval  or 
rejection,  at  the  general  election  to  be  held  on  the  4""  day  of  November,  2014.  and  each  for  himself  or  herself  says:  I  have  personally  signed 

this  petition;  I  am  a  registered  voter  of  the  state  of  Missouri  and  County  (or  City  of  St.  Louis);  my  street  address  and  the 

name  of  the  city,  town,  or  village  in  which  I  live  are  correctly  written  after  my  name. 


Shall  the  Missouri  Constitution  be  amended  lo: 


OFFICIAL  BALLOT  TITLE.  LANGUAGE.  AND  FISCAL  NOTE  WILL  BE  PUT  HERE 


CIRCULATOR'S  AFFIDAVIT 
STATE  OF  MISSOURI,  COUNTY  OF  


I,  ,  being  first  duly  sworn,  say 


NAME 
(Signature)  _ 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS  ZIP 
(Street)  (City.  Town  or  Village)  CODE 

CONCiR 
DISI 

NAME 

(Printed  or  Typed)  

1 

.1  

2 

3 

4 

5 

7 

g 

9 

 1 

10 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  stated  his 
or  her  name,  registered  voting  address,  and  city,  town,  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri 
and   County. 

Signature  of  Affiant  (person  obtaining  signatures) 


Address  of  Affiant 

Subscribed  and  sworn  to  before  me  this  day  of  ,  ,  A.D. 


Notary  Public  (Seal)  Signature  of  Notary 
My  commission  expires:    


Address  of  Notary 


Bt  it  resotwJ  hv  the  ptfople  of  the  State  of  Mix.\inin  thai  llw  Constitution  he  amended: 


One  new  section  is  adopted  to  be  known  as  Article  I.  Section  3S(a)  and  lo  read  as  follows: 

 The  purpose  ol  lhis  section  is  to  leyali/c.  rc^;ulalc.  and  lax  the  use  ol'mariitiana  I'or  mctircal  and  adult  rccrcalu>nal  purposes  and  to  rc^Julale  maniuana  separately 

Iron!  at;ricultural  and  industrial  produclujn  ol" cannabis  hemp. 

2.  I  hc  people  ul  thc  ^lalc  ol  Missi.iun  inicnd  thai  ihi'.  section  and  the  nilcs.  rcjjulations.  and  laws  promulgated  and  enacial  nursuani  to  this  section  will: 

( 1 1  (iuaraiilee  the  ncht  ol  all  paiiciils  mlh  a  medical  condition  lo  use  medical  maniuana  when  a  health  caic  provider  licensed  to  prescribe  medications  advises  that  such  use  may 
provide  a  medical  heiielil  lo  llicin: 

(2l  Guaranlcc  Ihe  nylil  ol  farmers  and  businesses  to  produce  and  imnufaclure  cannabis  hemp  and  products  made  Ironi  cannabis  hemp: 

|3)  (itMranlcc  Ihe  riehl  of  persons  over  21  years  of  aye  to  enyaye  in  use,  possession,  production,  intrastate  transnonation.  and  distribution  of  maniuana.  siibicxl  to  reasonable 
regulations  by  stale  government  nursuani  lo  this  section. 

t4)  KxpuiUfe  all  yovcnimenl  rect>rds  of.  reduce  the  punishmenls  for,  and  resttire  the  civil  status  of  prior  maniuana  law  offenders: 
(5)  Pronxite  vital  slate  mtcresls  in  reytilalion  of  Ihc  sale  and  tlistnbulion  ol  inariiuana  in  order  lo: 

lal  Hrevenl  illegal  undeiajjc  use  of  maniuana  and  present  nijiniuana  advenisun;  from  beiny  laryeled  at  underage  persons: 

lb)  Mainiain  an  orderly  niarkeiplacc  composed  >i|  siaic-licenscd  maniuana  producers,  disiribulois.  and  retailers: 

fcl  Kaisc  la\  revenue  from  Ihe  produciion  and  sale  of  maniuana  and  allocate  such  rc\ciuic  tor  slate  and  K.ical  jaw  enforcement  and  firefighter  pensions  and 

relireiiieiu  plans,  clemcnlaiv.  secondary,  and  hit;licr  etiucalion.  the  cilies  aiul  counlics  ol  ihis  slate:  mental  health  and  substance  abuse  programs:  and  for  the  purposes  of 

enlbrciny  leyulations  up^ui  the  sfile  and  distnbution  of  inari|uana  .uilliori/cd  hv  Ihis  scc'lion. 

(d)  I'revent  revenue  Irom  the  sale  of  maniuana  from  yoiny  to  criminal  enter|inses.  yanys.  and  canels: 

lei  Prevent  violence  and  the  illeyal  use  of  Hreaniis  in  Ihe  cultivation  and  disirihution  of  maniuana: 

I  f)  I'revent  maniuana  relatetl  aclivilics  thai  are  leyal  under  stale  law  from  beiiiy  used  as  a  cover  or  pretext  for  other  illegal  aclivilv: 
ly)  I'revent  illeyal  diversion  of  man)Uiina  into  or  from  this  stale  or  onto  federal  property. 

th)  Prevent  dnviny.  operaliny  danyerous  niachmeiA'.  and  nerlbmiiny  lmp^l^ant  tasks  while  impaired  by  mariiuana: 
(I)  Prevent  illeyal  yrowiny  of  maniuana  on  public  lands: 

III  hncoiiniye  the  lederal  yovernmeni  lo  have  failh  in  the  slates'  ahililv  to  eliminate  the  problems  associated  with  uncontrolled  cnminal  maniifaelure.  production,  delivery. 
and  m'ssession  of  maniuana. 

i  1-nless  the  coiiteM  cleailv  indicaies  olherwisc.  as  used  in  this  section,  the  followmy  tenns  have  the  follomny  meanmijs. 

1 1  i  "Consumer"  means  an  mdi\  idual  who  purchases,  acquires,  owns,  holds,  or  uses  maniuana.  maniuana  ptxHiucts.  maniuana  conccnlrales.  mariiuana  extracts,  or  maniuana 
paraphenialia  other  llian  lor  Ihe  purpose  of  resale. 

l2l"l)eliver"or  "delivery"  means  the  transfer  from  one  person  to  another  of  maniuana.  maniuana  products,  maniuana  concentrates,  mariiuana  extracts,  or  maniuana  paranhemalia. 
whether  or  not  there  is  an  aycncy  relaluniship.  and  includes  a  sale. 

I.^>  "IX'pannient"  means  the  denartment  of  health  and  senior  services,  or  any  successor  depanmeni 

141  "Division"  means  the  division  of  alcohol  and  tobacco  control  wiihin  the  department  of  public  safety,  or  any  successor  division  or  department. 

(5)"Kntity"  includes  a  corporation,  professional  corporation,  iionpiolii  coiTionition.  cooncralive  corp<iralion.  profit  or  nonprolii  unincorporated  association,  business  trust,  limited 
liability  company,  yeneral  or  limited  partnership,  limited  liability  paniiership.  |oiiit  venture,  or  any  other  leyal  eniiiv.  and  includes  a  yovemiiient  subdivision  or  ayencv. 
thi"Kxpunyeable  maniuana  ollensc"  means: 

lalThe  maiuilacuire.  proiluciion.  possession,  or  use  of  man)uana.  mariiuana  nrtniucis.  maniuana  concentrates,  maniuana  extracts,  or  maniuana  paraphernalia. 

Ibl  The  delivery,  possession  with  intent  to  deliver,  or  tralTickiny  of  maniuana.  maniuana  producis.  mariiuana  concenirates.  maniuana  extracts,  or  maniuana  paraphernalia 

lo  one  or  nuire  iiKlividuals  if  such  individuals  were  twcnlv-onc  veais  or  older  ai  Ihc  nine  of  the  olfense. 
(7)  "Fair  market  sale"  means,  wiih  res[iecl  to  the  sale  of  a  product,  a  sale  in  w  hich  Ihe  piiicliase  price  of  the  prodiici  is  not  less  ihaii  the  pncc  that  a  williny  seller  would  accept  and  a 
w'llliny  buyer  would  pay  in  the  open  market  and  in  compeiilKui  w  ith  other  similar  producis. 

IXI  "Inmaired"  means  inability  to  safely  or  enectiselv  onerate  a  vehicle  or  other  machinery  or  perfomi  .some  olher  v  ital  task. 

191  "Industrial  hemp"  means  all  male  cannabis  plants,  all  female  cannabis  plants  that  have  nut  llovverc-d  for  more  than  ten  days,  and  all  cannabis,  whether  erowiny  or  not,  that  contains 
not  more  than  one  percent  letraliydiocanilabinol 

HQ)  "License"  means  any  license,  permit,  reyislraluin.  consent,  or  authorization  issued,  yranted.  eiven.  or  otherwise  made  available  by  or  under  the  authontv  of  any  state  or  local 
government  bt)dy.  ayencv.  or  olTicial. 

111)  "licensee"  means  any  person  who  holds  a  maniuana  license  for  maniilacluriny.  prodiiciny.  pnicessiny.  wholesale  purchase  or  sale,  transptinatum.deliverv.  of  maniuana. 
mariiuana  products,  maniuana  concentrtates.  maniuana  extracts,  or  maniuana  paraphernalia. 

112)  "ManufactiiR'"  means  ilie  produciion.  prenaralioii.  prooayalion.  coninoundiiiy.  or  piocessiny  of  maniuana  paiaphemalia  or  of  maniuana.  maniuana  priKlucls.  maniuana 
concenirates.  or  maniuana  exlracis.  eiiliei  direcllv  or  bv  exiraclion  from  substances  of  natural  onyin.  or  indepeiidenilv  by  chemical  synthesis,  or  by  a  combination  of  extraction  and 
chemical  synthesis,  and  includes  any  packayiny  and  icpackayiny  of  the  >uhsiance  and  iabeliny  or  rciabcliny  of  ils  conlainer. 

(I  .^)  "Maniuana"  means  all  parts  of  Ihc  plant  yenus  Cannabis  in  any  species  or  li'rm  ihereof.  whether  yrowiny  or  nol.  that  contain  more  than  one  percent  letrahydrticaniiabinol.  but 
does  nol  include  maniuana  conccnlrales.  mariiuana  exlracis.  maniuana  producis.  or  cannabis  defined  as  induslnal  hemp. 

1 14)  "Maniuana  concentrate"  means  a  pmduci  obtained  by  separatiny  resins  from  man/uana  by  sil>iny.  compression,  heat,  cold,  and'or  with  non-yolatile  solvents  such  as  water,  ice. 
dry  ice,  veyetable  ylvcenn.  plant  oils,  and  dairy  pr>Klucts 

I I  ■''I  "Maniuana  extract"  means  a  product  obtained  hv  separatiny  resins  from  mariiuana  usiny  volatile  solvents  such  as  butane,  hexane.  isopropyl  alcohol,  ethanol.  or  with  the  use  of 
extremely  hiyh  pressure  or  other  danyerous  technoloyv. 

(16)  "Maniuana  license"  means  a  license  issued  by  the  division  for  the  purchase,  sale,  manufacuinne.  nroduclion.  pnicessiny.  transportation,  or  delivery  of  maniuana.  mariiuana 
prxKliids.  maniuana  concenirates.  maniuana  extracts,  or  maniuana  paraphenialia. 

117)  "Maniuana  paraphernalia"  means  all  equipment,  products,  substances,  and  malerials  of  any  kind  which  are  used,  intended  li>r  use,  or  desiyned  for  use  in  plantiny.  propayaliny. 
cultivatiny.  yrowiny.  harvestiny.  nianulacnirmy.  cvnnpoundiny.  converliny.  produciny.  processiny.  prepariny.  stormy,  containiny.  concealiny.  inyesliny.  iiilialiny.  tir  otherwise 
introduciiie  maniuana.  maniuana  producis.  maniuana  concentrates,  or  maniuana  extracts  into  the  body 

(18)  "Marinuina  products"  means  pioduci^  thai  coiiiain  nuiri|uana.  iiiariiuana  concenlrales.  or  maniuana  extracts  and  are  meant  for  consumption,  but  docs  not  mean  maniuana  bv 
itself,  marinuina  concciiliaie  hv  ilscU.  or  maniuana  cxlraci  by  ilsell. 

( l'»  "Maniuana  retailer"  means  a  person  who  sells  maniuana.  maniuana  pnidiicts.  maniuana  concentrates,  maniuana  extracts,  or  maniuana  paraphernalia  to  a  consumer  in  this  stale. 
(20)  "Person"  includes  any  individual  or  entity 

12 1 1  "Personal  exemption  limits"  means  at  any  yiven  lime  lor  any  consumer  who  is  at  least  iwenly-one  years  of  aye: 

la)  Tliree  hiiiHtred  sixty-live  yranis  of  useable  maniuana.  pnivided  that  nol  more  thai  Ihinv-live  yrams  is  possc-sscxl  outside  of  a  person's  bona  lidc  residence:  and 

lb)  90  yraiiis  of  iiwniuana  concenirates  or  extracts  that  contain  lilly  percent  or  less  tetrahydrocannabinol,  provided  that  not  more  than  five  yrams  is  possessed  outside  of  a 

person's  bv)na  tide  a'sidence:  and 

(c)  4?  yranis  of  mariiuana  concenirates  or  extracts  that  contain  more  than  liHy  percent  lelraliydrocannabinol.  provided  thai  not  iiioiv  than  three  yrams  is  possessed  outside 
the  person's  bvina  tide  residence,  and 

Id)  any  amount  of  maniuana  prixlucls  in  solid  or  liquid  fomi.  provided  that  the  amount  of  maniuana  used  lo  produce  them  does  mn  exceed  three  hundrevl  sixty-live  yrams 
of  useable  maniuana  and  provided  thai  nol  more  maniuana  prtiducls  than  were  denved  Irom  thirty-five  yrams  or  less  is  possessed  outside  of  a  person's  inra  fide 
residence:  and 

lei  six  liviny  female  maniuana  plants  aOer  they  have  displayed  llowers  for  ten  days,  provided  Ihe  consumer  has  been  a  bona  fide  resident  of  the  state  for  at  least  one  year: 
and 

I  f)  possession  or  manufactuie  of  any  aniouni  of  induslnal  hemp. 

122)  "Person  twenty-one  years  of  aye  or  older"  includes  any  entilv  in  which  no  individual  under  twenty-one  years  of  aye  holds  a  dirt.-cl  or  indirect  interest. 

123)  "Pmduce"  or  "nniduclion"  includes  Ihe  manutacture.  planliny.  cultivalion.  yrowiny.  cunny.  or  harvestiny  of  maniuana.  maniuana  products,  maniuana  concentrates,  marihiana 
extracts,  oi  maniuana  paraphenialia 

1241  "Public  place"  means  places  developc'd  lor  the  yeneral  public  to  have  access  to.  and  includes  but  is  ihu  limilcxl  lo.  hallways,  lobbies,  and  olher  patis  <>f  aparlmeni  houses  and 
hotels  nol  constitiiliny  rooms  or  apanmenis  desiyned  for  actual  residence,  hiyhwavs.  siil-cIs.  alleys,  sidewalks,  and  olher  nyhl  ol  ways  wiih  improved  surlaces  lor  public  Iravel. 
premises  and  facilities  used  in  connection  with  public  passenycr  Iransporlalimi:  open  pails  of  public  ollice  huildinys:  open  parts  of  all  public  schools  and  nnvaie  schools  who  serve 
primarily  persons  under  twentv-one  years  t>l  ace,  plavyrounds.  picnic  areas,  and  other  ticveloped  areas  ol  parks  and  olher  publicly  owned  land,  and  all  indoor  areas  of  any  business 
thai  IS  open  lo  ihe  yeneral  public:  but  docs  not  include  any  business  wiih  a  maniuana  license  or  any  church  or  reliyious  assembly  where  consumntion  of  maniuana  is  part  of  the 
exercise  of  individuals'  sincerely  held  leliyious  heliels. 

(25)  ".State  law"  means  any  state  or  local  law,  reyulalioii.  nile.  charter,  ordiniince.  or  other  yovemmental  action. 

(26)  "Tax"  means  any  iiiconic.  yross  rcveipts.  excise,  stamp,  prtipenv.  windfall  profit,  personal  propenv.  sales,  use,  transfer,  value  added,  concession,  add  on  minimum  or  olher  tax. 
fee,  assessment,  lew.  tanIT  charye.  or  duty  of  any  kind  whalstiever  imposed,  assessc-d.  or  collected  by  or  under  the  authontv  of  any  eovemiiK-nlal  body. 

(27)  "f.seable  maniuana  "  means  fully  dricxi  female  llowers  and  leaves  of  nuniuana  or  any  mixture  thereof  but  does  nol  include  seeds  or  parts  lhat  contain  Ic-ss  than  one  percent 
letrahvdrocannabinol. 

i  f.xccpl  as  otherwise  provided  in  this  seclioii.  no  stale  law  shall: 

I I I  Prohibit  the  medical  use  of  manfuana.  maniuana  producis.  iiiaiiiuana  coiiccniiaies.  maniuana  exlracis.  or  maniuana  paraphernalia: 

12 1  Prohibit  the  ayncullural  cultivation,  purchase.  s;ile.  manulaciuriny.  produciion.  processiny.  Iransponation.  delivery,  possession,  or  use  of  induslnal  henin: 

I.M  Prohibit  the  possession  or  use  of  maniuana.  maniuana  producis.  maniuana  concentrates.  inan|uana  extracts,  or  mannuma  paraphernalia  bv  persons  twenty-one  years  of  aye  and 

older: 

14)  Prohibit  Ihe  Iranspoitalion  or  delivery  of  maniuana.  maniuana  products,  mariiuana  concenltales.  maniuana  extracts,  or  maniuana  paraphernalia  by  persons  twentv-one  years  of 
aye  and  older  lo  persons  twenty-one  years  of  aye  and  older: 

15)  Prohibit  the  purchase,  sale,  maniifaciunny.  produciion.  and  processiny  of  maniuana.  maniuana  products,  maniuana  concentrates,  maniuana  extracts,  or  mariiuana  paranhemalia 
bv  persons  twentv-one  years  of  aye  and  older: 

(61  Impose  a  presumnlion  of  liability,  culpability,  neelieence.  heiny  under  the  inlluence.  intoxication,  or  any  kind  of  impainneni  because  of  maniuana  use  or  the  presence  of  any 
amount  of  manjuana  or  maniuana  metabohies  in  the  K>dy  wiilioul  iiidependcni  evidence  based  on  <ibiectiye  crilena  thai  are  applied  m  a  non-discrinimalorv  manner  to  all  factors  in 


niakiny  such  dclLTiiiinaliiin.'i: 

f7)  Pnivide  |»r  Ihc  St-l/uri:  or  forfciluri:  ot  any  nropcnv  because  il  was  used  in  i:»nn«.li»n  with  any  purchase,  sale,  maniifaciiirinp.  prudiiclion.  processing.  Iranavinalion  ilrlivrr^ 
PTOSCSsioil.  iir  use  of  niiiriiuana.  inariiuana  nrcxlucls.  maniuana  coiKcmrulcs.  inariiuana  cMracLs.  nuriiuana  paranlienialu.  (ir  inJuslrial  henin  it  such  aciivily  i.'^  lawtiil  iiniler  stale  law: 
U[ 

im  Aulhuri/c  any  expenditures  or  other  a.ssistajice  to  Ihc  cnlorcciiicnl  ot  laws  of  another  lurisdiclmii  that  prohihil  acts  that  arc  made  lawful  under  this  scctuin.  inclucliin,'  niauiienance 
of  any  licen.se  issued  to  any  person  who  aitcnipis  to  circumvent  the  purposes  of  this  section  hv  a.ssi.stinn  in  the  enlorccnient  of  laws  ofanolhcr  lurisdiciion  ihal  prohihii  acts  made 
lawful  by  this  .section 

 Nolhwiihslaiutim:  sub-section  4  of  this  seclion.  a  stale  law  may: 


1 1 1  I'rohibil  illctial  imnortalion  and  exportation  of  inariiuana.  maniuana  products,  mariiiiana  concentrates,  maniuana  extracts,  or  marijuana  paraphernalia  into  and  out  of  this  stale: 
l2l  Prohibit  the  purchase,  sale,  inanulacturinc.  nroduction.  nrocessint!.  or  delivery  of  maniuana.  maniuana  products,  inaniuana  concentrates,  manmana  exiracLs.  or  maniuana 
PjntPhernallJ  in  or  on.  or  wuhm  one  thousand  feel  of  real  nropenv  conipnsiin:  a  public  or  private  elementary  or  secondary  school,  public  vocational  schiKil.  or  a  public  or  private 
community  colleee.  college,  or  university  attended  primanlv  by  individuals  under  iwentv-one  years  of  aye: 

(Jl  I'rohihlt  the  operalioii  of  a  nasseiieer  or  commercial  vehicle,  watercraft.  aircraft,  railroail  tram.  Iieavv  equipment,  or  other  similar  danectous  machinery  while  impaired  by 
mariiiiana. 

(4)  Aulhori/e  the  leasi  restrictive  non  prohibilive  regulations  of  medical  maniuana  use  that  are  neces.sarv  to  further  the  .stale's  c<uiinelliny  interesis  in  is.suinv  licenses:  discipiininy 
public  ofltcials  and  professionals:  nrolecline  pnsoners.  probalioiiers.  and  n.irolees:  aiul  prcserviny  ihe  ix-acc  without  discnmination  in  housine.  eiiinloviiient.  and  public 
accommodations: 

t5>  Impose  an  excise  lax  on  the  first  fair  markcl  s,ile  of  maniuana  produced  in  this  stale  at  a  rate  of  tweiitv-five  percent  of  the  purchase  pnce: 

16)  I'rohibil  the  use  of  inariiuana.  maniuana  products,  niariiuana  concentrates,  mariiuana  extracts,  or  maniuana  paraphernalia  in  a  public  place,  except  lhal  the  penalty  for  violation  of 
such  a  law  shall  not  exceed  iliat  for  an  infraction. 

17)  I'rohibil  the  purchase,  .sale,  maiiulaciurine.  production.  priKc-ssiny.  Iransnortaiion.  delivery,  or  pos.scssion  of  maniuana.  maniuana  products,  maniuana  concentrates,  inariiuana 
extracts,  or  maniuana  paraphernalia  by  any  person  that  does  not  comply  with  any  mies.  reyulalioiis.  and  laws  promulgated  and  enacted  in  accordance  with  sub-.scction  6  oftliis 
section  and  classify  the  penalties  for  violations  of  such  laws,  provided  that  no  penally  tor  any  offense  based  on  facts  relaliiii;  to  any  maniuana  u.se.  manufacture,  or  tran.saclion  shall  be 
greater  than  that  lor  the  lowest  classitication  of  felony 

 Subiecl  to  the  provisions  of  subsection  7  of  ihis  section,  on  or  before  June  I.  201.'^  the  division  shall  promulgate  mies  and  rei,nilation.s.  and  the  yencral  assembly 

may  enact  laws,  that  control  and  regulate  the  purchase,  sale,  maniifacluriny.  nriKluction.  prcKcssini;.  tran.sporlalion.  delivery,  possession,  and  u.se  of  mariiuana. 
maniuana  products,  inariiuana  concentrates,  mariiuana  extracts,  and  maniuana  paraphernalia,  iiicludnn;  but  not  limned  to  niles.  reyulalions.  and  laws  that: 

1 1 1  Rcuuire  a  person  to  oblain  a  maniuana  license  lo  purclia.se  v\  holcs;ilc.  sell,  maiiulaclure.  produce,  process,  transport,  or  deliver  maniuana.  maniuana  products,  maniuana 

concentrates,  maniuana  extracts,  or  niarifuana  paraphernalia  for  commercial  pumoses. 

1 2 1 1'rovidc  for  the  entoicciiient  of  law  s  rcyulalini;  licensees  and  tor  the  examination  and  inspection  of  the  books,  records,  and  premises  ol  licensees: 
I})  Retfulale  the  advenisine  of  maniuana.  maniuana  products,  maniuana  concentrates,  maniuana  extracts,  and  maniuana  paraphernalia: 
|4|  Provide  lor  the  colleclion  of  the  excise  lax  provided  in  paragraph  l.'i)  of  subsection  .'^  of  this  section: 

|5)  Provide  lor  the  receipt  and  transfer  of  all  liinds  rc-ceived  by  the  slate  from  the  excise  laxes  and  license  fec-s  collected  as  follows: 

la)  l-irst.  lo  the  division,  an  amount  that  Ihe  yeneral  assembly  deems  necessary'  lor  the  division  lo  carry  iiul  the  division's  obligations  under  such  laws,  ineludini;  a  reserve 
tiind  lo  maintain  a  rea.sonable  vvorknn:  cash  balance  for  the  purpose  of  carrvmt  oul  such  <iblii;alions: 

(b)  Next.  Ihe  icmaindcr  of  such  tniids  to  such  spccilic  Iransleices  as  the  yeneral  a.ssemhiv  imv  deiennine.  for  Ihe  followiny  purpo.ses:  ti)  for  state  and  local  law 
enforcement  and  lirctiehlcr  pensions  and  retirement  olaii.s.  tweiilv-fivc  percent:  I  lii  for  public  insiitulions  of  elementary  and  secondary  education,  iweniv-llve  pcrecnl:  (iii> 
for  mental  health  and  subsiaiice  abuse  proeraiiis.  twenty  percent.  I  iv  I  for  cities  and  counties,  t'ifleeii  percent:  and  I  v  I  for  public  instiluiions  of  hiyher  educalion  or  for 
scholarships  lo  attend  such  institutions,  tifleen  percent,  and 

to  All  moneys  appropriated  hv  the  yeiicial  assembly  from  the  excise  laxes  authorized  in  paragraph  l.'il  of  sub.section  5  of  this  .section  shall  provide  additional  funds  for  the 

purposes  enumerated  above  and  nol  replace  exisliin;  lundint;. 
16)  l  imit  Ihe  auMunt  of  maniuana.  maniuana  products,  maniuana  concenlrales.  maniuana  extracts,  or  manmana  paraphernalia  lhal  a  person,  other  than  a  licensee,  may  possess  at  anv 
given  time:  provided  however  thai  the  iK-iialtv  for  v  iolation  ol  any  such  law  may  nol  exceed  that  lor  an  inlraclioii  lor  a  lirsi  violation  and  a  misilemeanor  lor  any  second  and 
subseuuenl  violalion. 
 No  state  law  or  combination  of  slate  laws  shall: 


( 1 1  I'rohibil  any  qualifvini;  individual  from  usiny  medical  maniuana: 

12)  I  unit  Ihe  amount  of  industrial  hemp  a  person  may  possess  or  manufacture: 

13)  Impose  anv  tax  on.  or  discriminatioii  in  administration  ol  subsidies  or  other  proyrams  relatmy  lo.  mduslnal  hemp  or  maniuana.  marifuana  products,  maniuana  concentrates. 
maniuana  extracts,  maniuana  paraphernalia  or  transactions  involviny  indu.strial  hemp,  maniuana.  maniuana  products,  mariiuana  concenlrales.  maniuana  extracls.  or  maniuana 
paraphernalia  lhal  is  nol  imposed  on  olher  products  yenerally.  cxcepi  for  Ihe  tax  provided  in  ixirayraph  I  ."^  I  of  subsecl  ion  ?  of  this  section  and  reasonable  adininisirative  fees  for 

llwnsws, 

14)  l  imit  the  amount  of  maniuana.  maniuana  products,  mariiiuna  concenlrales.  or  maniuana  cxiracts  thai  consumers  over  ihc  aye  of  Iwcntv-oiie  may  nianufacHireorp<M.sess  for 
noncommercial  use  at  anv  yivcn  time  lo  amounis  less  llian. 

(a)  riirec  hundred  sixlv-five  yrams  ol  useable  mariiuana.  provided  that  not  more  than  thiny-fivc  yrams  is  m)s,ses.sed  outside  of  a  person's  bona  lidc  residence:  and 

lb)  '>0  yrams  of  maniuana  concentrates  or  extracts  that  contain  tiftv  percent  or  less  tetrahydrocannabinol,  provided  thai  not  more  than  five  yranis  is  possessed  ouLsidc  of  a 

person's  bona  fide  residence:  and 

Ic)  45  yrams  of  manmana  concentrates  or  extracls  that  contain  iiKire  than  fifty  percent  tetrahydrocannabinol,  provided  that  nol  more  than  Ihrc-e  erams  is  nosses.scd 
outside  the  person's  bona  fide  residence:  and 

Id)  any  amount  of  maniuana  products  in  solid  or  liuuid  fonii.  provided  lhat  Ihc  amount  of  maniuana  used  to  produce  them  does  not  exceed  three  hundred  sixty-five  yrams 
of  useable  maniuana  and  provided  that  nol  nn'ie  maniuana  products  than  were  deriv  ed  from  lliinv-five  yrams  or  less  is  pos.sessed  <iulsidc  of  a  person's  bona  fide 
residence,  and 

lel  SIX  hviny  female  maniuana  plants  alter  they  have  displayed  Howers  for  ten  days,  provided  the  consumer  has  been  a  bona  fide  resident  of  ihe  stale  lor  al  least  one  year: 

15)  l.imit  the  ayyreyatc  number  of  licensees  lhal  may  hold  maniuana  licenses  or  the  aiiyreyate  number  of  maniuana  licenses  that  may  be  yraiUed.  provided  however  lhal  Ihe  number  of 
licensed  iii,iriiuan:i  retailers  in  a  county  may  be  limned  to  no  fewer  than  one  maniuana  retailer  per  2.500  inhabitants  in  such  couiilv.  accordiny  lo  the  most  recent  census  of  the  United 
Slates: 

16)  Limit  Ihe  number  of  maniuana  licenses  yranted  lo  the  same  perM>n. 

17)  I'rohibil  Ihc  same  person  from  beiiiy  yrantcd  or  lioldmy  one  or  more  tlifierent  types  of  maniuana  licenses: 

IX)  I'rohibil  a  person  from  beiny  yranled  or  holdiny  a  maniuana  licen.se  because  Ihc  person  or  anv  individual  who  owns  a  direct  or  indirecl  inicresi  In  the  person  is  not  nryani/ed  in  or 
IS  not  a  resident  of  this  .stale: 

I'M  Prohibit  a  person  from  beine  yranled  or  holdiny  a  maniuana  license  because  the  person  or  any  indiv  idual  who  owns  a  direct  or  mdirecl  inlercst  in  the  person  has  been  convicted  of 
violatine:  HI  anv  non-discretionarv  expuneeable  maniuana  olTciise  specified  in  paragraphs  1 1 )  or  12)  of  subsection  It)  of  this  section:  or  tin  any  manfuaiia-related  olTense  that  has 
been  expiiiiyed: 

(10)  Require  a  person  tw  entv-one  years  of  aye  or  older  lo  obtain  anv  license  to  possc-ss  or  use  mariiuana.  marifuana  products,  maniuana  concentrates,  maniuana  extracts,  mariiuana 
paraphemaha.  or  mduslnal  hemp  within  the  personal  exemption  limiLs: 

111)  Require  a  consumer  iwciiiy-oiie  years  of  aye  or  older  to  obtain  any  license  lo  purchase  maniuana.  maniuana  prodiieLs.  maniuana  concenlrales.  nHniuana  extracts,  or  iiuriiuana 
paraphernalia  from  a  licensed  maniuana  retailer: 

112)  Require  any  mari|uaiia  retailer  to  recoril  the  name  or  any  other  idenliliablc  inlbmialion  of  any  consumer  twenty-one  years  of  aye  or  older. 

1131  Require  any  indiv  idiial  twentv-one  years  of  aye  or  older  lo  obtain  anv  license  to  deliver  maniuana.  maniuana  prhIucLs.  manmana  concenlrales.  maniuana  extracts,  or  mariiuana 

paraphernalia  for  no  consideration  to  another  person  Iwenlv-one  years  <if  aee  or  older,  if. 

la)  the  maniuana.  nurijuana  products,  maniuana  concentrates,  maniuana  extracts  or  maniuana  paraphernalia  was  purcha.scd  from  a  lieen.sed  mariiuana  retailer:  or 

(h)  the  maniuana.  maniuana  producls.  mariiuana  concenlrales.  marijuana  extracts,  or  mariiuana  paraphernalia  were  produced  by  a  person  willioul  a  license  in  accordance 

with  paiayraph  1 1-1 1  of  tills  subsection: 

114)  Require  an  indn  idual  iweniv  -one  years  of  aye  or  older  lo  obtain  a  license,  pav  any  lax,  or  be  suhicvted  lo  anv  laws  lhat  arc  not  the  least  restrictive  means  necess.iry  lo  fiirthcr 
compelliny  stale  interests  in  order  to  [xissess  or  manuLicture  maniuana.  man|uana  priHliicts.  imniuaiia  concentrates,  or  mari|u;uia  paraplicriKilia  tor  iioncoiiimcrcial  uses  if  the 
ayyreeate  amounts  of  maniuana.  maniuana  producls.  or  nianiuana  concenlrales  do  not  exceed  the  personal  cxcmplion  limits,  bul  provided  lhal  nianulaclurc  of  maniuana  extracls  may 
require  a  license  lor  non  commercial  or  commercial  use: 

(15)  Provide  lhal  the  penally  lor  manutacturiny  more  than  the  number  of  maniuana  planis  lhal  may  be  manufactureil  without  a  license  under  parayraph  1 141  of  this  .sub.scvtion  may 
exceed  lhal  lor. 

la)  An  infraction  if  the  violalion  is  a  first  violation  and  the  number  of  maniuana  plants  is  not  more  than  double  the  number  of  maniuana  plants  lhat  may  be  manufactured 
without  a  license: 

Ibl  A  misdemeanor,  if  the  violation  is  a  first  violalion  and  the  number  of  maniuana  plants  is  more  than  double  bul  not  nwre  than  uuadninle  the  number  of  maniuana  planLs 
that  may  be  nuinufaetured  wilhout  a  license:  or 

tcl  A  misdemeanor,  if:  111  the  violation  is  a  sc-cond  violation:  In)  wilh  respecl  lo  Ihe  first  violation,  the  number  of  nuriiuana  planis  was  not  more  than  double  the  number  of 
mariiuana  plains  thai  may  he  manufaclured  without  a  license:  and  liii)  with  respect  lo  the  .second  violation,  the  number  of  maniuana  plants  is  nol  more  than  double  the 
number  of  inariiuana  planis  thai  may  be  manufactured  w  ithout  a  license: 

(16)  Pri)vidc  thai  the  penally  for  violation  of  am  other  olTense  lhal  is  based  on  maniuana  possession  or  transactions  be  punishable  by  more  than  lhal  aulhori/c-d  for  the  lowest 
classification  of  felony: 

(17)  Make  the  ownership  or  operation  of  an  industrial  hemp  business  or  licensed  business  that  manufactures,  paxluces.  or  delivers  mariiuana.  mariiuana  producls.  mariiuana 
concentrates,  mariiuana  extracts,  or  maniuana  paraphernalia  in  this  stale  .si>  burdeii.sonie  lhal  il  would  be  iiiipraclicable  for  a  prudent  business  person  lo  oryani/e  or  conduct  business. 

 On  or  before  June  1 5.  21)15  the  dc^pannx-nl  shall  pronuilyale  rules  and  reyulations.  and  ihe  eeneral  assembly  may  enact  laws,  that: 

( I )  Pemnt  individuals  w  ilh  a  medical  condition  who  may  benefit  from  the  medical  use  of  maniuana.  maniuana  products,  maniuana  concentrates,  or  maniuana  extracts  to  be  able  lu 
discuss  freely  w  ith  their  liealih  care  providers  Ihe  possible  risks  and  benefils  of  medical  maniuana  use  and  have  the  benefit  ol  their  health  care  prov  iders'  advice: 
(2 1 1'roiect  medical  marifuana  consumers  and  their  health  care  providers  from  beiny  subieeled  lo  any  criminal  or  civil  penallies  or  discrimination  reuardiny  nimeachnient  or  removal 
from  office:  eiiiplovmeiil:  housiny:  educalion:  public  accommodations,  child  custixlv.  yuardianships.  foster  care,  and  adoptions:  orean  transplanls  and  other  health  care  when  a  heallh 


\ 

i 

care  nroviilcr  who  is  licensed  ami  conilicd  lo  wnic  prcscTinlions  lor  any  nicdicalion.  includiiii;  a  vclcniianan  proviJiin;  bona  lidc  care  lor  an  aiiiiiial  owned  hv  a  consumer  who  is  21 
years  ol  aue  or  older.  ^kImscs  ilial  such  use  may  nrovidc  a  iiic-dical  henclil  Id  Ihe  palicnt.  suh/ecl  liowe\cr  lo  narrowly  lailorcd  rcyuialimis  lliai  auilion/c  the  Icasl  resinciive  means  of 
I'unhcnny  compelling  siaic  iniereMs  under  nanicular  circuiiislanccs. 

(3l  I'rovidc  lhal  no  individual  under  eufhleen  scan,  ol  aijc  shall  be  allowed  lo  use  mariluana.  iiianiuana  producls.  niariiiianj  conceniralc-s.  or  iiiariiuana  exlracls  lor  iiic\lical  purposes 
unless  such  individual's  cuslodial  parenl  or  IclmI  uuai  Jiaii  responsible  lor  mafciin;  licalih  c.irc  decisiomconsenis  lu  such  use 
(4)  Seek  rceiprucal  recoynilion  of  medical  maniuana  coiisuiiiers  wilh  oilier  slales  lhal  aulliori/e  use  of  medical  niarijiiana 

15)  Assure  lhal  personally  idenlii'vini!  Infonnalion  aboul  medical  iiianiuana  coiisuiiicrs  and  Iheir  heallh  care  proyiders  is  iioi  subieci  lo  public  disclosure 

2.  No  liecnsc-d  heallh  care  pro\  ider  may  be  subiecied  lo  any  criminal  or  civil  penally,  or  lo  discipline  from  any  siale  licensing'  division,  board,  or  commission,  for: 

1 1 1  .Advising  lhal  a  palienl  w  hoiii  Ihe  heallh  care  prov  ider  has  diagnosed  as  liav  un;  a  medical  condilion.  or  a  ptilieni  whom  ihe  heallh  care  prov  idcr  knows  has  been  so  diaynosed  by 
anolhcr  liccnscil  heallh  care  pro\  ider.  abiHii  ilie  risks  and  bencfils  ol  nicdical  use  of  marijuana  or  lhal  Ihe  mc-dical  use  of  maniuana  may  niilii;ale  Ihe  causes,  sviiiploiiis  or  enecls  of 
Ihe  palieiil's  medical  condilioii.  provided  ihe  advice  is  based  on  Ihe  heallh  care  prov  ider's  personal  assessiiieni  ol  Ihe  palicni's  medical  hlMorv  and  currcnl  medical  condilion:  or 
l2l  Providing  :iny  wrilien  dociiiiienlalion  lhal  evidences  or  confirms  such  a.ssessmenl  and  advice, 

iSL  Conviclions  lor  niariiuana  or  iiidusirial  hcmn  ollen.ses  lhal  occurred  prior  lo  Ihe  clVccliye  dale  of  Ihis  seclion  shall  he  exr>unyed  and  penallies  relroaciivelv 

rc-duced  as  follows: 

II I  An  individual  who  has  plc;ided  ^uillv  lo  or  has  been  convicled  ol  Molaliny  any  c\pun|;cablc  maniuana  olTcnse.  and  who  was  Iwcniy-one  years  of  aye  or  older  al  Ihe  limc  of  Ihe 
oflense.  may  apply  lo  lliecoun  in  which  he  or  she  was  senlenced  lor  an  order  u-  espuntfe  all  i;ovemmeni  records  ol  his  or  her  arrc-si.  plea,  inal.  and  convieiion.  If  ihe  coun 
dcierniinc-s.  upon  review,  lhal  such  individual  ha.s  pleaded  t;uiliy  loor  has  been  convicled  of  an  cxpunyeable  maniuana  ollense.  Ihecoun  shall  enler  an  order  olcxpunyemcni.  An 
individual  shall  be  eniilled  lo  one  or  more  expunyenienis  pursuant  lo  Ihis  parajfraph  1 1  i. 

121  Alier  a  penod  of  nol  less  ihaii  one  year,  an  individual  who  h:is  pleaded  yuillv  lo  or  has  been  convicled  of  violalintf  any  expunueable  maniuana  ollense  Ibr  Ihe  hrM  lime,  and  who 
was  under  iweniv-one  years  ol  aye  al  Ihe  lime  ol  Ihe  ollense.  and  who  since  such  conviciion  has  nol  been  convicled  ol  any  oilier  maniuana-relalcd  olTcnse.  may  apply  lo  Ihe  coun  in 
which  he  or  she  was  senlenced  lor  an  order  lo  exnunuc  all  tiovcrnmeiil  rc-cords  ol  Ins  or  her  an^esl.  plea.  Irial.  and  conviclion.  If  ihe  coun  delemiincs.  upon  review,  lhal  such 
individual  has  nol  been  convicled  of  any  olher  maniuana  relalcd  offense  lhal  occurred  prior  lo  Ihe  dale  ihe  applicalion  for  expunycmeni  was  lilcd.  Ihe  coun  shall  enler  an  order  of 
expunyemeni.  providc-d  however  lhal  ihe  expunyemcnl  nriKcx-dinu  shall  be  slaved  pcndiny  Ihe  oulcoiiic  of  any  pending  maniuana  relaled  charge  slemmini;  from  an  alleyed  olTensc 
lhal  occuned  pnor  lo  I'llini;  ihe  applicalion  for  evpuiiyeiiieni. 

131  An  individual  who  has  plc;Klal  euilly  lo  or  has  been  convielc-d  of  violaliny  any  exnunyeable  maniuana  offense  lhal  is  nol  cxnunyeabic  pursuant  lo  paragraph  1 1 1  or  12)  of  Ihis 
subscciion  may  apply  loihc  court  in  which  he  or  she  was  senlenced  for  an  order  lo  exnunye  all  yovemmeni  records  of  his  or  her  anesi.  plea.  Inal.  and  conviclion.  Iflhccoun 
delcrmines.  upon  review,  lhal  an  order  of  expunyenienl  is  in  Ihe  inlercsis  of  lu.slice.  Ihe  coun  may  enler  an  order  ol  expunyeiiieni  An  individual  may  be  enlilkxl  lo  one  or  more  orders 
of  expuiiyeiiieiil  pursuanl  lo  Ihis  paragraph  l.1|. 

14)  I  he  lilini,'  lee  for  applicalion  lor  an  order  ol  expunyciiieni  pursuani  lo  Ihis  subscciion  shall  nol  exceed  Ihe  normal  Ice  lor  filinj;  a  civil  ]K-lilion  in  Ihecircuil  coun. 

i^)  Ihe  ellecis  of  an  order  of  expuntcmeni  shall  he  lo  order  deslmclion  of  all  yovemmcnl  rcvords  of  Ihc  maniuana  ollense  arrcsl.  pica,  inal.  or  conviclion  and  lo  reslore  Ihe 

applicable  individual  lo  Ihe  sialus  he  or  she  occunied  nnor  lo  such  an^esl.  niea.  Inal.  or  conviclion  as  if  such  evenl  h;id  never  hanncnc-d.  including  bul  nol  limilc-d  lo:  lull  resloralion  of 

such  ulleiider's  voline.  |ur\.  Ilreanns.  licensure,  and  any  olher  civil  nyhls  or  pnvilei;es  lhal  were  lorleiled  or  conipromisL-d  because  of  ilie  expunyed  olTense  No  individual  as  lo 

whom  such  ortler  has  been  cnlered  shall  be  ehari;c-d  Iherealler  under  any  provision  of  any  law  lo  he  yuilly  of  penury  or  otherwise  yivini;  a  false  slalcmcnl  by  reason  of  his  or  her 

failure  lo  rcxile  or  acknowledye  such  an-esi.  plea,  irial.  conviction,  or  expunyenieni  in  rc-sponse  lo  any  inquiry  made  ol  him  or  her  for  any  puT»se  whaisoever 

IM  II  an  applicant  pelilioniny  lor  espunycmeni  of  an  expuiiyeahic  maniuana  ollense  alleyes  thai  he  or  she  is  currenllv  restrained  of  libenv  by  vinue  of  lail.  impnsonmenl.  probalion. 

parole,  or  otherw  ise  reslrained  of  his  or  her  libeny  ilie  case  shall  he  cxpcdiied  and  proceed  by  wnt  ol  habeas  corpus.  Such  a  person  impnsoned  or  in  tail,  on  probation  or  parole,  or 

olherxvise  restrained  of  his  or  her  llhenv  shall  be  rclea.sed  from  such  rcsliainl  immedialelv  up<in  issuance  ol  llle  applicable  t)rder  or  orders  of  expungement. 

|7|  A  person  who  is  in  lail.  prison,  on  probalion.  on  parole,  or  ollierwise  currenllv  reslrained  of  Ins  or  her  libeny  bcvause  ol  any  non-expunyeable  olTense  or  alleyed  olTense  lhal  is 
based  on  maniuana  possession,  use,  or  iraiisaciions  who  has  been  delaiiied  lor  a  pen^xl  oftime  or  is  beini;  held  pursuanl  lo  a  sentence  thai  is  lonyer  ihan  that  autliori/c-d  lor  Ihe  lowcsl 
classilicalion  ol  felony  may  apply  liir  an  order  of  cxpunyement  pursuant  to  this  subsection  and  shall  be  ordered  rele:iscd  immcxiiaiely  oral  some  delinite  time  before  the 
maximum  impnsonmeni  auiliori/cxl  lor  punishment  ol  the  lowest  classilication  of  felony  and  shall  be  released  up<in  yranliny  of  an  order  of  expunyemeni  pur%uanl  lo  Ihis  subsection. 
however,  records  of  the  olTense  shall  nol  be  dcstrovc'd.  but  may  be  closed  lo  ilie  public  if  Ihc  court  delenninc-s  closini:  Ihc  records  is  in  the  interests  of  luslice 

IL  No  contract  shall  be  unenforceable  on  the  basis  that  nianufaclunny.  pnxiucniy.  delivennt!.  possessiny.  or  usiny  induslnal  hemp,  maniuana.  iiianfuana  products. 

maniuana  concenlraies.  maniuana  exlracls.  or  maniuana  naranhemalia  is  nrohihited  by  federal  law. 

Ji  Nolhiny  in  Ihis  section  shall  heconsinied  lo: 

 1 1 1  AITcci  any  federal  or  state  law  lhal  peniiils  an  owner,  lessor,  lessee,  or  any  olher  person  who  has  a  Icyal  interest  in  real  pmpenv  from  prohihitiny  Ihe  manufaclure.  production. 

 delivery.  possessKin.  or  use  ol  iiiari|uana  on  such  real  propenv: 

(2  >  Require  a  perscHi  to  v  lolaie  a  federal  law .  or 

(31  Hxeiiipl  a  person  from  a  federal  law. 

li  nie  Ailomev  (iencral  is  authon/ed  and  directed  to  advocate  for  waivers  of  or  cxccpiions  lo  all  fc-dcral  laws  inconsistent  with  this  .scxtion  and  lo  seek 

expunyemeni  of  records  ol  expiiiiyed  olVeiises  lhal  are  iiiainlained  by  anolhcr  lunsdiclion. 

14.  The  (iovenior  is  aulhon/ed  and  dirg  led  lo  advocalc  lor  Ihc  Icxlcral  yovcrnmcnl  lo  waive  or  amend  all  laws  inconsisleni  wilh  Ihis  scclion. 

15.  Ilie  yeneral  assembly  may  enacl  laws  to  reyulate  induslnal  hemp  and  iiuiriiuana  ihat  are  nol  inconsisleni  wilh  this  section. 

lb  nie  division  is  aulhon/ed  and  directc-d  to  make,  adminisicr.  and  enforce  mics  and  reyulalions  that  arc  nol  inconsistent  with  Ihis  sc-clion. 

12  The  dcpanmeiit  is  aulhon/ed  and  dircxtc-d  to  make,  iklminisier.  ;uid  eiifoge  niles  and  reyulalions  thai  are  nol  inconsistent  with  this  section 

i!L  All  pr^lVlslons  of  ihis  seclion  shall  be  self-enfoainy.  ITiis  seclion  will  become  elTectivc  ihinv  days  aller  Ihc  cicclion  anprov  me  this  scxtion. 

JiL  ll  is  hereby  dcvlared  to  be  Ihe  iiitenl  of  lliis  section  that  each  and  e\  cry  subseclion.  parayraph.  phrase,  and  word  of  this  section  would  ha\  e  been  adoplcd 

rcyardless  of  w  hether  one  or  more  of  the  subseclions.  parayraphs.  nhrases.  or  words  of  Ihis  seclion  is  held  unconstitutional,  illeyal.  or  void,  l  o  that  end,  ihc 
subsections,  parayraphs.  phrases,  and  words  of  this  section  are  intended  lo  be  severable.  If  any  subsections,  paragraphs.  plira.ses.  or  words  of  Ihis  seclion  are  held 
to  be  unconstitutional,  illeyal.  or  void,  either  on  their  lace  or  as  applied.  Ihe  conslilutionaliiy.  leyalilv.  iuid  applicability  of  any  and  all  olher  subscxlions. 
parayraphs.  phrases,  and  words  shall  nol  be  alTccted. 

20.  All  stale  laws  lhal  are  inconsisleni  w  ith  this  seclion  shall  no  lonyer  he  in  force  and  elTecl  insofar  as  Ihev  are  inconsisleni  with  Ihis  .seclion.  Insofar  as  Ihev  are 

applied  10  induslnal  hemp  or  maniuana.  this  section  may  implieilly  repeal  or  tiincnd  Ihe  follow  my  slaiulcs. 
IllScxIions  1.170:  I. ISO.  ID.VIID.S:  ID.s.  1 1 IW:  III.V  1 1 12:  324.041:  ..24  IWb:  33  IDbO:  3.12.321 :  333.331):  334. 100:  334. 102:  3.34.IQ3:  334.107:  334.fel3:  334.blh.  335.l)(.b:  3.3ft.  I II). 
337.035:  337.330:  337. .'^25.  337.630.  337.730:  33S.OI3:  33S.I).'^5:  33S.Ob5:  33S.3SO:  33').  1 1)0:  340.2()4:  340.274:  441. )(30:  4Hb.3X5:  487.t).'i():  .577.500.113):  .'i77.50-'i:  5'W.()S(): 
590.0')ll:  5')0.I0(I:  h30.17(l:  578.315:  55S.OI  1 .4121:  <i32.505.3(3)  bv  nrotectiny  mcxiical  maniuana  consumers  and  their  health  care  providers  from  any  enniinal  or  civil  penallies  or 
discnniiiiation  in:  public  employee  hiriny  and  discipline,  professional  and  other  licensure:  emplovmenl.  Iiousiny.  educalion.  public  benefits,  and  public  accommodations,  orean 
tnmsplanis  and  olher  heallh  care,  and  tenus  of  probation,  incarceration,  or  parole. 

|2)  Section  2(>3  2511  by  leeali/iny  ayriculuiral  and  industrial  hemp  and  Ihercbv  rcmoviny  cannabis  from  Ihc  lisi  of  noxious  wec-ds: 

(3lSccHons  l'>5  Illll  ll7)ie  and  I).  |24|.  140).  I')5  015  4.  I')5.lll  7.2(  I  M4llw.  ec.  and  III:  195  202.:  195.211.  195.222.  195.223  hv  rcmoviny  maniuana  and  maniuana  naranhemalia 
from  the  lisl  of  conirollcxi  substances  and  leyali/iny  their  use,  possession,  nrotluclion  and  disinhulion: 

(41  Sections  195.275:  195.2X5:  1 95.29 1.  195.212:  195.213:  195.292.  195.295.  |95.29(.:  195.320  :  55b.031.  55S.01b:  55S.019:  568.045.  57S.42U2)ldl  by  annulliny  or  modilVinu 
application  of  .slalutes  authori/iny  a  cnniinal  penally  lor  maniuana  oU'enses. 

(51  Sections  I  UiO:  OKI  120:  MO  12(i.2  by  expunymy  and  destroviny  yovernmeni  rc-cords  of  iiiariiuaiia  law  offenders  and  releasiny  maniuana  law  olTendeni  from  incareeralion. 
probation,  and  parole: 

16)  Seclions  1 95. 1 90:  1 95  1 95.  54S.()2 1  by  prohihitiny  slate  expenditures  or  rc-sources  lo  eixiperale  wilh  olher  states'  or  federal  inanjuana  prohibilion  laws: 

17)  Scelions  .106.110:  306.1  II  V  .306  1 16:  .306.117:  571.070:  571.072.  577  1)01.3:  577.010:  577.020:  577.023(4):  577.037:  577.041 .21 1  Hal.  577.IU9:  577.203:  577.206.  577.214: 
577.21 7:  577.22 1  by  nol  presuminy  liability,  culpability,  neyliyenee.  beiny  under  the  inlUience.  intoxicalion.  or  any  kind  of  impaimieni  because  of  maniuana  use  or  Ihe  presence  of 
maniuana  in  a  person's  body. 

(X)  Anicle  V.  Seclion  24  and  Anicle  VII.  Section  I  of  the  Consiilulion  may  be  implicitly  anicndal  hy  prolc-chny  ludyes  and  eleetc-d  officials  from  Ihc  civil  penalties  of  discipline. 
impcaclimetit.  or  removal  from  olliee  if  ihev  arc  qualilk-d  medical  marijuana  consumers  even  if  Ihev  are  in  violalion  of  federal  law. 


Jason  Kandhr 


JAMIISC.  KiKKl'ATKICK 
STATI  INI-ORWA  TION  Cl  NTHR 

(573)751  4936 


SUCRH  I  ARY  OH  S'l  ATE 

State  oh  Missouri 


Elections  Division 
(573)751  2301 


February  10,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

FEB  t  0  2014 


STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Theodis  Brown  regarding  a  proposed  to  the  Revised  Statutes  of 
Missouri  (2014-123) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Theodis  Brown  on  February  7,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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County 


voiw.  '  A/ 


INITIATIVE  PK  i  rriON 

TiMk  tliHvintl)l(  Jiisoii  KhiiJw,  Seciviiiry  of  Stole  (or  ilic  Sme  i>f  MlSsoiir): 


Wc,  ilic  uiid«rsiijiu!il,  icdbureil  voters  of  tiK  tuie  ol  Mlwouri  uiul  _ 


iirdei  lh.il  the  Jollowing  ujncwI.iKnl  to  the  umsniuuon  iluill  tx:  .siibmilied  to  ihe  voiew  t.rHw  m\c  ..f  Missouri,  ihoir  ;.ppro«i.l 
nr  rejection,  m  ilic  uwierul  elecnon  lo  be  IkIiI  oii  ilw  4*  day  of  November,  20M,  and  ciicli  (or  hiiiueiror  lierself  juys:  I  have 

|n:r«)iially  siriwiI  iI-,Is  pstiliim;  /  am  u  legislcreil  voter  of  the  >laic  i>f  Misnxiri  ami  County  (oi  city  of  Si. 

|j;ui»);  my  reguicrcj  voiinj;  ailJicssuiii)  ilic  name  ol  (l«  clly,  town  iw  vllluije  in  whK.li  I  live  iirecDrrcL-lly  wrillen  nllermy 

Miiill  ll)c  Muxmii  Ciiiullluliiiii  Ik  >iiiciiJ«iI  In. 

be  it  enacted  by  the  peoples  of  Missouri;  shall  the  seclon 
47.310rsino20l3  be  invoke  to  allow  the  formation  of  a  new 
Missouri  county  by  the  name  nf  rastienoint  county  missoujri 

yes?  or  no? 

CIKCDLA rOK'-S  AH  lOAVIT  .STATli  01'  MISSOUBI,  COUNTY  DP  


Al^SC.  Cf-  STATt 


I,  


 ,  Mn^  firsl  duly  sworn,  say  (priiii  or  lype  names  of  signers) 


(b'ijfiiiilurul 

SIliNtl) 

REnisTiJiEn  vnriNfi  AnnRBss 

(Sirocil  iCiiy.'ruwii  or  Villaxc) 

?SP 

a>i)E 

CONOR. 
DIST. 

ir 

(Prinlu 

JAMK 
or  Tyoed) 

I. 

3. 

4. 

5. 

fi. 

7. 

8. 

Til 

1 

u. 

15. 

1   

siynwl  iliis  page  iif  itie  forcsoii 
eoch  hiis  siaial  hi»  or  \w  uumc 
rtgibiereJ  v«>ier  of  ilw  Male  '>f" 

petition,  anci  each  of  tb.m  .i8..ed  hi»  or  2 
.  rcsisiercii  voiing  Mrtii  and  city,  town  or  vilbge  uirrealy.  and  iha.  caa 
Mi;»»ouri  und  .   C\wT\\y. 

;  1  believe  that 
1  signer  \s  » 

Sijnaiureof  Afliuni 
(Pci  «m  iibluiniiiis  >nnuiure!ti 

SMbscibcJ  U.U  .won.  U,  before  mc  this  -  

 si^i^uire'«»'l'N'»"'-y 


Notary  public  (Scall 


 A.D.201_. 

AddTc^of  Noljiry 

My  cominissioi^  expires. 


I  k  ■  /•  I        I  A 


Jason  Kander 


JAMKS  C.  KiRKl'ATRICK 
STATK  INI-'ORMATION  Cl^NTKR 

(S73)  7f;i  4936 


Secretary  of  State 
State  of  Missouri 


ELKcrrioNs  Division 
(573)751  2301 


The  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


March  10,  2014 


Jefferson  City,  MO  65101 

RE:      Petition  approval  request  from  Khristine  Heisinger  regarding  a  proposed  statutory  amendment  to 
Chapter  149,  version  A  (2014-124) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Khristine  Heisinger  on  March  7,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 
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1^-1  a.M 

County  


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021.  RSMa  to  Jhe  coijjran',  Cor^  t 
exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  fXiDunl.'OliiiW'Ji^  any  imuativf|)e 


I  term  of  imprisonment  not  to 
fietition  with  any  name  other 

than  his  or  her  own.  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such 
person  knows  he  or  she  is  not  a  registered  voter.  ■ 


INITIATIVE  PETITION 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 
Wc,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  


County  (or  city  of  St.  Louis),  respectfully  order  that 


the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held 
on  the  4'*'  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition:  1  am  a  registered  voter  of  the  state  of 

Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  name  of  the  city,  town  or  village  in  which  I  live 

are  correctly  written  after  my  name. 


{Insert  Ballot  Title  Here} 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI, 

COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (printed  names  of  signers  below) 

(Petition  Circulator's  Printed  Name) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)               (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

n. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  stated  his  or  her 
name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subsciibed  and  sworn  to  before  me  this 


Address  of  Affiant 
day  of  ,  A.D.  201  . 


Signature  of  Notary 
Notary  Public  (Seal) 


Address  of  Notary 
My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Chapter  149,  RSMo,  is  amended  by  adding  thereto  one  new  section,  to  be  known  as  section 
149.018,  to  read  as  follows: 

149.018.  1  ■  Notwithstanding  any  provision  of  law  to  the  contrary,  a  tobacco  product 
manufacturer  as  defined  in  section  196.1000(1),  selling  cigarettes  to  consumers  within  the  State 
(whether  directly  or  through  a  distributor,  retailer  or  similar  intermediary  or  intenmediaries),  shall 
be  considered  to  meet  the  requirements  of  section  196.1003,  and  sections  196.1020  to  196.1035, 
if  the  tobacco  product  manufacturer  elects  to  have  an  additional  tax  levied  on  the  sale  of  its 
cigarettes  and  roll-your-owTi  tobacco  in  this  state  as  set  forth  in  subsection  2. 

2.  On  and  after  January  1,  2015,  an  additional  tax  on  the  sale  of  cigarettes  and  roll-your-own 
tobacco,  in  an  amount  equal  to  one  and  one-half  cents  ($0.015)  per  cigarette,  and  ten  and  twenty- 
five  hundredths  percent  of  the  manufacturer's  invoice  price  before  discounts  and  deals  on  roll- 
your-own  tobacco,  shall  be  levied  and  imposed  upon  the  sale  of  cigarettes  and  roU-vour-owTi 
tobacco  in  this  state  of  any  tobacco  product  manufacturer  electing  such  taxation  in  lieu  of  the 
requirements  of  sections  196.1003  and  196.1020  to  196.1035. 

3.  Any  taxes  imposed  by  this  section  shall  be  in  addition  to  other  taxes  imposed  by  law  on  the 
sale  of  cigarettes  and  roll-your-own  tobacco  in  this  state  and  shall  be  collected  in  the  same 
manner  and  at  the  same  time  as  the  taxes  imposed  by  law  upon  the  sale  of  cigarettes  and  roll- 
your-own  tobacco  under  this  chapter. 


Jason  Kander 


JAMKS  C.  KlRKl'ATRICK 

Statk  Information  Ckntkr 
(573)751  4936 


SEC:RE  TARY  OF  STATE 

STATK  OF  Missouri 


ELKcmoNs  Division 
(573)751-2301 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  Cit>',  MO  65101 


March  10,2014 


RE:      Petition  approval  request  from  Khristine  Heisinger  regarding  a  proposed  statutor>  amendment  to 
Chapter  149,  version  B  (2014-125) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Khristine  Heisinger  on  March  7, 2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMKS  C.  KlRKl'ATRICK  Statk  Information  Ci:nti:r 
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County  _ 
Page  No. 


It  is  a  class  A  misdemeanor  punisiiable,  notwithstanding  the  provisions  of  section  560.021,  RSMo.  to  the  contrary,  for  a  term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  oiJ)iyh,,6:)r§nvoiic  t(jr,sigfi^;f^ii^tiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  th^yamii  tffeJlsure  forthi  same  election,  o 
person  knows  he  or  she  is  not  a  registered  voter. 


,  or  to  sign  a  petition  when  such 


INITIATIVE  PETITI01<<   //^j  ' ^i'^V?Z 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 
We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  


Sr.C.  UFGTATE 


 County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Mis.souri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held 
on  the  4'*'  day  of  November,  2014,  and  each  for  himself  or  henself  says:  1  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of 

Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  name  of  the  city,  town  or  village  in  which  1  live 

are  correctly  written  after  my  name. 


{Insert  Ballot  Title  Here} 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI. 

COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (printed  names  of  signers  below) 

(Petition  Circulator's  Printed  Name) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)              (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

S. 

6. 

7. 

8, 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  stated  his  or  her 
name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 


Address  of  Affiant 
day  of  ,  A.D.  201  . 


Signature  of  Notary 
Notaiy  Public  (Seal) 


Address  of  Notary 
My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Sections  196.1000.  196.1003.  196.1020.  196.1023.  196.1026.  196.1029.  196.1032.  and 
196.1035.  RSMo.  are  repealed  and  one  new  section  enacted  in  lieu  thereof  to  be  known  as 
section  149.018.  to  read  as  follows: 

149.018.  On  and  after  January  1.  2015.  an  additional  tax  on  the  sale  of  cigarettes  and  roll-yoiir- 
own  tobacco,  in  an  amount  equal  to  one  and  one-half  cents  ($0.015)  per  cigarette,  and  ten  and 
twenty-five  hundredths  percent  of  the  manufacturer's  invoice  price  before  discounts  and  deals  on 
roll-your-own  tobacco,  shall  be  levied  and  imposed  upon  the  sale  of  cigarettes  and  roll-your-own 
tobacco  in  this  state.  The  taxes  imposed  by  this  section  shall  be  in  addition  to  other  taxes 
imposed  by  law  on  the  sale  of  cigarettes  and  roll-your-own  tobacco  and  shall  be  collected  in  the 
same  manner  and  at  the  same  time  as  the  taxes  imposed  by  law  upon  the  sale  of  cigarettes  and 
roll-your-own  tobacco  under  this  chapter. 

[196.1000.  (a)  "Adjusted  for  inflation"  means  increased  in  accordance  with  the  formula  for 
inflation  adjustment  set  forth  in  Exhibit  C  to  the  Master  Settlement  Agreement. 

(b)  "Affiliate"  means  a  person  who  directly  or  indirectly  owns  or  controls,  is  owned  or  controlled 
by,  or  is  under  common  ownership  or  control  with,  another  person.  Solely  for  purposes  of  this 
definition,  the  terms  "owns,"  "is  owned"  and  "ownership"  mean  ownership  of  an  equity  interest, 
or  the  equivalent  thereof,  of  ten  percent  or  more,  and  the  term  "person"  means  an  individual, 
partnership,  committee,  association,  corporation  or  any  other  organization  or  group  of  persons. 

(c)  "Allocable  share"  means  Allocable  Share  as  that  term  is  defined  in  the  Master  Settlement 
Agreement. 

(d)  "Cigarette"  means  any  product  that  contains  nicotine,  is  intended  to  be  burned  or  heated 
under  ordinary  conditions  of  use,  and  consists  of  or  contains  (1)  any  roll  of  tobacco  wrapped  in 
paper  or  in  any  substance  not  containing  tobacco;  or  (2)  tobacco,  in  any  form,  that  is  functional 
in  the  product,  which,  because  of  its  appearance,  the  type  of  tobacco  used  in  the  filler,  or  its 
packaging  and  labeling,  is  likely  to  be  offered  to,  or  purchased  by,  consumers  as  a  cigarette;  or 
(3)  any  roll  of  tobacco  wrapped  in  any  substance  containing  tobacco  which,  because  of  its 
appearance,  the  type  of  tobacco  used  in  the  filler,  or  its  packaguig  and  labeling,  is  likely  to  be 
offered  to,  or  purchased  by,  consumers  as  a  cigarette  described  in  clause  (1)  of  this  definition. 
The  term  "cigarette"  includes  "roll-your-own"  (i.e.,  any  tobacco  which,  because  of  its 
appearance,  type,  packaging,  or  labeling  is  suitable  for  use  and  likely  to  be  offered  to,  or 
purchased  by,  consumers  as  tobacco  for  making  cigarettes).  For  purposes  of  this  definition  of 
"cigarette,"  0.09  ounces  of  "roll-your-own"  tobacco  shall  constitute  one  individual  "cigarette." 

(e)  "Master  Settlement  Agreement"  means  the  settlement  agreement  (and  related  documents) 
entered  into  on  November  23,  1998  by  the  State  and  leading  United  States  tobacco  product 
manufacturers. 

(f)  "Qualified  escrow  fund"  means  an  escrow  arrangement  with  a  federally  or  State  chartered 
financial  institution  having  no  affiliation  with  any  tobacco  product  manufacturer  and  having 
assets  of  at  least  $1,000,000,000  where  such  arrangement  requires  that  such  financial  instituUon 
hold  the  escrowed  funds'  principal  for  the  benefit  of  releasing  parties  and  prohibits  the  tobacco 
product  manufacturer  placing  the  funds  into  escrow  fi-om  using,  accessing  or  dkecting  the  use  of 
the  funds'  principal  except  as  consistent  with  section  2(b)(2)  of  this  Act. 

(g)  "Released  claims"  means  Released  Claims  as  that  term  is  defined  in  the  Master  Settlement 
Agreement. 

(h)  "Releasing  parties"  means  Releasing  Parties  as  that  term  is  defined  in  the  Master  Settlement 
Agreement. 

(i)  "Tobacco  Product  Manufacturer"  means  an  entity  that  after  the  date  of  enactment  of  this  Act 
directly  (and  not  exclusively  tltrough  any  affiliate): 

(1)  manufactures  cigarettes  anywhere  that  such  manufacturer  intends  to  be  sold  in  the  United 
States,  including  cigarettes  intended  to  be  sold  in  the  United  States  through  an  importer  (except 
where  such  importer  is  an  original  participating  manufacturer  (as  that  term  is  defined  in  tiie 
Master  Settlement  Agreement)  that  will  be  responsible  for  the  payments  under  tiie  Master 
Settlement  Agreement  with  respect  to  such  cigarettes  as  a  result  of  the  provisions  of  subsection 
Il(mm)  of  the  Master  Settlement  Agreement  and  that  pays  the  taxes  specified  in  subsection  II(z) 
of  the  Master  Settlement  Agreement,  and  provided  that  the  manufacturer  of  such  cigarettes  does 
not  market  or  advertise  such  cigarettes  in  the  United  States); 

(2)  is  the  first  purchaser  anywhere  for  resale  in  the  United  States  of  cigarettes  manufactured 
anywhere  that  the  manufacturer  does  not  intend  to  be  sold  in  the  United  States;  or 

(3)  becomes  a  successor  of  an  entity  described  in  paragraph  (1)  or  (2). 


1^-1  ^ 

The  term  "Tobacco  Product  Manufacturer"  shall  not  include  an  affiliate  of  a  tobacco  product 
manufacturer  unless  such  affiliate  itself  falls  within  any  of  (l)-(3)  above, 
(j)  "Units  sold"  means  the  number  of  individual  cigarettes  sold  in  the  State  by  the  applicable 
tobacco  product  manufacturer  (whether  directly  or  through  a  distributor,  retailer  or  similar 
intermediary  or  intermediaries)  during  tlie  year  in  question,  as  measured  by  excise  taxes 
collected  by  the  State  on  packs  (or  "roll-your-own"  tobacco  containers)  bearing  the  excise  tax 
stamp  of  the  State.  The  department  of  revenue  shall  promulgate  such  regulations  as  are  necessary 
to  ascertain  the  amount  of  State  excise  tax  paid  on  the  cigarettes  of  such  tobacco  product 
manufacturer  for  each  year.] 

[196.1003.  Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State 
(whether  directly  or  through  a  distributor,  retailer  or  similar  intermediary  or  intermediaries)  after 
the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a  participating  manufacturer  (as  that  term  is  defined  in  section  IIGj)  of  the  Master 
Settlement  Agreement)  and  generally  perform  its  financial  obligations  under  the  Master 
Settlement  Agreement;  or 

(b)  (1)  place  into  a  qualified  escrow  fund  by  April  15  of  the  year  following  the  year  in  question 
the  following  amounts  (as  such  amounts  are  adjusted  for  inflation) 

1999:  $.0094241  per  unit  sold 

after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year 

thereafter:  $.0188482  per  umt  sold. 

(2)  A  tobacco  product  manufacturer  that  places  fiinds  into  escrow  pursuant  to  paragraph  (1)  shall 
receive  the  interest  or  other  appreciation  on  such  fiands  as  earned.  Such  funds  themselves  shall  be 
released  from  escrow  only  under  the  following  circumstances 

(A)  to  pay  a  judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product 
manufacturer  by  the  State  or  any  releasing  party  located  or  residing  in  the  State.  Funds  shall  be 
released  from  escrow  under  this  subparagraph  (i)  in  the  order  in  which  they  were  placed  into 
escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under 
such  judgment  or  settlement; 

(B)  to  the  extent  that  a  tobacco  product  manufacturer  establishes  that  the  amount  it  was  required 
to  place  into  escrow  in  a  particular  year  was  greater  than  the  State's  allocable  share  of  the  total 
payments  that  such  manufacturer  would  have  been  required  to  make  in  that  year  under  the 
Master  Settlement  Agreement  (as  determined  pursuant  to  section  IX(i)(2)  of  the  Master 
Settlement  Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3) 
of  that  Agreement  other  than  the  Inflation  Adjustment)  had  it  been  a  participating  manufacturer, 
the  excess  shall  be  released  from  escrow  and  revert  back  to  such  tobacco  product  manufacturer; 
or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be 
released  from  escrow  and  revert  back  to  such  tobacco  product  manufacturer  twenty-five  years 
after  the  date  on  which  they  were  placed  into  escrow. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  ftinds  into  escrow  pursuant  to  this 
subsection  shall  armually  certify  to  the  Attorney  General  that  it  is  in  compliance  with  this 
subsection.  The  Attorney  General  may  bring  a  civil  action  on  behalf  of  the  State  against  any 
tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this 
section.  Any  tobacco  product  manufacturer  that  fails  in  any  year  to  place  into  escrow  the  fiands 
required  under  this  section  shall 

(A)  be  required  within  1 5  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a  findmg  of  a  violation  of  this  subsection,  may  impose  a  civil 
penalty  to  be  paid  to  the  State's  general  revenue  fund  in  an  amount  not  to  exceed  5  percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a  total  amoxmt  not  to 
exceed  100  percent  of  the  original  amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a  knowing  violation,  be  required  within  1 5  days  to  place  such  funds  into 
escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon  a  finding  of  a  knowing 
violation  of  this  subsection,  may  impose  a  civil  penalty  to  be  paid  to  the  State's  general  revenue 
fiind  in  an  amount  not  to  exceed  1 5  percent  of  the  amount  improperly  withlield  from  escrow  per 
day  of  the  violation  and  in  a  total  amount  not  to  exceed  300  percent  of  the  original  amount 
improperly  withheld  from  escrow;  and 
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(C)  in  the  case  of  a  second  knowing  violation,  be  prohibited  from  seUing  cigarettes  to  consumers 
within  the  State  (whether  directly  or  through  a  distributor,  retailer  or  similar  intermediary)  for  a 
period  not  to  exceed  2  years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a  separate 
violation.  Any  tobacco  product  manufacturer  that  violates  the  provisions  of  this  section  shall  pay 
the  State's  cost  and  attorney's  fees  incurred  during  a  successful  prosecution  under  this  section.] 

[196.1020.  As  used  in  sections  196.1020  to  196.1035,  the  following  terms  mean: 

(1)  "Brand  family",  all  styles  of  cigarettes  sold  under  the  same  trademark  and  differentiated  from 
one  another  by  means  of  additional  modifiers  or  descriptors,  including  but  not  limited  to 
"menthol",  "lights",  "kings",  and  "100s",  and  includes  any  brand  name  alone  or  in  conjunction 
with  any  other  word  trademark,  logo,  symbol,  motto,  selling  message,  recognizable  pattern  of 
colors,  or  any  other  indicia  of  product  identification  identical  or  similar  to,  or  identifiable  with,  a 
previously  known  brand  of  cigarettes; 

(2)  "Cigarette",  the  same  meaning  as  such  term  is  defined  in  section  196.1000; 

(3)  "Director",  the  director  of  the  Missouri  department  of  revenue; 

(4)  "Master  settlement  agreement",  the  same  meaning  as  such  term  is  defmed  in  section 
196.1000; 

(5)  "Nonparticipating  manufacturer",  any  tobacco  product  manufacturer  that  is  not  a  participating 
manufacturer; 

(6)  "Participating  manufacturer",  the  same  meaning  as  such  term  is  defined  in  section  II(jj)  of  the 
master  settlement  agreement  and  all  amendments  thereto; 

(7)  "Qualified  escrow  fund",  the  same  meaning  as  such  term  is  defmed  in  section  196.1000; 

(8)  "Stamping  agent",  a  person  who  is  authorized  to  affix  tax  stamps  to  packages  or  other 
containers  or  cigarettes  under  chapter  149  or  any  person  who  is  required  to  pay  the  tax  imposed 
under  section  149.160  on  other  tobacco  products; 

(9)  "Tobacco  product  manufacturer",  the  same  meaning  as  such  term  is  defined  in  section 
196.1000; 

(10)  "Units  sold",  the  same  meaning  as  such  term  is  defined  in  section  196.1000.] 

[  1 96. 1 023 . 1 .  Every  tobacco  product  manufacturer  whose  cigarettes  are  sold  in  this  state,  whether 
directly  or  through  a  distributor,  retailer,  or  similar  intermediary  or  intermediaries,  shall  execute 
and  deliver  on  a  fonn  prescribed  by  the  director  a  certification  to  the  director  no  later  than  the 
thirtieth  day  of  April  each  year  certifying,  under  penalty  of  perjury,  that  as  of  the  date  of  such 
certification  such  tobacco  product  manufacturer  is  a  participating  manufacturer  or  is  in  full 
compliance  with  section  196.1003. 

(1)  A  participating  manufacturer  shall  include  in  its  certification  a  list  of  its  brand  families.  The 
participating  manufacturer  shall  update  such  list  thirty  calendar  days  prior  to  any  addition  to  or 
modification  of  its  brand  families  by  executing  and  delivering  a  supplemental  certification  to  the 
director. 

(2)  A  nonparticipating  manufacturer  shall  include  in  its  certification: 

(a)  A  list  of  all  of  its  brand  families  and  the  number  of  units  sold  for  each  brand  family  that  were 
sold  in  the  state  during  the  preceding  calendar  year; 

(b)  A  list  of  all  of  its  brand  families  that  have  been  sold  in  the  state  at  any  time  during  the  current 
calendar  year,  which  shall  indicate,  by  an  asterisk,  any  brand  family  sold  in  the  state  during  the 
preceding  calendar  year  that  is  no  longer  being  sold  in  the  state  as  of  the  date  of  such 
certification;  and 

(c)  The  name  and  address  of  any  other  manufacturer  of  such  brand  families  in  the  preceding  or 
current  calendar  year. 

The  nonparticipating  manufacturer  shall  update  such  list  thirty  calendar  days  prior  to  any 
addition  to  or  modification  of  its  brand  families  by  executing  and  delivering  a  supplemental 
certification  to  the  director. 

(3)  For  a  nonparticipating  manufacturer,  such  certification  shall  fiirther  certify: 

(a)  That  such  nonparticipating  manufacturer  is  registered  to  do  business  in  the  state  or  has 
appointed  a  resident  agent  for  service  of  process  and  provided  notice  thereof  as  required  in  this 
subsection; 

(b)  That  such  nonparticipating  manufacturer  has  established,  and  continues  to  maintain,  a 
qualified  escrow  fund  and  has  executed  a  qualified  escrow  agreement,  governing  the  qualified 
escrow  fund,  which  has  been  reviewed  and  approved  by  the  director; 

(c)  That  such  nonparticipating  manufacturer  is  in  full  compliance  with  sections  196.1003  and 
196.1020  to  196.1035  and  any  rules  promulgated  thereunder; 
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(d)  The  name,  address,  and  telephone  number  of  the  financial  institution  where  the 
nonparticipating  manufacturer  has  established  such  qualified  escrow  fund  required  under  section 
196.1003  and  all  rules  promulgated  thereunder; 

(e)  The  account  number  of  such  qualified  escrow  fund  and  any  subaccount  number  for  the  state; 

(f)  The  amount  such  nonparticipating  manufacturer  placed  in  such  fund  for  cigarettes  sold  in  the 
state  during  the  preceding  calendar  year; 

(g)  The  date  and  amount  of  each  such  deposit,  and  such  evidence  or  verification  as  may  be 
deemed  necessary  by  the  director  to  confirm  the  foregoing;  and 

(h)  The  amount  and  date  of  any  withdrawal  or  transfer  of  funds  the  nonparticipating 
manufacturer  made,  at  any  time,  fi-om  such  fund  or  fi-om  any  other  qualified  escrow  fund  into 
which  it  ever  made  escrow  payments  under  section  196.1 003  and  all  rules  promulgated 
thereunder. 

(4)  A  tobacco  product  manufacturer  shall  not  include  a  brand  family  in  its  certification  unless: 

(a)  In  the  case  of  a  participating  manufacturer,  such  participating  manufacturer  affirms  that  the 
brand  family  is  deemed  to  be  its  cigarettes  for  purposes  of  calculating  its  payments  under  the 
master  settlement  agreement  for  the  relevant  year,  in  the  volume  and  shares  determined  under  the 
master  settlement  agreement;  and 

(b)  In  the  case  of  a  nonparticipating  manufacturer,  such  nonparticipating  manufacturer  affirms 
that  the  brand  family  is  deemed  to  be  its  cigarettes  for  purposes  of  section  196.1003. 
Nothing  in  this  section  shall  be  construed  as  limiting,  or  otherwise  affecting,  the  state's  right  to 
maintain  that  a  brand  family  constitutes  cigarettes  of  a  different  tobacco  product  manufacturer 
for  purposes  of  calculating  payments  under  the  master  setUement  agreement  or  for  purposes  of 
section  196.1003. 

(5)  Tobacco  product  manufacturers  shall  maintain  all  invoices  and  documentation  of  sales  and 
other  such  information  relied  upon  for  such  certification  for  a  period  of  five  years,  unless 
otherwise  required  by  law  to  maintain  them  for  a  greater  period  of  time. 

2.  On  or  after  January  1,  201 1,  the  director  shall  issue,  maintain,  update  when  necessary  but  only 
on  the  first  calendar  day  of  each  month,  make  available  for  public  inspection  and  publish  on  its 
website  a  directory  listing  of  all  tobacco  product  manufacturers  that  have  provided  current  and 
accurate  certifications  in  compliance  with  the  requirements  of  subsection  1  of  this  section  and  all 
brand  families  listed  in  such  certifications,  except: 

(1)  The  director  shall  not  include,  or  retain,  in  such  directory  the  name  or  brand  families  of  any 
nonparticipating  manufacturer  that  fails  to  provide  the  required  certification,  or  whose 
certification  the  director  determines  is  not  in  compliance  with  subdivisions  (2)  and  (3)  of 
subsection  1  of  this  section,  unless  tiae  director  has  determined  that  such  violation  has  been  cured 
to  the  satisfaction  of  the  director; 

(2)  Neither  a  tobacco  product  manufacturer  nor  brand  family  shall  be  included,  or  retained,  in  the 
directory  if  the  director  concludes,  in  the  case  of  a  nonparticipating  manufacturer  that: 

(a)  Any  escrow  payment  required  under  section  196.1003  for  any  period,  for  any  brand  family, 
whether  or  not  listed  by  such  nonparticipating  manufacturer  has  not  been  fully  paid  into  a 
qualified  escrow  fimd  governed  by  a  qualified  escrow  agreement  approved  by  the  director;  or 

(b)  Any  outstanding  final  judgment,  including  interest  thereon,  for  violations  of  section  196.1003 
has  not  been  fully  satisfied  for  such  brand  family  and  such  manufacturer; 

(3)  Every  stamping  agent  shall  provide,  and  update  as  necessary,  an  electronic  mail  address  to 
the  director  for  the  purpose  of  receiving  any  notifications  that  may  be  required  by  sections 
196.1020  to  196.1035. 

3.  (1)  The  directory  issued  and  updated  in  subsection  2  of  this  section  shall  become  effective 
immediately  but  only  as  it  applies  to  tobacco  product  manufacturers,  and  it  shall  be  unlawful  for 
any  tobacco  wholesaler  or  retailer  to  purchase  fi-om  any  tobacco  product  manufacturer  any 
cigarette  or  brand  family  not  listed  in  the  directory. 

(2)  The  directory  issued  in  subsection  2  of  this  section  shall  become  effective  on  the  first  day  of 
tiie  month  following  the  month  in  which  said  directory  is  published  or  updated  as  it  applies  to 
tobacco  wholesalers,  and  on  tiie  fifteenth  day  of  the  month  following  the  month  in  which  said 
directory  is  published  or  updated  as  it  applies  to  tobacco  retailers  in  order  to  allow  wholesalers 
and  retailers  sufficient  time  to  sell  their  inventory. 

(3)  Unless  otiierwise  permitted  herein,  it  shall  be  unlawful  for  any  person  to: 

(a)  Affix  a  stamp  to  a  package  or  other  container  of  cigarettes  of  a  tobacco  product  manufacturer 
or  brand  family  not  included  in  the  directory;  or 

(b)  Sell,  offer,  or  possess  for  sale  m  this  state,  or  import  for  personal  consumption  in  this  state, 
cigarettes  of  a  tobacco  product  manufacturer  or  brand  family  not  included  in  the  directory.] 
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[196.1026.  1 .  Any  nonresident  or  foreign  nonparticipating  manufacturer  not  registered  to  do 
business  in  this  state  as  a  foreign  corporation  or  business  entity  shall,  as  a  condition  precedent  to 
having  its  brand  families  listed  or  retained  in  the  directory,  appoint,  and  continually  engage 
without  interruption  the  services  of  an  agent  in  this  state  to  act  as  agent  for  the  service  of  process 
on  whom  all  process  shall  be  served,  and  any  action  or  proceeding  against  it  concerning,  or 
arising  out  of,  the  enforcement  of  sections  196.1003  and  196.1020  to  196.1035  may  be  served  in 
any  manner  authorized  by  law.  Such  service  shall  constitute  legal  and  valid  service  of  process  on 
the  nonparticipating  manufacturer.  The  nonparticipating  manufacturer  shall  provide  the  name, 
address,  phone  number,  and  proof  of  the  appointment  and  availability  of  such  agent  to  the 
satisfaction  of  the  director. 

2.  The  nonparticipating  manufacturer  shall  provide  notice  to  the  director  thirty  calendar  days 
prior  to  termination  of  the  authority  of  an  agent  and  shall  further  provide  proof,  to  the 
satisfaction  of  the  director,  of  the  appointment  of  a  new  agent  no  less  than  five  calendar  days 
prior  to  the  termination  of  an  existing  agent  appointment.  In  the  event  an  agent  terminates  an 
agency  appointment,  the  nonparticipating  manufacturer  shall  notify  the  director  of  the 
termination  within  five  calendar  days  and  shall  include  proof,  to  tlie  satisfaction  of  the  director, 
of  the  appointment  of  a  new  agent. 

3.  Any  nonparticipating  manufacturer  whose  cigarettes  are  sold  in  this  state  and  who  has  not 
appointed  and  engaged  an  agent  as  herein  required  shall  be  deemed  to  have  appointed  the 
secretary  of  state  as  such  agent  and  may  be  proceeded  against  in  courts  of  this  state  by  service  of 
process  upon  the  secretary  of  state.  However,  the  appointment  of  the  secretary  of  state  as  such 
agent  shall  not  satisfy  the  condition  precedent  for  having  the  brand  families  of  the 
nonparticipating  manufacturer  included,  or  retained,  in  the  directory.] 

[196.1029.  1 .  Not  later  than  twenty  days  after  the  end  of  each  calendar  quarter  and  more 
frequently  if  so  directed  by  the  director,  each  stamping  agent  shall  submit  such  information  as 
the  director  requires  to  facilitate  compliance  with  sections  196.1020  to  196.1035  including  but 
not  limited  to: 

(1)  A  list  by  brand  family  of  the  total  number  of  cigarettes;  or 

(2)  In  the  case  of  roU-your-own,  the  equivalent  stick  count  for  which  the  stamping  agent  affixed 
stamps  during  the  previous  calendar  quarter  or  otherwise  paid  the  tax  due  for  such  cigarettes. 
The  stamping  agent  shall  maintain  and  make  available  to  the  director  all  invoices  and 
documentation  of  sales  of  all  nonparticipating  manufacturer  cigarettes  and  any  other  information 
relied  upon  in  reporting  to  the  director  for  a  period  of  five  years. 

2.  The  director  shall  disclose  to  the  attorney  general  any  information  received  under  sections 
196.1020  to  196.1035  which  is  requested  by  the  attorney  general  for  purposes  of  detennining 
compliance  with  and  enforcing  the  provisions  of  sections  196.1020  to  196.1035.  The  director  and 
attorney  general  shall  share  with  each  other  information  received  under  sections  196.1003  and 
196.1020  to  196.1035,  or  corresponding  laws  of  other  states. 

3.  The  director  may,  at  any  time,  require  from  the  nonparticipating  manufacturer  proof  from  the 
financial  institution,  in  which  such  manufacturer  has  established  a  qualified  escrow  fund  for  the 
purpose  of  compliance  with  section  196.1003,  of  the  amount  of  money  in  such  fund  exclusive  of 
interest,  and  the  amount  and  date  of  each  deposit  to  such  fund,  and  the  amount  and  date  of  each 
withdrawal  from  such  fiind. 

4.  In  addition  to  any  other  information  required  to  be  submitted  under  sections  196.1020  to 
196.1035,  the  director  may  require  a  stamping  agent  or  tobacco  product  manufacturer  to  submit 
any  additional  information,  including  but  not  limited  to  samples  of  the  packaging  or  labeling  of 
each  brand  family,  as  is  necessary  to  enable  the  director  to  determine  whether  a  tobacco  product 
manufacturer  is  in  compliance  with  sections  196.1020  to  196.1035.] 

[196.1032.  1 .  In  addition  to,  or  in  lieu  of,  any  other  civil  or  criminal  remedy  provided  by  law, 
upon  a  determination  that  a  stamping  agent  or  any  person  has  violated  subsection  3  of  section 
196.1023  or  any  regulation  adopted  under  subsection  3  of  section  196.1023,  the  director  may 
revoke  or  suspend  the  license  of  any  stampurg  agent  in  the  manner  provided  in  subsection  3  of 
section  149.035.  Each  stamp  affixed  and  each  sale,  or  offer  to  sell,  cigarettes  in  violation  of 
subsection  3  of  section  196.1023  shall  constitute  a  separate  violation.  Upon  a  determination  of  a 
violafion  of  subsection  3  of  section  196.1023  or  any  regulations  adopted  thereunder,  the  director 
may  impose  a  civil  penalty  in  an  amount  not  to  exceed  the  greater  of  five  hundred  percent  of  the 
retail  value  of  the  cigarettes  or  five  thousand  dollars  for  each  such  violation. 
2.  Any  cigarettes  deemed  by  a  court  of  competent  jurisdiction  to  have  been  sold,  offered  for  sale, 
or  possessed  for  sale  in  this  state  in  violation  of  subsection  3  of  section  196.1023  shall  be 
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contraband  and  such  cigarettes  shall  be  subject  to  seizure  and  forfeiture  as  provided  in  chapter 
149  and  all  such  cigarettes  so  seized  and  forfeited  shall  be  destroyed  and  not  resold. 

3.  The  attorney  general,  on  behalf  of  the  director,  may  seek  an  injunction  to  restrain  a  threatened 
or  actual  violation  of  subsection  3  of  section  196.1023,  or  subsection  1  or  4  of  section  196.1029 
by  a  stamping  agent  and  to  compel  a  stamping  agent  to  comply  with  such  provisions.  In  any 
successful  action  brought  under  this  section,  the  state  may  be  entitled  to  recover  the  costs  of 
investigation  and  action  including  reasonable  attorney  fees. 

4.  It  shall  be  unlawful  for  a  person  to  sell  or  distribute  cigarettes,  or  acquire,  hold,  own,  possess, 
transport,  import,  or  cause  to  be  imported,  cigarettes  that  the  person  knows  or  should  know  are 
intended  for  distribution  or  sale  in  the  state  in  violation  of  subsection  3  of  section  196.1023.  A 
violation  of  this  subsection  shall  be  a  class  A  misdemeanor. 

5.  A  person  who  violates  subsection  3  of  section  196.1023  shall  be  deemed  to  have  engaged  in 
an  unfair  practice  in  violation  of  section  407.020.] 

[1 96. 1 035.  1 .  A  determination  of  the  director  not  to  list,  or  to  remove  from  the  directory,  a  brand 
family  or  tobacco  product  manufacturer  shall  be  subject  to  review  by  a  court  of  competent 
jurisdiction. 

2.  No  person  shall  be  issued,  or  granted  a  renewal  of,  a  license  under  chapter  1 49  unless  such 
person  has  certified,  in  writing  and  under  the  penalty  of  perjury,  that  such  person  will  comply 
fiilly  with  sections  196.1020  to  196.1035. 

3.  For  the  calendar  year  2010,  if  the  effective  date  of  sections  196.1020  to  196.1035  is  later  than 
March  16,  2010: 

(1)  The  first  report  of  stamping  agents  required  in  subsection  1  of  section  196.1029  shall  be  due 
thirty  calendar  days  after  July  7,  2010; 

(2)  The  certification  by  a  tobacco  product  manufacturer  described  in  subsection  1  of  section 
196.1023  shall  be  due  forty-five  calendar  days  after  July  7,  2010;  and 

(3)  The  directory  described  in  subsection  2  of  section  196.1023  shall  be  published,  or  made 
available,  within  one  hundred  thirty-five  calendar  days  after  July  7,  2010. 

4.  The  director  may  promulgate  rules  necessary  to  effect  the  purpose  of  sections  196.1020  to 
196.1035.  Any  rule  or  portion  of  a  rule,  as  that  term  is  defined  in  section  536.010  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a  rule 
are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule 
proposed  or  adopted  after  August  28,  2010,  shall  be  invalid  and  void. 

5.  There  is  hereby  created  in  the  state  treasury  the  "Tobacco  Control  Special  Fund",  which  shall 
consist  of  money  collected  under  this  section.  The  state  treasurer  shall  be  custodian  of  the  fund 
and  may  approve  disbursements  from  the  fund  in  accordance  with  sections  30.170  and  30.180. 
Upon  appropriation,  money  in  the  fund  shall  be  used  solely  for  the  administration  of  this  section. 
Any  moneys  remaining  in  the  fund  at  the  end  of  the  biennium  shall  revert  to  the  credit  of  the 
general  revenue  fund.  The  state  treasurer  shall  invest  moneys  in  the  fund  in  the  same  manner  as 
other  funds  are  invested.  Any  interest  and  moneys  earned  on  such  investments  shall  be  credited 
to  the  ftmd. 

6.  If  a  court  of  competent  jurisdiction  determines  that  a  person  has  violated  sections  196.1020  to 
196.1035,  such  court  shall  order  any  profits,  gains,  gross  receipts,  or  other  benefits  from  such 
violation  be  disgorged  and  paid  to  the  state  treasurer  for  deposit  in  the  "Tobacco  Control  Special 
Fund".  Unless  otherwise  expressly  provided,  the  remedies  or  penalties  provided  by  sections 
196.1020  to  196.1035  are  cumulative  to  each  other  and  to  the  remedies  or  penalties  available 
under  all  other  laws  of  this  state. 

7.  If  a  court  of  competent  jurisdiction  finds  that  the  provisions  of  sections  196.1003  and 
196.1020  to  196.1035  conflict  and  cannot  be  harmonized,  the  provisions  of  section  196.1003 
shall  control.  If  any  section  or  portion  of  a  section  in  sections  196.1020  to  196.1035  causes 
section  196.1003  to  no  longer  constitute  a  qualifying  or  model  statute,  as  those  terms  are  defined 
in  the  master  settlement  agreement,  that  portion  of  sections  196.1020  to  196.1035  shall  be 
invalid.] 
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Jason  Kander 


JAM1-:S  C.  KiRKl'ATKICK 

St  ATI-.  Information  c;kntkr 
(573)751  4936 


Secretary  ok  State 
State  of  Missouri 


ELKcrrioNS  DrvTsioN 
(573)751-2301 


March  10,2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


HAD  ) 0  2on 


RE:      Petition  approval  request  from  Khristine  Heisinger  regarding  a  proposed  statutory  amendment  to 
Chapter  149,  version  C  (2014-126) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Khristine  Heisinger  on  March  7,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summar>  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


JAMKS  C.  Kirki>atrk;kStatk  Information  Cknthr 
600  W.  Main  Strkkt  •  Ji- m  kr.s<  )n  City  65 1 0 1 
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County 

prnnVED  PageNo.. 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dolISi||L|f  |i^\lf^  fw^ny^.^  tYZ^ift  3iy  initiative  petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  tor  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such 
person  knows  he  or  she  is  not  a  registered  voter.  '  '^1^ 

INITIATIVE  PEXmob:^'  ^^f-M^^ 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri:  L/ 


rSF.C.  '-'F  STATE 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held 
on  the  4"'  day  of  November.  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition;  1  am  a  registered  voter  of  the  state  of 

Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  name  of  the  city,  town  or  village  in  which  I  live 

are  correctly  written  after  my  name. 


{Insert  Ballot  Title  Here} 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI, 

COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (printed  names  of  signers  below) 

(Petition  Circulator's  Printed  Name) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)               (City,  Town  or  Village) 

ZIP 
CODE 

CONOR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  stated  his  or  her 
name,  registered  voting  address  and  citj',  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant  Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  201  . 


Signature  of  Notary  Address  of  Notary 

Notary  Public  (Sea!)  •        1  My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Chapter  149,  RSMo,  is  amended  by  adding  thereto  one  new  section,  to  be  known  as  section 
149.018,  to  read  as  follows: 

149.018.  1.  Notwithstanding  any  provision  of  law  to  the  contrary,  a  tobacco  product 
manufacturer  as  defined  in  section  196.1000(i),  selling  cigarettes  to  consumers  within  the  State 
(whether  directly  or  through  a  distributor,  retailer  or  similar  intermediary  or  intermediaries),  shall 
be  considered  to  meet  the  requirements  of  section  196.1003,  and  sections  196.1020  to  196.1035, 
when  the  additional  tax  as  set  forth  in  subsection  2  is  levied  on  the  sale  of  the  tobacco  product 
manufacturer's  cigarettes  and  roll-your-ovm  tobacco. 

2.  On  and  after  January  1,  2015,  an  additional  tax  on  the  sale  of  cigarettes  and  roll-your-own 
tobacco,  in  an  amount  equal  to  one  and  one-half  cents  ($0.015)  per  cigarette,  and  ten  and  twenty- 
five  hundredths  percent  of  the  manufacturer's  invoice  price  before  discounts  and  deals  on  roll- 
your-own  tobacco,  shall  be  levied  and  imposed  upon  the  sale  of  cigarettes  and  roll-your-owai 
tobacco  in  this  state. 

3.  Any  taxes  imposed  by  this  section  shall  be  in  addition  to  other  taxes  imposed  by  law  on  the 
sale  of  cigarettes  and  roll-your-own  tobacco  and  shall  be  collected  in  the  same  manner  and  at  the 
same  time  as  the  taxes  imposed  by  law  upon  the  sale  of  cigarettes  and  roll-your-own  tobacco 
under  this  chapter. 


Jason  Kander 


JAMKS  C.  KlRKl'ATRICK 
STATK  INI-ORMATION  C:i:NT1-.1< 

(573)751  4936 


Secretary  of  State 
State  of  Missouri 


Elk(tions  Division 
(573)751  2301 


RECEIVED 


March  11,2014 


MAR  1  1  2014 


The  Honorable  Tom  Schweich 


STATE  AUDITORS  OFFICE 


State  Auditor 

State  Capitol  Building 

Jefferson  City,  MO  65101 

RE:      Petition  approval  request  from  Khristine  Heisinger  regarding  a  proposed  statutory  amendment  to 
Chapter  149(2014-127) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Khristine  Heisinger  on  March  1 1,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 


cc: 


Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


JAMKSC.  KlRKl'ATRICK  STATK  INFORMATION  CKNTF.R 

600  W.  Main  Strki-t  •  Jkfi-f,r.s(  )n  City  65 1 0 1 

Al>MINI,'n°XATIVE  RULK.<i  •  KU.'O.NK.'i.'iSKIlVIOl'i  •  KLK(.TI()N.S  •  nillLICA'l  l()N.S  •  SKt.UKri'IlvS  •  STA'i'K  AH(:HIVK.<!  •  STATK  LlHKAaT  •  WOLHNKR  UHHAKY 


County 

RECFiIVEIUn.: 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021 ,  R^Mp,|to,tJ^e  ccyitra|r)«,ir(pi  3  ttiro  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  for  anyorenPjIp  Any  ini^mtiie  pelinon  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such 
person  knows  he  or  she  is  not  a  registered  voter.  /'")  ' 

INITIATIVE  PETITION  '     Z-r  * 

J^SEC.  oFSfATb 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held 
on  the  4'*'  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition;  1  am  a  registered  voter  of  the  state  of 

Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  name  of  the  city,  town  or  village  in  which  I  live 

are  correctly  written  after  my  name. 


{Insert  Ballot  Title  Here} 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI, 

COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (printed  names  of  signers  below) 

(Petition  Circulator's  Printed  Name) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)               (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  stated  his  or  her 
name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  ine  this 


Address  of  Affiant 
day  of  ,  A.D.  201  . 


Signature  of  Notary 
Notary  Public  (Seal) 


Address  of  Notary 
My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Chapter  149,  RSMo,  is  amended  by  adding  thereto  one  new  section,  to  be  known  as  section 
149.018,  to  read  as  follows: 

149.018.  1.  Notwithstanding  any  provision  oi'law  to  the  contrary,  a  tobacco  product 
manufacturer  as  defined  in  section  196.1000(i),  selling  cigarettes  to  consumers  within  the  State 
(whether  directly  or  through  a  distributor,  retailer  or  similar  intermediary  or  intermediaries),  shall 
be  considered  to  meet  the  requirements  of  section  196.1003,  and  sections  196.1020  to  196.1035, 
when  the  additional  tax  as  set  forth  in  subsection  2  is  levied  on  the  sale  of  the  tobacco  product 
manufacturer's  cigarettes  and  roll-your-own  tobacco. 

2.  On  and  after  January  1,  2015,  an  additional  tax  on  the  sale  of  cigarettes  and  roll-your-own 
tobacco,  in  an  amount  equal  to  one  and  one-half  cents  ($0.015)  per  cigarette,  and  ten  and  twenty- 
five  hundredths  percent  of  the  manufacturer's  invoice  price  before  discounts  and  deals  on  roll- 
your-own  tobacco,  shall  be  levied  and  imposed  upon  the  sale  of  cigarettes  and  roll-vour-ovm 
tobacco  in  this  state. 

3.  Any  taxes  imposed  by  this  section  shall  be  in  addition  to  other  taxes  imposed  by  law  on  the 
sale  of  cigarettes  and  roll-your-own  tobacco  and  shall  be  collected  in  the  same  manner  and  at  the 
same  time  as  the  taxes  imposed  by  law  upon  the  sale  of  cigarettes  and  roll-your-ovm  tobacco 
under  this  chapter. 


JAMKS  C.  10RK1'ATRK:K 
STATH  INIORMATION  CKNTF.R 
(573)751  4936 

March  1 1.  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


Jason  Kandhr 

Sec:ketary  of  State 
State  of  Missouri 


RECEIVED 

MAI?  I  /  2014 

STATE  AUDITORS  OFF/CE 


ELKt  TK  )NS  DiVISK  )N 

(573)751  2301 


RE:      Petition  approval  request  from  Khristine  Heisinger  regarding  a  proposed  statutory  amendment  to 
Chapter  149  (2014-128) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Khristine  Heisinger  on  March  1 1,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332.  RSMo.  Section  1 16.175.2.  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


jAMKs  C.  Kirki'ATrickStati-  Inf()rm.\ti()n  Ci:nti-.r 
600  W.  Main  Strkkt  •  Ji-.i  vkrson  City  65 101 
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ounty  _ 


RrPJi'V^O        Page  No.  

It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.02 1 ,  kSMo,  to  the  contrary,  for  a  term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both  for .inyoife  tp  jigniany  WifiE^i    petition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  samtSKMiife' fo^  the  sWie  election,  or  to  sign  a  petition  when  such 
person  knows  he  or  she  is  not  a  registered  voter. 

INITIATrVE  PETITION  ''-^^jC'Jf-^- 


To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


SEC.  !JF  STATE 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  law  shall  be  submitted  to  tlie  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held 
on  the  4""  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of 

Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  name  of  the  city,  town  or  village  in  which  I  live 

are  correctly  vnittcn  after  my  name. 


{Insert  Ballot  Title  Here} 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI, 

COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (printed  names  of  signers  below) 

(Petition  Circulator's  Printed  Name) 


NAME 
(Signature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)              (City,  Town  or  Village) 

ZIP 
CODE 

CONGR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  stated  his  or  her 
name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant  Address  of  Affiant 

(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this  day  of  ,  A.D.  201  . 


Signature  of  Notary 
Notary  Public  (Seal) 


Address  of  Notary 
My  commission  expires 


Be  it  enacted  by  the  people  of  the  state  of  Missouri: 


Chapter  149,  RSMo,  is  amended  by  adding  thereto  one  new  section,  to  be  known  as  section 
149.018,  to  read  as  follows: 

149.018.  1.  Notwithstanding  any  provision  of  law  to  the  contrary,  a  tobacco  product 
manufacturer  as  defined  in  section  196.1000(1),  selling  cigarettes  to  consumers  within  the  State 
(whether  directly  or  through  a  distributor,  retailer  or  similar  intermediary  or  intermediaries),  shall 
be  considered  to  meet  the  requirements  of  section  196.1003,  and  sections  196.1020  to  196.1035, 
if  the  tobacco  product  manufacturer  elects  to  have  an  additional  tax  levied  on  the  sale  of  its 
cigarettes  and  roll-your-own  tobacco  in  this  state  as  set  forth  in  subsection  2. 

2.  On  and  after  January  1,  2015,  an  additional  tax  on  the  sale  of  cigarettes  and  roll-your-own 
tobacco,  in  an  amount  equal  to  one  and  one-half  cents  ($0.015)  per  cigarette,  and  ten  and  twenty- 
five  hundredths  percent  of  the  manufacturer's  invoice  price  before  discounts  and  deals  on  roll- 
your-own  tobacco,  shall  be  levied  and  imposed  upon  the  sale  of  cigarettes  and  roll-your-own 
tobacco  in  this  state  of  any  tobacco  product  manufacturer  electing  such  taxation  in  lieu  of  the 
requirements  of  sections  196.1003  and  196.1020  to  196.1035. 

3.  Any  taxes  imposed  by  this  section  shall  be  in  addition  to  other  taxes  imposed  by  law  on  the 
sale  of  cigarettes  and  roll-your-own  tobacco  in  this  state  and  shall  be  collected  in  the  same 
manner  and  at  the  same  time  as  the  taxes  imposed  by  law  upon  the  sale  of  cigarettes  and  roll- 
your-own  tobacco  under  this  chapter. 


JAMKS  C.  KlRKPATKU  K 

Stath,  Information  Cknthr 
(573)751-4936 


Jason  Kander 

Secretary  of  State 
State  of  Missouri 


Elkctions  Division 
(573)751-2301 


March  11,2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City,  MO  65101 


RECEIVED 

MAR  1  1  2014 

STATE  AUDITORS  OFFICE 


RE:      Petition  approval  request  from  Khristine  Heisinger  regarding  a  proposed  statutory  amendment  to 
Chapter  149  (2014-129) 

Dear  Auditor  Schweich: 

Enclosed  please  find  an  initiative  petition  sample  sheet  for  a  proposal  to  amend  the  Revised  Statutes  of 
Missouri  filed  by  Khristine  Heisinger  on  March  1 1,  2014. 

We  are  referring  the  enclosed  petition  sample  sheet  to  you  for  the  purposes  of  preparing  a  fiscal  note  and 
fiscal  note  summary  as  required  by  Section  1 16.332,  RSMo.  Section  1 16.175.2,  RSMo  requires  the  state 
auditor  to  forward  the  fiscal  note  and  fiscal  note  summary  to  the  attorney  general  within  twenty  days  of 
receipt  of  the  petition  sample  sheet. 

Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


Jason  Kander 

cc:       Hon.  Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


JAMKS  C.  KirkpatriokStatk  Information  Ckntkr 
600  W.  Main  Strkkt  •  Ji-.fi-t.r.son  City  65 101 
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County  _ 


REC^-.'!VED     Page  No.. 


It  is  a  class  A  misdemeanor  punishable,  notwithstanding  the  provisions  of  section  560.021,  RSMo,  to  the  contrary,  for  a  term  of  imprisonment  not  to 
exceed  one  year  in  the  county  jail  or  a  fine  not  to  exceed  ten  thousand  dollars  or  both,  f(^|JHy^^ft  Tb  ^i^  ar^"  ^ItJAiij^etition  with  any  name  other 
than  his  or  her  own,  or  knowingly  to  sign  his  or  her  name  more  than  once  for  the  same  measure  for  the  same  election,  or  to  sign  a  petition  when  such 
person  knows  he  or  she  is  not  a  registered  voter.  ,  y 

To  the  Honorable  Jason  Kander,  Secretary  of  State  for  the  state  of  Missouri: 


INITIATIVE  PETITION 


We,  the  undersigned,  registered  voters  of  the  state  of  Missouri  and  County  (or  city  of  St.  Louis),  respectfully  order  that 

the  following  proposed  law  shall  be  submitted  to  the  voters  of  the  state  of  Missouri,  for  their  approval  or  rejection,  at  the  general  election  to  be  held 
on  the  4""  day  of  November,  2014,  and  each  for  himself  or  herself  says:  I  have  personally  signed  this  petition;  I  am  a  registered  voter  of  the  state  of 

Missouri  and  County  (or  city  of  St.  Louis);  my  registered  voting  address  and  name  of  the  city,  town  or  village  in  which  I  live 

are  correctly  written  after  my  name. 


(Insert  Ballot  Title  Here} 


CIRCULATOR'S  AFFIDAVIT 

STATE  OF  MISSOURI, 

COUNTY  OF  

I,  ,  being  first  duly  sworn,  say  (printed  names  of  signers  below) 

(Petition  Circulator's  Printed  Name) 


NAME 
(Si^ature) 

DATE 
SIGNED 

REGISTERED  VOTING  ADDRESS 
(Street)               (City,  Town  or  Village) 

ZIP 
CODE 

CONOR. 
DIST. 

NAME 
(Printed  or  Typed) 

1. 

Z 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

signed  this  page  of  the  foregoing  petition,  and  each  of  them  signed  his  or  her  name  thereto  in  my  presence;  I  believe  that  each  has  stated  his  or  her 
name,  registered  voting  address  and  city,  town  or  village  correctly,  and  that  each  signer  is  a  registered  voter  of  the  state  of  Missouri  and 
 County. 


Signature  of  Affiant 
(Person  obtaining  signatures) 

Subscribed  and  sworn  to  before  me  this 


Address  of  Affiant 
day  of  ,  A.D.  201  . 


Signature  of  Notary 
Notary  Public  (Seal) 


Address  of  Notary 
My  commission  expires 


1^-1  SR 

Be  it  enacted  by  the  people  of  the  state  of  Missouri: 

Sections  196.1000,  196.1003,  196.1020,  196.1023,  196.1026,  196.1029,  196.1032,  and 
196.1035,  RSMo,  are  repealed  and  one  new  section  enacted  in  lieu  thereof  to  be  known  as 
section  149.018,  to  read  as  follows: 

149.018.  On  and  after  January  1,  2015,  an  additional  tax  on  the  sale  of  cigarettes  and  roll-vour- 
own  tobacco,  in  an  amount  equal  to  one  and  one-half  cents  ($0.015)  per  cigarette,  and  ten  and 
twenty-five  hundredths  percent  of  the  manufacturer's  invoice  price  before  discounts  and  deals  on 
roll-vour-own  tobacco,  shall  be  levied  and  imposed  upon  the  sale  of  cigarettes  and  roU-your-own 
tobacco  in  this  state.  The  taxes  imposed  by  this  section  shall  be  in  addition  to  other  taxes 
imposed  by  law  on  the  sale  of  cigarettes  and  roll-vour-own  tobacco  and  shall  be  collected  in  the 
same  manner  and  at  the  same  time  as  the  taxes  imposed  by  law  upon  the  sale  of  cigarettes  and 
roll-your-own  tobacco  under  this  chapter. 

[196.1000.  (a)  "Adjusted  for  inflation"  means  increased  in  accordance  with  the  formula  for 
inflation  adjustment  set  forth  in  Exhibit  C  to  the  Master  Settlement  Agreement. 

(b)  "Affiliate"  means  a  person  who  directly  or  indirectly  owns  or  controls,  is  owned  or  controlled 
by,  or  is  under  common  ownership  or  control  with,  another  person.  Solely  for  purposes  of  this 
definition,  the  terms  "owns,"  "is  owned"  and  "ownership"  mean  ownership  of  an  equity  interest, 
or  the  equivalent  thereof,  of  ten  percent  or  more,  and  the  term  "person"  means  an  individual, 
partnership,  committee,  associaUon,  corporation  or  any  other  organization  or  group  of  persons. 

(c)  "Allocable  share"  means  Allocable  Share  as  that  term  is  defined  in  the  Master  Settlement 
Agreement. 

(d)  "Cigarette"  means  any  product  that  contains  nicotine,  is  intended  to  be  burned  or  heated 
under  ordinary  conditions  of  use,  and  consists  of  or  contains  (1)  any  roll  of  tobacco  wrapped  in 
paper  or  in  any  substance  not  containing  tobacco;  or  (2)  tobacco,  in  any  form,  that  is  funcfional 
in  the  product,  which,  because  of  its  appearance,  the  type  of  tobacco  used  in  the  filler,  or  its 
packaging  and  labeling,  is  likely  to  be  offered  to,  or  purchased  by,  consumers  as  a  cigarette;  or 
(3)  any  roll  of  tobacco  wrapped  in  any  substance  containing  tobacco  which,  because  of  its 
appearance,  the  type  of  tobacco  used  in  the  filler,  or  its  packaging  and  labeling,  is  likely  to  be 
offered  to,  or  purchased  by,  consumers  as  a  cigarette  described  in  clause  (1)  of  this  definition. 
The  term  "cigarette"  includes  "roll-your-own"  (i.e.,  any  tobacco  which,  because  of  its 
appearance,  type,  packaging,  or  labeling  is  suitable  for  use  and  likely  to  be  offered  to,  or 
purchased  by,  consumers  as  tobacco  for  making  cigarettes).  For  purposes  of  this  definition  of 
"cigarette,"  0.09  ounces  of  "roll-your-own"  tobacco  shall  constitute  one  individual  "cigarette." 

(e)  "Master  Settlement  Agreement"  means  the  settlement  agreement  (and  related  documents) 
entered  into  on  November  23,  1998  by  the  State  and  leading  United  States  tobacco  product 
manufacturers. 

(f)  "Qualified  escrow  fund"  means  an  escrow  arrangement  with  a  federally  or  State  chartered 
financial  institution  having  no  affiliation  with  any  tobacco  product  manufacturer  and  having 
assets  of  at  least  $1,000,000,000  where  such  arrangement  requires  that  such  financial  institution 
hold  the  escrowed  funds'  principal  for  the  benefit  of  releasing  parties  and  prohibits  the  tobacco 
product  manufacturer  placing  the  funds  into  escrow  from  using,  accessing  or  directing  the  use  of 
the  funds'  principal  except  as  consistent  with  section  2(b)(2)  of  this  Act. 

(g)  "Released  claims"  means  Released  Claims  as  that  term  is  defined  in  the  Master  Settlement 
Agreement. 

(h)  "Releasing  parties"  means  Releasing  Parties  as  that  term  is  defined  in  the  Master  Settlement 
Agreement. 

(i)  "Tobacco  Product  Manufacturer"  means  an  entity  that  after  the  date  of  enactment  of  this  Act 
directly  (and  not  exclusively  through  any  affiliate): 

(1)  manufactures  cigarettes  anywhere  that  such  manufacturer  intends  to  be  sold  in  the  United 
States,  including  cigarettes  intended  to  be  sold  in  the  United  States  through  an  importer  (except 
where  such  importer  is  an  original  participating  manufacturer  (as  that  term  is  defined  in  the 
Master  Settlement  Agreement)  that  will  be  responsible  for  the  payments  under  the  Master 
Settlement  Agreement  with  respect  to  such  cigarettes  as  a  result  of  the  provisions  of  subsection 
ll(mm)  of  the  Master  Settlement  Agreement  and  that  pays  the  taxes  specified  in  subsection  ll(z) 
of  the  Master  Settlement  Agreement,  and  provided  that  the  manufacturer  of  such  cigarettes  does 
not  market  or  advertise  such  cigarettes  in  the  United  States); 

(2)  is  the  first  purchaser  anywhere  for  resale  in  the  United  States  of  cigarettes  manufactured 
anywhere  that  the  manufacturer  does  not  intend  to  be  sold  in  the  United  States;  or 

(3)  becomes  a  successor  of  an  entity  described  in  paragraph  (1)  or  (2). 


The  term  "Tobacco  Product  Manufacturer"  shall  not  include  an  affiliate  of  a  tobacco  product 
manufacturer  unless  such  affiliate  itself  falls  within  any  of  (l)-(3)  above. 

(1)  "Units  sold"  means  the  number  of  individual  cigarettes  sold  in  the  State  by  the  applicable 
tobacco  product  manufacturer  (whether  directly  or  through  a  distributor,  retailer  or  similar 
intermediary  or  intermediaries)  during  the  year  in  question,  as  measured  by  excise  taxes 
collected  by  the  State  on  packs  (or  "roll-your-own"  tobacco  containers)  bearing  the  excise  tax 
stamp  of  the  State.  The  department  of  revenue  shall  promulgate  such  regulations  as  are  necessary 
to  ascertain  the  amount  of  State  excise  tax  paid  on  the  cigarettes  of  such  tobacco  product 
manufacturer  for  each  year.] 

[196.1003.  Any  tobacco  product  manufacturer  selling  cigarettes  to  consumers  within  the  State 
(whether  directly  or  through  a  distributor,  retailer  or  similar  intermediary  or  intermediaries)  after 
the  date  of  enactment  of  this  Act  shall  do  one  of  the  following: 

(a)  become  a  participating  manufacturer  (as  that  term  is  defined  in  section  II(jj)  of  the  Master 
Settlement  Agreement)  and  generally  perform  its  financial  obligations  under  the  Master 
Settlement  Agreement;  or 

(b)  (1)  place  into  a  qualified  escrow  fiind  by  April  15  of  the  year  following  the  year  in  question 
the  following  amounts  (as  such  amounts  are  adjusted  for  inflation) 

1999:  $.0094241  per  unit  sold 

after  the  date  of  enactment  of  this  Act; 

2000:  $.0104712  per  unit  sold; 

for  each  of  2001  and  2002:  $.0136125  per  unit  sold; 

for  each  of  2003  through  2006:  $.0167539  per  unit  sold; 

for  each  of  2007  and  each  year 

thereafter:  $.0188482  per  unit  sold. 

(2)  A  tobacco  product  manufacturer  that  places  funds  into  escrow  pursuant  to  paragraph  (1)  shall 
receive  the  interest  or  other  appreciation  on  such  funds  as  earned.  Such  fiinds  themselves  shall  be 
released  from  escrow  only  under  the  following  circumstances 

(A)  to  pay  a  judgment  or  settlement  on  any  released  claim  brought  against  such  tobacco  product 
manufacturer  by  the  State  or  any  releasing  party  located  or  residing  in  the  State.  Funds  shall  be 
released  from  escrow  under  this  subparagraph  (i)  in  the  order  in  which  they  were  placed  into 
escrow  and  (ii)  only  to  the  extent  and  at  the  time  necessary  to  make  payments  required  under 
such  judgment  or  settlement; 

(B)  to  the  extent  that  a  tobacco  product  manufacturer  establishes  that  the  amount  it  was  required 
to  place  into  escrow  in  a  particular  year  was  greater  than  the  State's  allocable  share  of  the  total 
payments  that  such  manufacturer  would  have  been  required  to  make  in  that  year  under  the 
Master  Settlement  Agreement  (as  detemiined  pursuant  to  section  lX(i)(2)  of  the  Master 
Settlement  Agreement,  and  before  any  of  the  adjustments  or  offsets  described  in  section  IX(i)(3) 
of  that  Agreement  other  than  the  Inflation  Adjustment)  had  it  been  a  participating  manufacturer, 
the  excess  shall  be  released  from  escrow  and  revert  back  to  such  tobacco  product  manufacturer; 
or 

(C)  to  the  extent  not  released  from  escrow  under  subparagraphs  (A)  or  (B),  funds  shall  be 
released  from  escrow  and  revert  back  to  such  tobacco  product  manufacturer  twenty-five  years 
after  the  date  on  which  they  were  placed  into  escrow. 

(3)  Each  tobacco  product  manufacturer  that  elects  to  place  funds  into  escrow  pursuant  to  this 
subsection  shall  annually  certify  to  the  Attorney  General  that  it  is  in  compliance  with  this 
subsection.  The  Attorney  General  may  bring  a  civil  action  on  behalf  of  the  State  against  any 
tobacco  product  manufacturer  that  fails  to  place  into  escrow  the  funds  required  under  this 
secfion.  Any  tobacco  product  manufacturer  that  fails  in  any  year  to  place  into  escrow  the  funds 
required  under  this  section  shall 

(A)  be  required  within  15  days  to  place  such  funds  into  escrow  as  shall  bring  it  into  compliance 
with  this  section.  The  court,  upon  a  finding  of  a  violation  of  this  subsection,  may  impose  a  civil 
penalty  to  be  paid  to  the  State's  general  revenue  fund  in  an  amount  not  to  exceed  5  percent  of  the 
amount  improperly  withheld  from  escrow  per  day  of  the  violation  and  in  a  total  amount  not  to 
exceed  1 00  percent  of  the  original  amount  improperly  withheld  from  escrow; 

(B)  in  the  case  of  a  knowing  violation,  be  required  within  15  days  to  place  such  funds  into 
escrow  as  shall  bring  it  into  compliance  with  this  section.  The  court,  upon  a  finding  of  a  knowang 
violation  of  this  subsection,  may  impose  a  civil  penalty  to  be  paid  to  the  State's  general  revenue 
fund  in  an  amount  not  to  exceed  15  percent  of  the  amount  improperly  withheld  from  escrow  per 
day  of  the  violation  and  in  a  total  amount  not  to  exceed  300  percent  of  the  original  amount 
improperly  withheld  from  escrow;  and 
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(C)  in  the  case  of  a  second  knowing  violation,  be  prohibited  from  selling  cigarettes  to  consumers 
within  the  State  (whether  directly  or  through  a  distributor,  retailer  or  similar  intermediary)  for  a 
period  not  to  exceed  2  years. 

Each  failure  to  make  an  annual  deposit  required  under  this  section  shall  constitute  a  separate 
violation.  Any  tobacco  product  manufacturer  that  violates  the  provisions  of  this  section  shall  pay 
the  State's  cost  and  attorney's  fees  incurred  during  a  successful  prosecution  under  this  section.] 

1 1 96. 1 020.  As  used  in  sections  1 96. 1 020  to  1 96. 1 035,  the  following  terms  mean: 

(1)  "Brand  family",  all  styles  of  cigarettes  sold  under  the  same  trademark  and  differentiated  from 
one  another  by  means  of  additional  modifiers  or  descriptors,  including  but  not  limited  to 
"menthol",  "lights",  "kings",  and  "100s",  and  includes  any  brand  name  alone  or  in  conjunction 
with  any  other  word  trademark,  logo,  symbol,  motto,  selling  message,  recognizable  pattern  of 
colors,  or  any  other  indicia  of  product  identification  identical  or  similar  to,  or  identifiable  with,  a 
previously  known  brand  of  cigarettes; 

(2)  "Cigarette",  the  same  meaning  as  such  term  is  defined  in  section  196.1000; 

(3)  "Director",  the  director  of  the  Missouri  department  of  revenue; 

(4)  "Master  settlement  agreement",  the  same  meaning  as  such  term  is  defined  in  section 
196.1000; 

(5)  "Nonparticipating  manufacturer",  any  tobacco  product  manufacturer  that  is  not  a  participating 
manufacturer; 

(6)  "Participating  manufacturer",  the  same  meaning  as  such  term  is  defined  in  section  II(jj)  of  the 
master  settlement  agreement  and  all  amendments  thereto; 

(7)  "Qualified  escrow  fund",  the  same  meaning  as  such  tenn  is  defined  in  section  196.1000; 

(8)  "Stamping  agent",  a  person  who  is  authorized  to  affix  tax  stamps  to  packages  or  other 
containers  or  cigarettes  under  chapter  149  or  any  person  who  is  required  to  pay  the  tax  imposed 
under  section  149.160  on  other  tobacco  products; 

(9)  "Tobacco  product  manufacturer",  the  same  meaning  as  such  term  is  defined  in  section 
196.1000; 

(10)  "Units  sold",  the  same  meaning  as  such  term  is  defined  in  section  196.1000.) 

[196.1023.1.  Every  tobacco  product  manufacturer  whose  cigarettes  are  sold  in  this  state,  whether 
directly  or  through  a  distributor,  retailer,  or  similar  intermediary  or  intermediaries,  shall  execute 
and  deliver  on  a  form  prescribed  by  the  director  a  certification  to  the  director  no  later  than  the 
thirtieth  day  of  April  each  year  certifying,  under  penalty  of  perjury,  that  as  of  the  date  of  such 
certification  such  tobacco  product  manufacturer  is  a  participating  manufacturer  or  is  in  full 
compliance  with  section  196.1003. 

(1)  A  participating  manufacturer  shall  include  in  its  certification  a  list  of  its  brand  families.  The 
participating  manufacturer  shall  update  such  list  thirty  calendar  days  prior  to  any  addition  to  or 
modification  of  its  brand  families  by  executing  and  delivering  a  supplemental  certification  to  the 
director. 

(2)  A  nonparticipating  manufacturer  shall  include  in  its  certification: 

(a)  A  list  of  all  of  its  brand  families  and  the  number  of  units  sold  for  each  brand  family  that  were 
sold  in  the  state  during  the  preceding  calendar  year; 

(b)  A  list  of  all  of  its  brand  families  that  have  been  sold  in  the  state  at  any  time  during  the  current 
calendar  year,  which  shall  indicate,  by  an  asterisk,  any  brand  family  sold  in  the  state  during  the 
preceding  calendar  year  that  is  no  longer  being  sold  in  the  state  as  of  the  date  of  such 
certification;  and 

(c)  The  name  and  address  of  any  other  manufacturer  of  such  brand  families  in  the  preceding  or 
current  calendar  year. 

The  nonparticipating  manufacturer  shall  update  such  list  thirty  calendar  days  prior  to  any 
addition  to  or  modification  of  its  brand  families  by  executing  and  delivering  a  supplemental 
certification  to  the  director. 

(3)  For  a  nonparticipating  manufacturer,  such  certification  shall  fiarther  certify: 

(a)  That  such  nonparticipating  manufacturer  is  registered  to  do  business  in  the  state  or  has 
appointed  a  resident  agent  for  service  of  process  and  provided  notice  thereof  as  required  in  this 
subsection; 

(b)  That  such  nonparticipating  manufacturer  has  established,  and  continues  to  maintain,  a 
qualified  escrow  fund  and  has  executed  a  qualified  escrow  agreement,  governing  the  qualified 
escrow  fund,  which  has  been  reviewed  and  approved  by  the  director; 

(c)  That  such  nonparticipating  manufacturer  is  in  full  compliance  with  sections  196.1003  and 
196.1020  to  196.1035  and  any  rules  promulgated  thereunder; 
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(d)  The  name,  address,  and  telephone  number  of  the  financial  institution  where  the 
nonparticipating  manufacturer  has  established  such  qualified  escrow  fund  required  under  section 
196.1003  and  all  rules  promulgated  thereunder; 

(e)  The  account  number  of  such  qualified  escrow  flind  and  any  subaccount  number  for  the  state; 

(f)  The  amount  such  nonparticipating  manufacturer  placed  in  such  fund  for  cigarettes  sold  in  the 
state  during  the  preceding  calendar  year; 

(g)  The  date  and  amount  of  each  such  deposit,  and  such  evidence  or  verification  as  may  be 
deemed  necessary  by  the  director  to  confirm  the  foregoing;  and 

(h)  The  amount  and  date  of  any  withdrawal  or  transfer  of  funds  the  nonparticipating 
manufacturer  made,  at  any  time,  from  such  fund  or  from  any  other  qualified  escrow  fund  into 
which  it  ever  made  escrow  payments  under  section  1 96. 1 003  and  all  rules  promulgated 
thereunder. 

(4)  A  tobacco  product  manufacturer  shall  not  include  a  brand  family  in  its  certification  unless: 

(a)  In  the  case  of  a  participating  manufacturer,  such  participating  manufacturer  affirms  that  the 
brand  family  is  deemed  to  be  its  cigarettes  for  purposes  of  calculating  its  payments  under  the 
master  settlement  agreement  for  the  relevant  year,  in  the  volume  and  shares  determined  under  the 
master  settlement  agreement;  and 

(b)  In  the  case  of  a  nonparticipating  manufacturer,  such  nonparticipating  manufacturer  affirms 
that  the  brand  family  is  deemed  to  be  its  cigarettes  for  purposes  of  section  196.1003. 
Nothing  in  this  section  shall  be  construed  as  limiting,  or  otherwise  affecting,  the  state's  right  to 
maintain  that  a  brand  family  constitutes  cigarettes  of  a  different  tobacco  product  manufacturer 
for  purposes  of  calculafing  payments  under  the  master  settlement  agreement  or  for  purposes  of 
section  196.1003. 

(5)  Tobacco  product  manufacturers  shall  maintain  all  invoices  and  documentation  of  sales  and 
other  such  information  relied  upon  for  such  certification  for  a  period  of  five  years,  unless 
otherwise  required  by  law  to  maintain  them  for  a  greater  period  of  time. 

2.  On  or  after  January  1,  201 1,  the  director  shall  issue,  maintain,  update  when  necessary  but  only 
on  the  first  calendar  day  of  each  month,  make  available  for  public  inspection  and  publish  on  its 
website  a  directory  listing  of  all  tobacco  product  manufacturers  that  have  provided  current  and 
accurate  certifications  in  compliance  with  the  requirements  of  subsection  1  of  this  section  and  all 
brand  families  listed  in  such  certifications,  except: 

(1)  The  director  shall  not  include,  or  retain,  in  such  directory  the  name  or  brand  families  of  any 
nonparticipating  manufacturer  that  fails  to  provide  the  required  certification,  or  whose 
certification  the  director  determines  is  not  in  compliance  with  subdivisions  (2)  and  (3)  of 
subsection  1  of  this  section,  unless  the  director  has  determined  that  such  violation  has  been  cured 
to  the  satisfaction  of  the  director; 

(2)  Neither  a  tobacco  product  manufacturer  nor  brand  family  shall  be  included,  or  retained,  in  the 
directory  if  the  director  concludes,  in  the  case  of  a  nonparticipating  manufacturer  that: 

(a)  Any  escrow  payment  required  under  section  1 96. 1 003  for  any  period,  for  any  brand  family, 
whether  or  not  listed  by  such  nonparticipating  manufacturer  has  not  been  fully  paid  into  a 
qualified  escrow  fund  governed  by  a  qualified  escrow  agreement  approved  by  the  director;  or 

(b)  Any  outstanding  final  judgment,  including  interest  thereon,  for  violations  of  secfion  196.1003 
has  not  been  fully  satisfied  for  such  brand  family  and  such  manufacturer; 

(3)  Every  stamping  agent  shall  provide,  and  update  as  necessary,  an  electronic  mail  address  to 
the  director  for  the  purpose  of  receiving  any  notifications  that  may  be  required  by  sections 
196. 1020  to  196.1035. 

3.  (I)  The  directory  issued  and  updated  in  subsecfion  2  of  this  section  shall  become  effective 
immediately  but  only  as  it  applies  to  tobacco  product  manufacturers,  and  it  shall  be  unlawful  for 
any  tobacco  wholesaler  or  retailer  to  purchase  from  any  tobacco  product  manufacturer  any 
cigarette  or  brand  family  not  listed  in  the  directory. 

(2)  The  directory  issued  in  subsection  2  of  this  section  shall  become  effective  on  the  first  day  of 
the  month  following  the  month  in  which  said  directory  is  published  or  updated  as  it  applies  to 
tobacco  wholesalers,  and  on  the  fifteenth  day  of  the  month  following  the  month  in  which  said 
directory  is  published  or  updated  as  it  applies  to  tobacco  retailers  in  order  to  allow  wholesalers 
and  retailers  sufficient  time  to  sell  their  inventory. 

(3)  Unless  otherwise  permitted  herein,  it  shall  be  unlawful  for  any  person  to: 

(a)  Affix  a  stamp  to  a  package  or  other  container  of  cigarettes  of  a  tobacco  product  manufacturer 
or  brand  family  not  included  in  the  directory;  or 

(b)  Sell,  offer,  or  possess  for  sale  in  this  state,  or  import  for  personal  consumption  in  this  state, 
cigarettes  of  a  tobacco  product  manufacturer  or  brand  family  not  included  in  the  directory.] 
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[196.1026.  1.  Any  nonresident  or  foreign  nonparticipating  manufacturer  not  registered  to  do 
business  in  this  state  as  a  foreign  corporation  or  business  entity  shall,  as  a  condition  precedent  to 
having  its  brand  families  listed  or  retained  in  the  directory,  appoint,  and  continually  engage 
without  interruption  the  services  of  an  agent  in  this  state  to  act  as  agent  for  the  service  of  process 
on  whom  all  process  shall  be  served,  and  any  action  or  proceeding  against  it  concerning,  or 
arising  out  of,  the  enforcement  of  sections  196.1003  and  196.1020  to  196.1035  may  be  served  in 
any  manner  authorized  by  law.  Such  service  shall  constitute  legal  and  valid  service  of  process  on 
the  nonparticipating  manufacturer.  The  nonparticipating  manufacturer  shall  provide  the  name, 
address,  phone  number,  and  proof  of  the  appointment  and  availability  of  such  agent  to  the 
satisfaction  of  the  director. 

2.  The  nonparticipating  manufacturer  shall  provide  notice  to  the  director  thirty  calendar  days 
prior  to  termination  of  the  authority  of  an  agent  and  shall  further  provide  proof,  to  the 
satisfaction  of  the  director,  of  the  appointment  of  a  new  agent  no  less  than  five  calendar  days 
prior  to  the  termination  of  an  existing  agent  appointment.  In  the  event  an  agent  terminates  an 
agency  appointment,  the  nonparticipating  manufacturer  shall  notify  the  director  of  the 
termination  within  five  calendar  days  and  shall  include  proof,  to  the  satisfaction  of  the  director, 
of  the  appointment  of  a  new  agent. 

3.  Any  nonparticipating  manufacturer  whose  cigarettes  are  sold  in  this  state  and  who  has  not 
appointed  and  engaged  an  agent  as  herein  required  shall  be  deemed  to  have  appointed  the 
secretary  of  state  as  such  agent  and  may  be  proceeded  against  in  courts  of  this  state  by  service  of 
process  upon  the  secretary  of  state.  However,  the  appointment  of  the  secretary  of  state  as  such 
agent  shall  not  satisfy  the  condition  precedent  for  having  the  brand  families  of  the 
nonparticipating  manufacturer  included,  or  retained,  in  the  directory.] 

[196.1029.  1.  Not  later  than  twenty  days  after  the  end  of  each  calendar  quarter  and  more 
frequently  if  so  directed  by  the  director,  each  stamping  agent  shall  submit  such  information  as 
the  director  requires  to  facilitate  compliance  with  sections  196.1020  to  196.1035  including  but 
not  limited  to: 

(1)  A  list  by  brand  family  of  the  total  number  of  cigarettes;  or 

(2)  In  the  case  of  roll-your-own,  the  equivalent  stick  count  for  which  the  stamping  agent  affixed 
stamps  during  the  previous  calendar  quarter  or  otherwise  paid  the  tax  due  for  such  cigarettes. 
The  stamping  agent  shall  maintain  and  make  available  to  the  director  all  invoices  and 
documentation  of  sales  of  all  nonparticipating  manufacturer  cigarettes  and  any  other  information 
relied  upon  in  reporting  to  the  director  for  a  period  of  five  years. 

2.  The  director  shall  disclose  to  the  attorney  general  any  information  received  under  sections 
196.1020  to  196.1035  which  is  requested  by  the  attorney  general  for  purposes  of  determining 
compliance  with  and  enforcing  the  provisions  of  sections  196.1020  to  196.1035.  The  director  and 
attorney  general  shall  share  with  each  other  information  received  under  sections  196.1003  and 
196.1020  to  196.1035,  or  corresponding  laws  of  other  states. 

3.  The  director  may,  at  any  time,  require  from  the  nonparticipating  manufacturer  proof  from  the 
financial  institution,  in  which  such  manufacturer  has  established  a  qualified  escrow  fund  for  the 
purpose  of  compliance  with  section  196.1003,  of  the  amount  of  money  in  such  fund  exclusive  of 
interest,  and  the  amount  and  date  of  each  deposit  to  such  fund,  and  the  amount  and  date  of  each 
withdrawal  from  such  fijnd. 

4.  In  addition  to  any  other  information  required  to  be  submitted  under  sections  196.1020  to 
196.1035,  the  director  may  require  a  stamping  agent  or  tobacco  product  manufacturer  to  submit 
any  additional  information,  including  but  not  limited  to  samples  of  the  packaging  or  labeling  of 
each  brand  family,  as  is  necessary  to  enable  the  director  to  determine  whether  a  tobacco  product 
manufacturer  is  in  compliance  with  sections  196.1020  to  196.1035.] 

[196.1032.  1.  In  addition  to,  or  in  lieu  of,  any  other  civil  or  criminal  remedy  provided  by  law, 
upon  a  determination  that  a  stamping  agent  or  any  person  has  violated  subsection  3  of  section 
196.1023  or  any  regulation  adopted  under  subsection  3  of  section  196.1023,  the  director  may 
revoke  or  suspend  the  license  of  any  stamping  agent  in  the  manner  provided  in  subsection  3  of 
section  149.035.  Each  stamp  affixed  and  each  sale,  or  offer  to  sell,  cigarettes  in  violation  of 
subsection  3  of  secfion  196.1023  shall  constitute  a  separate  violation.  Upon  a  determination  of  a 
violation  of  subsection  3  of  section  196.1023  or  any  regulations  adopted  thereunder,  the  director 
may  impose  a  civil  penalty  in  an  amount  not  to  exceed  the  greater  of  five  hundred  percent  of  the 
retail  value  of  the  cigarettes  or  five  thousand  dollars  for  each  such  violation. 
2.  Any  cigarettes  deemed  by  a  court  of  competent  jurisdiction  to  have  been  sold,  offered  for  sale, 
or  possessed  for  sale  in  this  state  in  violafion  of  subsecfion  3  of  secfion  196.1023  shall  be 
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contraband  and  such  cigarettes  shall  be  subject  to  seizure  and  forfeiture  as  provided  in  chapter 
149  and  all  such  cigarettes  so  seized  and  forfeited  shall  be  destroyed  and  not  resold. 

3.  The  attorney  general,  on  behalf  of  the  director,  may  seek  an  injunction  to  restrain  a  threatened 
or  actual  violation  of  subsection  3  of  section  196.1023,  or  subsection  1  or  4  of  section  196.1029 
by  a  stamping  agent  and  to  compel  a  stamping  agent  to  comply  with  such  provisions.  In  any 
successful  action  brought  under  this  section,  the  state  may  be  entitled  to  recover  the  costs  of 
investigation  and  action  including  reasonable  attorney  fees. 

4.  It  shall  be  unlawful  for  a  person  to  sell  or  distribute  cigarettes,  or  acquire,  hold,  own,  possess, 
transport,  import,  or  cause  to  be  imported,  cigarettes  that  the  person  knows  or  should  know  are 
intended  for  distribution  or  sale  in  the  state  in  violation  of  subsection  3  of  section  196.1023.  A 
violation  of  this  subsection  shall  be  a  class  A  misdemeanor. 

5.  A  person  who  violates  subsection  3  of  section  196.1023  shall  be  deemed  to  have  engaged  in 
an  unfair  practice  in  violation  of  section  407.020.] 

[196.1035.  1 .  A  determination  of  the  director  not  to  list,  or  to  remove  from  the  directory,  a  brand 
family  or  tobacco  product  manufacturer  shall  be  subject  to  review  by  a  court  of  competent 
jurisdiction. 

2.  No  person  shall  be  issued,  or  granted  a  renewal  of,  a  license  under  chapter  149  unless  such 
person  has  certified,  in  writing  and  under  the  penalty  of  perjury,  that  such  person  will  comply 
fully  with  sections  196.1020  to  196.1035. 

3.  For  the  calendar  year  2010,  if  the  effective  date  of  sections  196.1020  to  196.1035  is  later  than 
March  16,  2010: 

(1)  The  first  report  of  stamping  agents  required  in  subsection  1  of  section  196.1029  shall  be  due 
thirty  calendar  days  after  July  7,  2010; 

(2)  The  certification  by  a  tobacco  product  manufacturer  described  in  subsection  1  of  section 
196.1023  shall  be  due  forty-five  calendar  days  after  July  7,  2010;  and 

(3)  The  directory  described  in  subsection  2  of  section  196.1023  shall  be  published,  or  made 
available,  within  one  hundred  thirty-five  calendar  days  after  July  7,  2010. 

4.  The  director  may  promulgate  rules  necessary  to  effect  the  purpose  of  sections  196.1020  to 
196.1035.  Any  rule  or  portion  of  a  rule,  as  that  term  is  defined  in  section  536.010  that  is  created 
under  the  authority  delegated  in  this  section  shall  become  effective  only  if  it  complies  with  and  is 
subject  to  all  of  the  provisions  of  chapter  536  and,  if  applicable,  section  536.028.  This  section 
and  chapter  536  are  nonseverable  and  if  any  of  the  powers  vested  with  the  general  assembly 
pursuant  to  chapter  536  to  review,  to  delay  the  effective  date,  or  to  disapprove  and  annul  a  rule 
are  subsequently  held  unconstitutional,  then  the  grant  of  rulemaking  authority  and  any  rule 
proposed  or  adopted  after  August  28,  2010,  shall  be  invalid  and  void. 

5.  There  is  hereby  created  in  the  state  treasury  the  "Tobacco  Control  Special  Fund",  which  shall 
consist  of  money  collected  under  this  section.  The  state  treasurer  shall  be  custodian  of  the  fund 
and  may  approve  disbursements  Irom  the  fund  in  accordance  with  sections  30.170  and  30.180. 
Upon  appropriation,  money  in  the  fund  shall  be  used  solely  for  the  administration  of  this  section. 
Any  moneys  remaining  in  the  fund  at  the  end  of  the  biennium  shall  revert  to  the  credit  of  the 
general  revenue  fund.  The  state  treasurer  shall  invest  moneys  in  the  fund  in  the  same  manner  as 
other  funds  are  invested.  Any  interest  and  moneys  earned  on  such  investments  shall  be  credited 
to  the  fund. 

6.  If  a  court  of  competent  jurisdiction  determines  that  a  person  has  violated  sections  196.1020  to 
196.1035,  such  court  shall  order  any  profits,  gains,  gross  receipts,  or  other  benefits  from  such 
violation  be  disgorged  and  paid  to  the  state  treasurer  for  deposit  in  the  "Tobacco  Control  Special 
Fund".  Unless  otherwise  expressly  provided,  the  remedies  or  penalties  provided  by  sections 
196.1020  to  196.1035  are  cumulative  to  each  other  and  to  the  remedies  or  penaUies  available 
under  all  other  laws  of  this  state. 

7.  If  a  court  of  competent  jurisdiction  finds  that  the  provisions  of  sections  196.1003  and 
196.1020  to  196.1035  conflict  and  cannot  be  harmonized,  the  provisions  of  secfion  196.1003 
shall  control.  If  any  section  or  portion  of  a  section  in  sections  196.1020  to  196.1035  causes 
secfion  196.1003  to  no  longer  constitute  a  qualifying  or  model  statute,  as  those  terms  are  defined 
in  the  master  settlement  agreement,  that  portion  of  secUons  196.1020  to  196.1035  shall  be 
invalid.] 
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Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


SKCRI;  1 ARY  Ol  S  l  ATE 

State  of  Missouri 


Elections  Division 
(573)751-2301 


May  22, 2013 


RECEIVED 

MAY  2  2  2013 


TTie  Honorable  Tom  Schweich 

State  Auditor 

State  Capitol  Building 


STATE  AUDITORS  OFFICE 


Jefferson  City,  MO  65101 

RE:     Fiscal  Note  and  Fiscal  Note  Summary  Request  for  HJR  Nos.  1 1  &  7 
Dear  Mr.  Schweich:  * 

Enclosed  please  find  a  copy  of  HJR  Nos.  II  &  7  that  was  received  by  our  office. 

We  are  referring  the  enclosed  joint  resolution  to  you  for  the  purposes  of  preparing  a  fiscal  note 
and  fiscal  note  summary  in  accordance  with  §§  1 16.160.1,  1 16.170  and  1 16.175  RSMo.  As  you 
are  aware,  the  fiscal  note  and  fiscal  note  summary  are  required  to  be  forwarded  by  you  to  our 
office  within  thirty  days  of  receipt  of  the  joint  resolution,  pursuant  to  §  1 16.170  RSMo. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 
Secretary  of  State 


cc: 


Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PC  Box  1767  •  Jefferson  City,  Missouri  •65102 
www.sos.mo.gov 


FIRST  REGULAR  SESSION 
[TRULY  AGREED  TO  AND  FINALLY  PASSED] 
CONFERENCE  COMMITTEE  SUBSTITUTE  NO.  2  FOR 
SENATE  SUBSTITUTE  FOR 
HOUSE  COMMITTEE  SUBSTITUTE  FOR 

HOUSE  JOINT 
RESOLUTION  NOS.  11  &  7 

97TH  GENERAL  ASSEMBLY 

OI32H.05T  2013 

JOINT  RESOLUTION 

Submitting  to  the  qualified  voters  of  Missouri,  an  amendment  to  article  I  of  the  Constitution  of 
Missouri,  and  adopting  one  new  section  relating  to  the  right  to  farm. 


Be  it  resolved  by  the  House  of  Representatives,  the  Senate  concurring  therein: 

That  at  the  next  general  election  to  be  held  in  the  state  of  Missouri,  on  Tuesday  next 

2  following  the  first  Monday  in  November,  2014,  or  at  a  special  election  to  be  called  by  the 

3  governor  for  that  purpose,  there  is  hereby  submitted  to  the  qualified  voters  of  this  state,  for 

4  adoption  or  rejection,  the  following  amendment  to  article  I  of  the  Constitution  of  the  state  of 

5  Missouri: 

Section  A.  Article  I,  Constitution  of  Missouri,  is  amended  by  adding  thereto  one  new 
2   section,  to  be  known  as  section  35,  to  read  as  follows: 

Section  35.  That  agriculture  which  provides  food,  energj',  health  benefits,  and 

2  security  is  the  foundation  and  stabilizing  force  of  Missouri's  economy.  To  protect  this  vital 

3  sector  of  Missouri's  economy,  the  right  of  farmers  and  ranchers  to  engage  in  farming  and 

4  ranching  practices  shall  be  forever  guaranteed  in  this  state,  subject  to  duly  authorized 

5  powers,  if  any,  conferred  by  article  VI  of  the  Constitution  of  Missouri. 

Section  B.    Pursuant  to  Chapter  116,  RSMo,  and  other  applicable  constitutional 
2   provisions  and  laws  of  this  state  allowing  the  general  assembly  to  adopt  ballot  language  for  the 

EXPLANATION  —  Matter  enclosed  in  bold-faced  brackets  [thusj  in  the  above  bill  is  not  enacted  and  is  intended 
to  be  oniitted  from  the  law.  Matter  in  bold-face  i^'pe  in  the  above  hill  is  proposed  language. 


CCS#2  SS  HCS  HJRs  1 1  &  7 


3  submission  of  a  joint  resolution  to  the  voters  of  this  state,  the  official  ballot  title  of  the 

4  amendment  proposed  in  Section  A  shall  be  as  follows; 

5  "Shall  the  Missouri  Constitution  be  amended  to  ensure  that  the  right  of  Missouri 
|§            citizens  to  engage  in  agricultural  production  and  ranching  practices  shall  not  be 


infringed?" 


/ 


President  Pro  Tern  of  the  Senate 


t 


Jason  Kander 


James  C.  Kirkpatrick 
State  Information  Center 
(573)751-4936 


SECRI.  l  ARY  Ol  S  l  ATE 

State  of  Missouri 


Elections  Division 
(573)751-2301 


May  22, 2013 


RECfclVED 


The  Honorable  Tom  Schweich 


MAY  2  2  2013 


State  Auditor 

State  Capitol  Building  STATE  AUDITORS  OFFICE 

Jefferson  City,  MO  65101 

RE:     Fiscal  Note  and  Fiscal  Note  Summary  Request  for  HJR  No.  16 
Dear  Mr.  Schweich: 

Enclosed  please  find  a  copy  of  HJR  No.  16  that  was  received  by  our  office. 

We  are  referring  the  enclosed  joint  resolution  to  you  for  the  purposes  of  preparing  a  fiscal  note 
and  fiscal  note  summary  in  accordance  with  §§  1 16.160.1,  1 16.170  and  1 16.175  RSMo.  As  you 
are  aware,  the  fiscal  note  and  fiscal  note  summary  are  required  to  be  forwarded  by  you  to  our 
office  within  thirty  days  of  receipt  of  the  joint  resolution,  pursuant  to  §  1 16.1 70  RSMo. 

Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 
Secretary  of  State 


cc: 


Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


PC  Box  1 767  •  Jefferson  City,  Missouri  •65102 
www.sos.mo.gov 


•    ■,  •.••:| 
FIRST  REGULAR  SESSION 

[TRULY  AGREED  TO  AND  FINALLY  PASSED] 

SENATE  COMMITTEE  SUBSTITUTE  FOR 

HOUSE  JOINT  RESOLUTION  NO.  16 

97TH  GENERAL  ASSEMBLY 

ns')5s.()2T  2013 

JOINT  RESOLUTION 

Submitting  to  the  qualified  voters  of  Missouri  an  amendment  to  article  I  of  the  Constitution  of 
Missouri,  and  adopting  one  new  section  relating  to  admissibility  of  evidence. 


Be  it  resolved  by  the  House  of  Representatives,  the  Senate  concurring  therein: 

TTiat  at  the  next  general  election  to  be  held  in  the  state  of  Missouri,  on  Tuesday  next 

2  following  the  first  Monday  in  November,  2014,  or  at  a  special  election  to  be  called  by  the 

3  governor  for  that  purpose,  there  is  hereby  submitted  to  the  qualified  voters  of  this  state,  for 

4  adoption  or  rejection,  the  following  amendment  to  article  I  of  the  Constitution  of  the  state  of 

5  Missouri: 

Section  A.  Article  1,  Constitution  of  Missouri,  is  amended  by  adding  one  new  section, 
2   to  be  known  as  section  18(c),  to  read  as  follows: 

Section  18(c).  Notwithstanding  the  provisions  of  sections  17and  18(a)  of  this  article 

2  to  the  contrary,  in  prosecutions  for  crimes  of  a  sexual  nature  involving  a  victim  under 

3  eighteen  years  of  age,  relevant  evidence  of  prior  criminal  acts,  whether  charged  or 

4  uncharged,  is  admissible  for  the  purpose  of  corroborating  the  victim's  testimony  or 

5  demonstrating  the  defendant's  propensity  to  commit  the  crime  with  which  he  or  she  is 

6  presently  charged.  The  court  may  exclude  relevant  evidence  of  prior  criminal  acts  if  the 

7  probative  value  of  the  evidence  is  substantially  outweighed  by  the  danger  of  unfair 

8  prejudice. 

EXPLANATION  —  Matter  enclosed  in  bold-faced  brackets  [thus]  in  the  above  bill  is  not  enacted  and  is  intended 
to  be  omitted  from  the  law.  Matter  in  bold-face  type  in  the  above  bill  is  proposed  language. 
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Section  B.  The  official  ballot  title  for  section  A  of  this  act  shall  read  as  follows: 

2  "Shall  the  Missouri  Constitution  be  amended  so  that  it  will  be  permissible  to  allow  relevant 

3  evidence  of  prior  criminal  acts  to  be  admissible  in  prosecutions  for  crimes  of  a  sexual  nature 

4  involving  a  victim  under  eighteen  years  of  age?" 


✓ 


Jason  K^ndhr 


J\MVSC  KiKKl'ATRIC  K 
STATH.  [NHOKiVIATIDN  Cl-ND-.H 

(5731751-4936 


Sf.c:rktary  of  Staik 
State  of  Missouri 


F.I.Kt"n<>N.S  niVISK  )N 
(573)751  2301 


The  Honorable  Tom  Schweich 
State  Auditor 


May  30,  2014 


State  Capitol  Building 
Jefferson  City,  MO  65101 

RE:     Fiscal  Note  and  Fiscal  Note  Summary  Request  for  House  Joint  Resolution  No.  48 
Dear  Mr.  Schweich: 

Enclosed  please  find  a  copy  of  House  Joint  Resolution  No.  48  that  was  received  by  our  office. 

We  are  referring  the  enclosed  joint  resolution  to  you  for  the  purposes  of  preparing  a  fiscal  note 
and  fiscal  note  summary  in  accordance  with  Sections  1 16.160.1.  1 16. 170  and  1 16.175.  RSMo. 
As  you  are  aware,  the  fiscal  note  and  fiscal  note  summary  are  required  to  be  forwarded  by  you  to 
our  otTice  w  ithin  thirty  days  of  receipt  of  the  joint  resolution,  piu-suant  to  Section  116.1 70. 


RSMo. 


Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 
Secretary  of  State 


cc: 


Chris  Koster 
Sheri  Hoffrnan 
Barbara  Wood 


PO  Box  1767  •  JEFFER.SON  c:m',  MiSSOUlU  •  65102 
www.sos.mo.gov 


SECOND  REGULAR  SESSION 
[TRULY  AGREED  TO  AND  FINALLY  PASSED] 

HOUSE  JOINT  RESOLUTION  NO.  48 

97TH  GENERAL  ASSEMBLY 

4358H.01P  2014 


JOINT  RESOLUTION 

Submitting  to  the  qualified  voters  of  Missouri  an  amendment  repealing  section  39(b)  of  article 
HI  of  the  Constitution  of  Missouri,  and  adopting  one  new  section  in  lieu  thereof  relating 
to  the  state  lottery. 


Be  it  resolved  by  the  House  of  Representatives,  the  Senate  concurring  therein: 

That  at  the  next  general  election  to  be  held  in  the  state  of  Missouri,  on  Tuesday  next 

2  following  the  first  Monday  in  November,  2014,  or  at  a  special  election  to  be  called  by  the 

3  governor  for  that  purpose,  there  is  hereby  submitted  to  the  qualified  voters  of  this  state,  for 

4  adoption  or  rejection,  the  following  amendment  to  article  HI  of  the  Constitution  of  the  state  of 

5  Missouri: 

Section  A.  Section  39(b),  article  III,  Constitution  of  Missouri,  is  repealed  and  one  new 
2   section  adopted  in  lieu  thereof,  to  be  known  as  section  39(b),  to  read  as  follows: 

Section  39(b).  1 .  The  general  assembly  shall  have  authority  to  authorize  a  Missouri 

2  state  lottery  by  law.  If  such  legislation  is  adopted,  there  shall  be  created  a  "State  Lottery 

3  Commission"  consistingof  five  members  who  shall  be  appointed  by  the  governor  with  the  advice 

4  and  consent  of  the  senate  and  who  may  be  removed,  for  cause  by  the  governor  and  who  shall  be 

5  chosen  from  the  state  at  large  and  represent  a  broad  geographic  spectrum  with  no  more  than  one 

6  member  chosen  from  each  federal  congressional  district.  Each  member  at  the  time  of  his  or  her 

7  appointment  and  qualification  shall  have  been  a  resident  of  this  state  for  a  period  of  at  least  five 

8  years  next  preceding  his  or  her  appointment  and  qualification  and  shall  also  be  a  qualified 

9  elector  therein  and  be  not  less  than  thirty  years  of  age.  No  more  than  three  members  of  the 

10  commission  shall  be  members  of  the  same  political  party.  Members  of  the  commission  shall 

1 1  have  three-year  terms  as  provided  by  law.  Members  of  the  commission  shall  receive  no  salary 

12  but  shall  receive  their  actual  expenses  incurred  in  the  performance  of  their  responsibilities.  The 

EXPLANATION  —  Matter  enclosed  in  bold-faced  brackets  [thus]  in  the  above  bill  is  not  enacted  and  is  intended 
to  be  omitted  from  the  law.  Matter  in  bold-face  type  in  the  above  bill  is  proposed  language. 
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13  commission  shall  employ  such  persons  as  provided  by  law.  The  commission  shall  have  the 

14  authority  to  join  other  states  and  jurisdictions  for  the  purpose  of  conducting  joint  lottery  games. 


16  Missouri  lottery  tickets,  and  from  all  other  sources,  shall  be  deposited  in  the  "State  Lottery 

17  Fund",  which  is  hereby  created  in  the  state  treasury.  No  later  than  July  1,  2015,  the  state 

1 8  lottery  commission  shall  develop  and  begin  selling  a  "Veterans  Lottery  Ticket",  and  all  net 

19  proceeds  received  from  the  sales  of  such  tickets  shall  be  deposited  solely  in  the  veterans 

20  commission  capital  improvement  trust  fund,  as  provided  by  law. 

21  3.  [The]  Except  as  provided  in  subsection  2  of  this  section,  the  monies  received  from 

22  the  Missouri  state  lottery'  shall  be  governed  by  appropriation  of  the  general  assembly.  Beginning 

23  July  1,  1993,  monies  representing  net  proceeds  after  payment  of  prizes  and  administrative 

24  expenses  shall  be  transferred  by  appropriation  to  the  "Lottery  Proceeds  Fund"  which  is  hereby 

25  created  within  the  state  treasury  and  such  monies  in  the  lottery  proceeds  fund  shall  be 

26  appropriated  solely  for  public  institutions  of  elementary,  secondary  and  higher  education. 

27  4.  A  minimum  of  forty-five  percent  of  the  money  received  from  the  sale  of  Missouri  state 

28  lottery  tickets  shall  be  awarded  as  prizes. 

29  5.  The  commission  shall  have  the  authority  to  purchase  and  hold  title  to  any  securities 

30  of  the  United  States  government  or  its  agencies  and  instrumentalities  thereof  for  prizes,  as 

31  provided  by  law. 

32  6.  Until  July  1, 1993,  any  person  possessing  a  department  of  revenue  retail  sales  license 

33  as  provided  by  law  or  any  chartered  civic,  fraternal,  charitable  or  political  organization  or  labor 

34  organization  shall  be  eligible  to  obtain  a  license  to  act  as  a  lottery  ticket  sales  agent  except  a 

35  license  to  act  as  an  agent  to  sell  lottery  tickets  shall  not  be  issued  to  any  person  primarily  engaged 

36  in  business  as  a  lottery  ticket  sales  agent.  Until  July  1,  1993,  the  general  assembly  may  impose 

37  additional  qualifications  on  such  persons  to  obtain  a  lottery  ticket  sales  agent  license  as  it  deems 

38  appropriate.  Until  July  1,  1993,  the  commission  is  also  authorized  to  sell  lottery  tickets  at  its 

39  office  and  at  special  events  as  provided  by  law.  Beginning  July  1,  1993,  the  general  assembly 

40  shall  enact  laws  governing  lottery  ticket  sales. 

41  7.  Revenues  produced  from  the  conduct  of  a  state  lottery  shall  not  be  part  of  "total  state 

42  revenues"  as  defined  in  sections  17  and  18  of  article  X  of  this  constitution  and  the  expenditure 

43  of  such  revenue  shall  not  be  an  "expense  of  state  government"  under  secdon  20  of  article  X  of 

44  this  constitution. 
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2.  The  money  received  by  the  Missouri  State  lottery  commission  from  the  sale  of 


Speaker  of  the  Hou'si 


Jason  ICandkr 
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SKCRETARY  oh  S TA  I  K 
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m  3  0  2014 

STATE  AUDITORS  OFFICE 


Ki  HcnoNS  Dn  isioN 


May  30,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  6^5101 

RE:     Fiscal  Note  and  Fiscal  Note  Summary  Request  for  House  Joint  Resolution  No.  72 
Dear  Mr.  Schweich: 

Enclosed  please  find  a  copy  of  House  Joint  Resolution  No.  72  that  was  received  by  our  office. 

We  arc  referring  the  enclosed  joint  resolution  to  you  for  the  purposes  of  preparing  a  fiscal  note 
and  fiscal  note  summary  in  accordance  with  Sections  116.160.1.  116.170  and  116.175.  RSMo. 
As  you  are  aware,  the  fiscal  note  and  fiscal  note  summary  are  required  to  be  forwarded  by  you  to 
our  office  within  thirty  days  of  receipt  of  the  joint  resolution,  pursuant  to  Section  116.170, 


Jason  Kander 
Secretary  of  State 


cc:        Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


RSMo. 


Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


PO  Box  1767  •  jF,FFF.R.SON  CatY,  MISSOURI  •65102 
ww\v..so.s. mo.gov 


SECOND  REGULAR  SESSION 
[TRULY  AGREED  TO  AND  FINALLY  PASSED] 

HOUSE  JOINT  RESOLUTION  NO.  72 

97TH  GENERAL  ASSEMBLY 

54I2H.OIT  2014 

JOINT  RESOLUTION 

Submitting  to  the  qualified  voters  of  Missouri  an  amendment  repealing  sections  24  and  27  of 
article  IV  of  the  Constitution  of  Missouri,  and  adopting  two  new  sections  in  lieu  thereof 
relating  to  the  governor's  budgetary  authority. 


Be  it  resolved  by  the  House  of  Representatives,  the  Senate  concurring  therein: 

That  at  the  next  general  election  to  be  held  in  the  state  of  Missouri,  on  Tuesday  next 

2  following  the  first  Monday  in  November,  2014,  or  at  a  special  election  to  be  called  by  the 

3  governor  for  that  purpose,  there  is  hereby  submitted  to  the  qualified  voters  of  this  state,  for 

4  adoption  or  rejection,  the  following  amendment  to  article  IV  of  the  Constitution  of  the  state  of 

5  Missouri: 

Section  A.  Sections  24  and  27,  article  IV,  Constitution  of  Missouri,  are  repealed  and  two 
2   new  sections  adopted  in  lieu  thereof,  to  be  known  as  sections  24  and  27,  to  read  as  follows: 

Section  24.  The  governor  shall,  within  thirty  days  after  it  convenes  in  each  regular 

2  session,  submit  to  the  general  assembly  a  budget  for  the  ensuing  appropriation  period,  containing 

3  the  estimated  available  revenues  of  the  state  and  a  complete  and  itemized  plan  of  proposed 

4  expenditures  of  the  state  and  all  its  agencies[.  together  with  his  recommendations  of  any  laws 

5  necessary  to  provide  revenues  sufficient  to  meet  the  expenditures].  The  governor  shall  not 

6  determine  estimated  available  revenues  of  the  state  using  any  projection  of  new  revenues 

7  to  be  created  from  proposed  legislation  that  has  not  been  passed  into  law  by  the  general 

8  assembly.  Estimates  of  any  unspent  fund  balances,  without  regard  to  actual  or  estimated 

9  revenues  but  accounting  for  all  existing  appropriations,  that  will  constitute  a  surplus 

10  during  the  fiscal  year  immediately  preceding  the  fiscal  year  or  years  for  which  the 

1 1  governor  is  recommending  a  budget,  may  be  included  in  the  estimated  revenue  available 


EXPLAN.-^TION  —  Mauer  enclosed  in  bold-faced  brackets  (thusl  in  ihe  above  bill  is  not  enacted  and  is  intended 
to  be  omitted  from  the  law.  Matter  in  bold-face  type  in  the  above  bill  is  proposed  language. 
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1 2  for  expenditure  during  the  fiscal  year  or  years  for  which  the  governor  is  recommending 

1 3  a  budget.  As  used  in  this  section,  new  revenues  shall  not  include  existing  provisions  of  law 

14  subject  to  expiration  during  the  ensuing  appropriation  period. 

Section  27.  1.  The  governor  may  control  the  rate  at  which  any  appropriation  is  expended 

2  during  the  period  of  the  appropriation  by  allotment  [or  other  means,]  and  may  reduce  the 

3  expenditures  of  the  state  or  any  of  its  agencies  below  their  appropriations  whenever  the  actual 

4  revenues  are  less  than  the  revenue  estimates  upon  which  the  appropriations  were  based.  The 

5  governor  shall  not  reduce  any  appropriation  for  the  payment  of  principal  and  interest  on 

6  the  public  debt. 

7  2.  The  governor  shall  notify  the  general  assembly  by  proclamation  whenever  the 

8  rate  at  which  any  appropriation  shall  be  expended  is  not  equal  quarterly  allotments,  the 

9  sum  of  which  shall  be  equal  to  the  amount  of  the  appropriation.  Any  rate  of  expenditure 

10  for  any  appropriation  which  is  not  equal  quarterly  allotments  shall  stand  reconsidered  in 

11  the  chamber  in  which  the  bill  that  contained  the  appropriation  originated.  Such 

1 2  reconsideration  shall  be  in  the  manner  that  a  bill  is  reconsidered  under  article  III,  section 

13  32.  Either  the  general  assembly  that  receives  the  proclamation  or  the  next  general 

14  assembly  may  reconsider  the  rate  of  expenditure.  If  the  general  assembly  successfully 

15  reconsiders  the  rate  of  expenditure  for  the  appropriation  in  question,  the  rate  shall  be 

16  assumed  to  be  equal  quarterly  allotments.  Such  reconsideration  may  be  at  any  time  the 

17  general  assembly  is  in  session  including  sessions  pursuant  to  article  Til,  sections  20, 20(b), 

18  and  32  and  article  IV,  section  9.    Either  the  general  assembly  that  receives  the 

19  proclamation  or  the  next  general  assembly  may  reconsider  such  allotment  allocation 

20  change.  Such  reconsideration  may  be  at  any  time  the  general  assembly  is  in  session 

2 1  including  sessions  pursuant  to  article  III,  sections  20, 20(b),  and  32  and  article  IV,  section 

22  9. 

23  3.  The  governor  shall  notify  the  general  assembly  by  proclamation  when  the 

24  governor  reduces  one  or  more  items  or  portions  of  items  of  appropriation  of  money  as  a 

25  result  of  actual  revenues  being  less  than  the  revenue  estimates  upon  which  the 

26  appropriations  were  based.  Each  item  or  portions  of  items  of  appropriation  of  money  shall 

27  stand  reconsidered  in  the  chamber  in  which  the  bill  that  contained  the  appropriation 

28  originated.  Such  reconsideration  shall  be  in  the  manner  that  a  bill  is  reconsidered  under 

29  article  III,  section  32.  Either  the  general  assembly  that  receives  the  proclamation  or  the 

30  next  general  assembly  may  reconsider  such  reduction.  Such  reconsideration  may  be  at  any 

3 1  time  the  general  assembly  is  in  session  including  sessions  pursuant  to  article  III,  sections 

32  20,  20(b),  and  32  and  article  IV,  section  9. 
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Section  B.    Pursuant  to  Chapter  116,  RSMo,  and  other  applicable  constitutional 

2  provisions  and  laws  of  this  state  allowing  the  General  Assembly  to  adopt  ballot  language  for  the 

3  submission  of  a  joint  resolution  to  the  voters  of  this  state,  the  official  ballot  title  of  the 

4  amendment  proposed  in  Section  A  shall  be  as  follows: 

5  "Shall  the  Missouri  Constitution  be  amended  to  require  the  governor  to  pay  the  public 

6  debt,  to  prohibit  the  governor  from  relying  on  revenue  from  legislation  not  yet  passed  when 

7  proposing  a  budget,  and  to  provide  a  legislative  check  on  the  governor's  decisions  to  restrict 

8  funding  for  education  and  other  state  services?" 

/ 


Speaker  of  the  House 


) 

Governor 


Jason  Kandhr 
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May  30,  2014 


RECEIVED 


The  Honorable  Tom  Schweich 

State  Auditor 

Stale  Capitol  Building 


MAY  3  0  im 

STATE  AUDITORS  OFFICE 


Jefferson  City.  MO  65101 

RE:     Fiscal  Note  and  Fiscal  Note  Summary  Request  for  Senate  Substitute  for  Senate 

Committee  Substitute  for  House  Committee  Substitute  for  House  Joint  Resolution  No.  90 

Dear  Mr.  Schweich: 

Enclosed  please  find  a  copy  of  Senate  Substitute  for  Senate  Committee  Substitute  for  House 
Committee  Substitute  for  House  Joint  Resolution  No.  90  that  was  received  by  our  office. 

We  are  referring  the  enclosed  joint  resolution  to  you  for  the  purposes  of  preparing  a  fiscal  note 
and  fiscal  note  summary  in  accordance  with  Sections  116.160.1.  116.170  and  116.175.  RSMo. 
As  you  arc  au  are,  the  fiscal  note  and  fiscal  note  summarv'  are  required  to  be  forwarded  by  you  to 
our  office  within  thirty  days  of  receipt  of  the  joint  resolution,  pursuant  to  Section  116.170. 


RSMo. 


Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


Jason  Kander 
Secretary  of  State 


cc: 


Chris  Roster 
Sheri  HofTman 
Barbara  Wood 


PO  BO.\  1767  •  JEFFER.SON  CilTY,  MIS.SOURI  •65102 
www .  .SOS .  m  o .  go  V 


I 

1^  -H3f\qo 


SECOND  REGULAR  SESSION 
[TRULY  AGREED  TO  AND  FINALLY  PASSED] 
SENATE  SUBSTITUTE  FOR 
SENATE  COMMITTEE  SUBSTITUTE  FOR 
HOUSE  COMMITTEE  SUBSTITUTE  FOR 

HOUSE  JOINT  RESOLUTION  NO.  90 

97TH  GENERAL  ASSEMBLY 

6542S.07T  2014 

JOINT  RESOLUTION 

Submitting  to  the  qualified  voters  of  Missouri  an  amendment  to  article  VlII  of  the  Constitution 
of  Missouri,  by  adding  thereto  one  new  section  relating  to  early  voting. 


Be  it  resolved  by  the  House  of  Representatives,  the  Senate  concurring  therein: 

That  at  the  next  general  election  to  be  held  in  the  state  of  Missouri,  on  Tuesday  next 

2  following  the  first  Monday  in  November,  2014,  or  at  a  special  election  to  be  called  by  the 

3  governor  for  that  purpose,  there  is  hereby  submitted  to  the  qualified  voters  of  this  state,  for 

4  adoption  or  rejection,  the  following  amendment  to  article  VEH  of  the  Constitution  of  the  state  of 

5  Missouri: 

Section  A.  Article  VIH,  Constitution  of  Missouri,  is  amended  by  adding  thereto  one  new 
2   section,  to  be  known  as  section  1 1 ,  to  read  as  follows: 

Section  IL  1.  Qualifled  voters  of  the  state  shall  be  entitled  to  vote  in  person  or  by 

2  mail  in  advance  of  the  day  of  the  general  election,  but  only  under  the  following 

3  subdivisions: 

4  (1)  Qualified  voters  casting  ballots  under  this  section  shall  have  been  registered  to 

5  vote,  unless  otherwise  provided  by  law,  on  or  before  the  fourth  Wednesday  prior  to  the  day 

6  of  the  election; 

7  (2)  No  qualifled  voter  shall  be  required  to  state  any  reason,  excuse,  or  explanation 

8  for  casting  a  ballot  under  this  section,* 

EXPLANATION  —  Matter  enclosed  in  bold-faced  brackets  [thus]  in  the  above  bill  is  not  enacted  and  is  intended 
to  be  omitted  from  the  law.  Matter  in  bold-face  type  in  the  above  bill  is  proposed  language. 
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9  (3)  Ballots  shall  be  cast  in  person  or  by  mail  only  during  the  six  business  days,  not 

10  to  include  Saturday  or  Sunday,  immediately  prior  to  and  including  the  last  Wednesday 

1 1  prior  to  the  election  day.  In-person  ballots  shall  be  cast  at  the  local  election  authority 

12  during  its  regular  business  hours; 

1 3  (4)  Each  local  election  authority  shall  appoint  at  least  one  election  judge  from  each 

14  major  political  party  to  serve  at  the  site  of  the  local  election  authority.  Procedures  for 

1 5  appointing  judges,  casting  ballots,  and  tabulating  ballots  shall  be  the  same  as  provided  by 

1 6  general  election  laws. 

17  2.  No  local  election  authority  or  other  public  official  shall,  in  advance  of  the  day  of 

18  the  election,  disclose  the  identity  of  any  qualified  voter  who,  in  advance  of  the  day  of  the 

19  election,  has  cast  or  has  not  cast  a  ballot,  unless  the  qualified  voter  has  authorized  the 

20  disclosure.  A  qualified  voter's  authorization  must  be  in  writing,  signed  by  the  qualified 

2 1  voter,  dated,  and  delivered  to  the  secretary  of  state  no  later  than  the  sixth  Wednesday  prior 

22  to  the  day  of  the  election.  An  authorization  is  effective  only  for  one  general  election. 

23  3.  If  any  local  election  authority  is  required  by  any  provision  of  law  or  of  this 

24  constitution  to  produce,  in  advance  of  the  day  of  the  election,  a  list  of  qualifled  voters  who 

25  have  already  cast  ballots,  such  list  shall  designate  those  qualifled  voters  who  have  not  flled 

26  a  valid  written  authorization  under  subsection  2  of  this  section  by  using  a  random 

27  designation  that  does  not  identify  those  qualifled  voters  or  provide  residential  or  other 

28  personal  information  from  which  their  identities  might  be  determined.  If  any  such  list  is 

29  required  to  be  delivered  promptly  after  a  request,  the  list  shall  be  deemed  to  have  been 

30  promptly  delivered  if  it  is  delivered  no  later  than  5:00  p.m.  on  the  Monday  before  the 

3 1  election  day.  In  addition  to  the  restrictions  in  this  section  on  the  provision  of  identifying 

32  information,  any  such  list  shall  include  only  qualifled  voter  information  authorized  to  be 

33  disclosed  pursuant  to  general  election  laws. 

34  4.  The  secretary  of  state  and  local  election  authorities  shall  provide  qualifled  voters 

35  mail-in  ballots  under  this  section  only  by  mail,  and  only  upon  the  written,  signed,  and 

36  dated  request  of  a  qualifled  voter.  Such  request  shall  be  valid  for  only  one  general  election. 

37  No  qualifled  voter  shall  receive  more  than  one  mail-in  ballot. 

38  5.  No  local  election  authority  or  other  public  offlce  shall  conduct  any  activity  or 

39  incur  any  expense  for  the  purpose  of  allowing  voting  in  person  or  by  mail  in  advance  of  the 

40  general  election  day  unless  a  state  appropriation  is  made  and  disbursed  to  pay  the  local 

41  election  authority  or  other  public  office  for  the  increased  cost  or  expense  of  the  activity. 

42  6.  The  provisions  of  this  section  shall  be  self-executing.  Any  law  that  conflicts  with 

43  this  section  shall  not  be  valid  or  enforceable.  If  any  provision  of  this  section  is  found  by 

44  a  court  of  competent  jurisdiction  to  be  unconstitutional  or  unconstitutionally  enacted,  the 
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45  remaining  provisions  of  this  section  shall  be  and  remain  valid.  Nothing  in  this  section  shall 

46  be  deemed  to  repeal  or  invalidate  section  7  of  article  VIII  of  this  constitution  or  to  repeal 

47  or  invalidate  general  laws  permitting  certain  qualified  voters  to  cast  absentee  ballots.  This 

48  section  shall  not  be  repealed  or  invalidated  by  constitutional  amendment,  in  whole  or  in 

49  part,  unless  the  text  of  the  amending  provision  expressly  references  this  section  or  the  parts 

50  thereof  that  are  to  be  repealed,  and  no  part  of  this  section  shall  be  repealed  by  implication. 


2  laws  of  the  this  state  allowing  the  general  assembly  to  adopt  ballot  language  for  the  submission 

3  of  this  joint  resolution  to  the  voters  of  this  state,  the  official  summary  statement  of  this  resolution 

4  shall  be  as  follows: 


Section  B.  Pursuant  to  chapter  1 16  and  other  applicable  constitutional  provisions  and 


5 
6 

7 


"Shall  the  Missouri  Constitution  be  amended  to  permit  voting  in  person  or  by 
mail  for  a  period  of  six  business  days  prior  to  and  including  the  Wednesday 
before  the  election  day  in  all  general  elections?" 


Speaker  of  the  House 


) 


) 


Jason  Kander 

jAM.:s  C;.  Kikkpatri<:k  SKC:iU-:rAKY       STATK  F.I  RTIox-s  I^IN-ISION 

iaKVV^^^^^a^^^V^<  STATE  OH  MISSOURI  Vs73)751-23oi 


May  30,  2014 


The  Honorable  Tom  Schweich  W'Ay  3  onj. 

State  Auditor  ^"'^ 

State  Capitol  Building  S^ATE  AUD/tors  ofp 
JetTerson  City.  MO  65 1 0 1  '^^ 

RE:     Fiscal  Note  and  Fiscal  Note  Summary  Request  for  Senate  Committee  Substitute  for 
Senate  Joint  Resolution  No.  27 

Dear  Mr.  Schweich: 

Enclosed  please  find  a  copy  of  Senate  Committee  Substitute  for  Senate  Joint  Resolution  No.  27 
that  was  received  by  our  office. 

We  are  referring  the  enclosed  joint  resolution  to  you  for  the  purposes  of  preparing  a  fiscal  note 
and  fiscal  note  summary  in  accordance  with  Sections  116.160.1,  116.170  and  116.175.  RSMo. 
As  you  are  aware,  the  fiscal  note  and  fiscal  note  summary  are  required  to  be  forwarded  b\'  >  ou  to 
our  office  within  thirty  days  of  receipt  of  the  joint  resolution,  pursuant  to  Section  116.170, 
RSMo. 

Thank  you  for  your  immediate  consideration  of  this  request. 
Sincerely, 


Jason  Kander 
Secretary  of  State 


cc:        Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


P()  Box  1767  •  jEn^F.RSON  CITY,  MIS.SOLIRI  •  6fil()2 
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SECOND  REGULAR  SESSION 
[TRULY  AGREED  TO  AND  FINALLY  PASSED] 
SENATE  COMMITTER  SUBSTITUTE  FOR 

SENATE  JOINT  RESOLUTION  NO.  27 

97TH  GENERAL  ASSEMBLY 
2014 

4379S.03T 

JOINT  RESOLUTION 

Submitting  to  the  qualified  voters  of  Missouri,  an  amendment  repealing  section  15  of 
article  I  of  the  Constitution  of  Missouri,  and  adopting  one  new  section  in  lieu 
thereof  relating  to  government  access  of  electronic  data. 

Be  it  resolved  by  the  Senate,  the  House  of  Representatives  concurring  therein: 

That  at  the  next  general  election  to  be  held  in  the  state  of  Missouri,  on 

2  Tuesday  next  following  the  first  Monday  in  November,  2014,  or  at  a  special 

3  election  to  be  called  by  the  governor  for  that  purpose,  there  is  hereby  submitted 

4  to  the  qualified  voters  of  this  state,  for  adoption  or  rejection,  the  following 

5  amendment  to  article  I  of  the  Constitution  of  the  state  of  Missouri: 

Section  A.  Section  15,  article  I,  Constitution  of  Missouri,  is  repealed  and 

2  one  new  section  adopted  in  lieu  thereof,  to  be  known  as  section  15,  to  read  as 

3  follows: 

Section  15.  That  the  people  shall  be  secure  in  their  persons,  papers, 

2  homes  [and],  effects,  and  electronic  communications  and  data,  from 

3  unreasonable  searches  and  seizures;  and  no  warrant  to  search  any  place,  or  seize 

4  any  person  or  thing,  or  access  electronic  data  or  communication,  shall 

5  issue  without  describing  the  place  to  be  searched,  or  the  person  or  thing  to  be 

6  seized,  or  the  data  or  communication  to  be  accessed,  as  nearly  as  may  be; 

7  nor  without  probable  cause,  supported  by  written  oath  or  affirmation. 

Section  B.  Pursuant  to  chapter  116,  and  other  applicable  constitutional 

2  provisions  and  laws  of  the  this  state  allowing  the  general  assembly  to  adopt  ballot 

3  language  for  the  submission  of  this  joint  resolution  to  the  voters  of  this  state,  the 

4  official  summary  statement  of  this  resolution  shall  be  as  follows: 

5  "Shall  the  Missouri  Constitution  be  amended  so  that  the  people 

EXPLANATION-Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 
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S  shall  be  secure  in  their  electronic  communications  and  data  from 

7  unreasonable  searches  and  seizures  as  they  are  now  likewise 

^  secure  in  their  persons,  homes,  papers  and  effects?" 


President  of  the  (Senate 


Speaker  of  th^  House  of  Representatives 


Governor 


Jason  I</\nder 


jAMl-S  C,  IORKI'ATRICK 

Stati-.  Inh)r.maii<)n  c:i-.nti-,k 

(57St7F;i  4936 


Skc:rk  )"m<.v  t)r  S  i"ate 
Sta'i'k  of  Missouri 


Elh  :ti<  )N's  Du'isk  )n 
(573)751-2301 


May  30,  2014 


The  Honorable  Tom  Schweich 
State  Auditor 
State  Capitol  Building 
Jefferson  City.  MO  65101 


m  3  0  2014 

STATE  AUDITORS  OFFICE 


RE:     Fiscal  Note  and  Fiscal  Note  Summar>  Request  for  Senate  Committee  Substitute  for 
Senate  Joint  Resolution  No.  36 

Dear  Mr.  Schweich: 

Enclosed  please  find  a  copy  of  Senate  Committee  Substitute  for  Senate  .loint  Resolution  No.  36 
that  was  received  by  our  office. 

We  are  referring  the  enclosed  joint  resolution  to  you  for  the  purposes  of  preparing  a  fiscal  note 
and  fiscal  note  summary  in  accordance  with  Sections  116.160.1.  116.170  and  116.175.  RSMo. 
As  you  are  aware,  the  fiscal  note  and  fiscal  note  summary  are  required  to  be  forwarded  by  you  to 
our  office  within  thirty  days  of  receipt  of  the  joint  resolution,  pursuant  to  Section  116.170, 


Jason  Kander 
Secretary  of  State 


cc:        Chris  Koster 
Sheri  Hoffman 
Barbara  Wood 


RSMo. 


Thank  you  for  your  immediate  consideration  of  this  request. 


Sincerely, 


I'O  Box  1767  •  JEIT^EICSON  CM  l  Y,  MISSOURI  •  65102 
wvwv.sos.nuj.jiov 


SECOND  REGULAR  SESSION 
[TRULY  AGREED  TO  AND  FINALLY  PASSED] 
SENATE  COMMITTEE  SUBSTITUTE  FOR 

SENATE  JOINT  RESOLUTION  NO.  36 

97TH  GENERAL  ASSEMBLY 

2014 

4598S,02T 

JOINT  RESOLUTION 

Submitting  to  the  qualified  voters  of  Missouri,  an  amendment  repealing  section  23  of 
article  I  of  the  Constitution  of  Missouri,  and  adopting  one  new  section  in  lieu 
thereof  relating  to  the  right  of  Missouri  citizens  to  keep  and  bear  arms. 

Be  it  resolved  by  the  Senate,  the  House  of  Representatives  concurring  therein: 

That  at  the  next  general  election  to  be  held  in  the  state  of  Missouri,  on 

2  Tuesday  next  following  the  first  Monday  in  November,  2014,  or  at  a  special 

3  election  to  be  called  by  the  governor  for  that  purpose,  there  is  hereby  submitted 

4  to  the  qualified  voters  of  this  state,  for  adoption  or  rejection,  the  following 

5  amendment  to  article  I  of  the  Constitution  of  the  state  of  Missouri: 

Section  A.  Section  23,  article  I,  Constitution  of  Missouri,  is  repealed  and 

2  one  new  section  adopted  in  lieu  thereof,  to  be  known  as  section  23,  to  read  as 

3  follows: 

Section  23.  That  the  right  of  every  citizen  to  keep  and  bear  arms, 

2  ammunition,  and  accessories  typical  to  the  normal  function  of  such 

3  arms,  in  defense  of  his  home,  person,  family  and  property,  or  when  lawfully 

4  summoned  in  aid  of  the  civil  power,  shall  not  be  questioned[;  but  this  shall  not 

5  justify  the  wearing  of  concealed  weapons].  The  rights  guaranteed  by  this 

6  section  shall  be  unalienable.  Any  restriction  on  these  rights  shall  be 

7  subject  to  strict  scrutiny  and  the  state  of  Missouri  shall  be  obligated  to 

8  uphold  these  rights  and  shall  under  no  circumstances  decline  to  protect 

9  against  their  infringement.  Nothing  in  this  section  shall  be  construed 

10  to  prevent  the  general  assembly  from  enacting  general  laws  which  limit 

11  the  rights  of  convicted  violent  felons  or  those  adjudicated  by  a  court  to 

12  be  a  danger  to  self  or  others  as  result  of  a  mental  disorder  or  mental 

EXPLANATION-Matter  enclosed  in  bold-faced  brackets  [thus]  in  this  bill  is  not  enacted  and  is 
intended  to  be  omitted  in  the  law. 


SgSSJR36 


2 


13  iafinni^. 

Sedaon  B.  Ptomtftnt  ts  ^a^^^  11%      l^im  appltcf^lff  constitutional 

2  provilfcnrs  s^l«lll«^^ii#'^  assembly  to  adopt  ballot 

S  language  for  the  submission  of  this  act  to  the  voters  of  this  state,  the  official 

4  ballot  title  of  this  act  shall  he  as  follows: 

5  "Shall   the  Missouri   Constitution  be  amended  to  include  a 

6  declaration  that  the  right  to  keep  and  bear  arms  is  a  unalienable 

7  right  and  that  the  state  government  is  obligated  to  uphold  that 

8  right?" 


Speaker  of  the  Houagr  of  Representatives 


